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PART |

Item 1. Business
Forward-Looking Statements

This Annual Report on Form 10-K (“Report”) ¢aims statements which constitute “forward-lookstgtements” within the meaning of the
Private Securities Litigation Reform Act of 199téke statements appear throughout this Repording this Item 1. “Business — Business
Operations,” Item 1A. “Risk Factors,” and Item Klgnagement’s Discussion and Analysis of Financ@hditions 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 market segmentsrwez slevelopments in technology; new or modifiedugory or regulatory requirements;
changing prices and market conditions; and othetofa discussed in Item 1A. “Risk Factors” and wisere in this Report.

Readers are urged to consider these factoefutlst 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 eventsarmstances that occur, or that we become awasdtef,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 Act@84, 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

Founded in 1946, Kaiser Aluminum Corporatigorsnary line of business is the production of séatiricated specialty aluminum produc
We also own a 49% interest in Anglesey Aluminiummlted (“Anglesey”), which owns and operates a sdaoy aluminum remelt and casting
facility in Holyhead, Wales.

Our operations consist of one reportable seginehe aluminum industry, Fabricated Produatisaddition to the Fabricated Products
segment, we also have three other business utitshwonsist of Secondary Aluminum, Hedging, andp@cate and Other. The Secondary
Aluminum business unit sells value added produats &is ingot and billet, produced from Angleseywibich we receive a portion of a
premium over normal commodity market prices. Ouddfliag business unit conducts hedging activitiemprily in respect of our exposure to
metal-price risks related to our firm price custors@es contracts. Our Corporate and Other busingsgrovides general and administrative
support for our operations. For purposes of segmegdrting under United States generally acceptedunting principles (“GAAP”), we treat
the Fabricated Products segment as its own repersagment. We combine the three other business, 8d@condary Aluminum, Hedging and
the Corporate and Other, into one category, whiehrefer to as All Other. All Other is not considggereportable segment (see “Business
Operations” below).

At December 31, 2010, our Fabricated Prodsetgnent operated 10 focused production faciliithé United States and one in Canada.
Through these facilities we manufacture rolledr@i¢d, and drawn aluminum products to strategictye four end market segments:
aerospace and high strength products (which we tefes Aero/HS products), general engineering yetd(which we refer to as GE produc
extrusions for automotive applications (which wieréo as Automotive Extrusions), and other indasproducts (which we refer to as Other
products). See “Business Operations — Fabricateduets Segment” below for additional informatiom 2010, we produced and shipped
approximately 514.2 million pounds of semi-fabrezagluminum products from these facilities, whiomprised effectively all of our
consolidated net sales of approximately $1.1 lillio

We have long-standing relationships with austomers, which consist primarily of blue-chip c@njes including leading aerospace
companies, automotive suppliers and metal diswitsuin our served markets, we seek to be the mrpylchoice by
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pursuing “Best in Class” customer satisfaction affdring a broad product portfolio. We have a cgtof continuous improvement that is
facilitated by the Kaiser Production System (“KPSih) integrated application of the tools of Leamuofacturing, Six Sigma and Total
Productive Manufacturing. We believe KPS enableusntinuously reduce our own manufacturing gadtminate waste throughout the
value chain, and deliver “Best in Class” custom@wige through consistent, on-time delivery of sugrequality products on short lead times.
We strive to tightly integrate the management efdperations within our Fabricated Products segmemtss multiple production facilities,
product lines and target markets in order to mazéntihe efficiency of product flow to our customers.

In 2005, in order to capitalize on the sigrafit growth in market demand for high quality heaat aluminum plate products for Aero/HS
products, we began a major expansion at our Tresdviacility in Spokane, Washington. This expangooiect was completed in late 2008.
With a total capital investment of approximateh39Imillion, the Trentwood expansion significanthcreased our aluminum plate production
capacity and enabled us to produce thicker gaugeialm plate.

In 2007, we commenced an investment prograouirrod, bar and tube value stream consistingamilynof a casting and extrusion facility
in Kalamazoo, Michigan. This investment was sulisaiy complete by the end of 2010. The KalamazZd@higan facility is equipped with
two extrusion presses and a remelt operation. Tirdhis investment, we expect to significantly ione the capabilities and efficiencies of |
rod and bar operations, enhance the market posifioar rod and bar products. In addition, the stagent provides capacity for future growth
in extrusion applications.

In 2008, we announced plans to close opemtdour Tulsa, Oklahoma facility and curtail opienas at our Bellwood, Virginia facility due
to deteriorating economic and market conditionghBacilities produced extruded rod and bar prosigoid principally to distributors for
general engineering applications. The Tulsa, Okizdnéacility was closed in December 2008. In May200e announced plans to further
curtail operations at our Bellwood, Virginia fatjlito focus solely on drive shaft and seamless tubducts. We also reduced personnel in
other locations during the second quarter of 2@0&reamline costs. The restructuring efforts atétd in 2008 and early 2009 were substan
completed by the end of 2009.

In 2010, we pursued two strategic acquisitimngrovide complementary products to our sheateplcold finish and drawn tube products,
primarily for aerospace applications. On Augu2®10, we acquired the Florence, Alabama manufagjecility, and related assets of
Nichols Wire, Incorporatec‘Nichols”), which manufactures bare mechanicalyalidre products, nails and aluminum rod and expands
offerings of small diameter rod, bar and wire pratduo our core end market segments for aerosgaoeral engineering and automotive
applications. On October 12, 2010, we enteredantagreement to purchase the manufacturing fagiliGhandler, Arizona (the “Chandler,
Arizona (Extrusion) facility”), and related assei§ Alexco, L.L.C. (“Alexco”), which manufacturestd alloy extrusions for the aerospace
industry. The Chandler, Arizona (Extrusion) fagilis a well-established supplier of aerospace ekins, and the acquisition positions us in a
significant market segment that provides a nattwailplement to our product offerings for aerospaimieations. The transaction closed
effective on January 1, 2011.

Business Operations

Fabricated Products Segment

Overview

Our Fabricated Products segment producegdra@ddruded, and drawn aluminum products used ipdtly for aerospace and defense,
automotive, consumer durables, electronics, etedtrand machinery and equipment end market segapgtications. As indicated above, the
Fabricated Products segment focuses on produdtsttagegically serve four end market segmentserparticularly Aero/HS products, GE
products, Automotive Extrusions and Other produdtsing 2010, 2009 and 2008, our North Americarrifatied products manufacturing
facilities produced and shipped approximately 5228 and 559 million pounds of fabricated aluminumducts, respectively, which accounted
for approximately 100%, 91% and 89% of our totdlsaes for 2010, 2009 and 2008, respectively.

Types of Products Produced

We have strategically chosen end market segmntleat allow us to utilize our core metallurgicapabilities to create value added produc
markets that present opportunities for sales gramthpremium pricing of differentiated productseTharket for aluminum fabricated mill
products is broadly defined to include flat-rollesttruded, drawn, forged and cast aluminum produstsd in a variety of end market
applications. We participate in certain portionshef markets for flat-rolled, and extruded/drawadarcts, focusing on highly engineered
products for aerospace/high strength, general ergimg, automotive and other industrial end maalpgtications.

2




The table below provides shipment, sales ahdevadded revenue information (in millions of dadl except for shipment information) for

our end market applications:

Years Ended

December 31,

2010 2009 2008
Shipments (mm Ilbs
Aero/HS Product 158.¢ 31% 144.¢ 34% 157.7 28%
GE Product: 217.4 42% 189.( 44% 258.1 46%
Automotive Extrusion: 54.2 11% 36.2 8% 50.z 9%
Other Product 83.7 16% 58.t 14% 92.F 17%
514.C 10C% 428.t 10(% 558.t 10(%
Sales:
Aero/HS Product $ 467.¢ 43% $ 415t 46% $ 510.c 38%
GE Product: 394.¢ 37% 327.1 36% 549.¢ 41%
Automotive Extrusion: 98.7 9% 65.€ 7% 104.¢ 8%
Other Product 117.7 11% 88.7 11% 172.C 13%
$1,078.¢ 10C% $ 897.1 10(% $1,336.¢ 10(%
Value added revenu
Aero/HS Product $ 295.¢ 53% $ 278.C 54% $ 323.¢ 48%
GE Product: 174.C 31% 164.% 32% 248.¢ 37%
Automotive Extrusion: 45.¢ 8% 31.c 6% 41.¢€ 6%
Other Product 40.¢ 8% 39.4 8% 58.2 9%
$ 555.¢ 10C% $ 513« 10(% $ 672.F 10(%

Aero/HS ProductOur Aero/HS products include high quality heat tygdate and sheet, as well as cold finish bar, $essmdrawn tube,
hard alloy extrusions, and billet that are manufeerd to demanding specifications for the globabspace and defense industries. These
industries use our products in applications thatated high tensile strength, superior fatigue rasist properties and exceptional durability
even in harsh environments. For instance, aerogpacefacturers use high-strength alloys for a #aoé structures that must perform
consistently under extreme variations in tempeeatund altitude. Our Aero/HS products are used feide variety of end uses. We make
aluminum plate and tube for aerospace applicatiamnd,we manufacture a variety of specialized ratitzar products that are incorporated in
diverse applications. The aerospace and defenssties’consumption of fabricated aluminum products is eliby overall levels of industri
production, airframe build rates, which are cydlicanature, and defense spending, as well asdtenfial availability of competing materials
such as composites. Demand has increased forgldtk with growth in “monolithic” construction obmmercial and other aircraft. In
monolithic construction, aluminum plate is heavitachined to form the desired part from a single@ief 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 and skins.

GE ProductsGE products consist primarily of standard catategis sold to large metal distributors. Our GE patsligonsist of 6000-
series alloy rod, bar, tube, wire, sheet, platestaddard extrusions. The 6000-series alloy isxtnu@able medium-strength alloy that is heat
treatable and extremely versatile. Our GE prodbate a wide range of uses and applications, mamhith involve further fabrication of
these products for numerous transportation and atdestrial end market segment applications wineaehining of plate, rod and bar is
intensive. For example, our products are useddretthancement of military vehicles such as platngrotect ground vehicles from explosive
devices, in the specialized manufacturing procestduid crystal display screens, and in the vawwhambers in which semiconductors are
made. Our rod and bar products are manufacturediirgts, nails, screws, bolts and parts of maciyimaad equipment. Demand growth and
cyclicality for GE products tend to mirror broacdbeomic patterns and industrial activity in North Arica. Demand is also impacted by the
destocking and restocking of inventory throughbet supply chain.

Automotive Extrusiongiuto products consist of extruded aluminum prodfietsnany North American automotive applicationgaBples
of the variety of extruded products that we sugplthe automotive industry include extruded proddet bumpers and anti-lock braking
systems and drawn tube for drive shafts. For sonterAotive Extrusions, we perform limited fabricatjoncluding sawing and cutting to
length. Demand growth and cyclicality for AutometiExtrusions tend to mirror automotive build rateslorth
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America. Additional growth for Automotive Extrusisiis driven by efforts by automotive manufactuterseduce the weight of vehicles to
improve fuel efficiency by converting applicatioinem steel to aluminum.

Other ProductsOther products consist of extruded and drawn alumiproducts for many North American industrial ersgs, including
consumer durables, electrical/electronic, machiey equipment, light truck, heavy truck and trtrelder applications. Demand growth and
cyclicality for Other products tend to mirror broadonomic patterns and industrial activity in Noftmerica, with specific individual market
segments such as heavy truck and truck traileliGggins tracking their respective build rates.

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

Flat Rolling. The traditional manufacturing process for alumirfletrrolled products uses ingot, a large rectanguldr sfaluminum, as tr
starter material. The ingot is processed througéris of rolling operations, both hot and colchi$tiing 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 varie@llofy mixtures, a range of tempers (hardness)ggsiithickness) and widths, and vari
coatings and finishes. Flat-rolled aluminum semistied products are generally either sheet (un@&ri@ches in thickness) or plate (up to 15
inches in thickness). The vast majority of the IR@gkmerican market for aluminum flat-rolled produatses “common alloy” material for
construction, sheet and plate, beverage/food cahpther applications. However, we have focusecefforts on “heat treat” products, which
are distinguished from common alloy products byhkigstrength and other desired product attribdties.primary end market segments of heat
treat flat-rolled sheet and plate are for Aero/M8 &E products.

Extrusion.The extrusion process typically starts with a ¢éit, which is an aluminum cylinder of varyingnigth and diameter. The first
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 taternal the desired two-dimensional cross seclitie. material is either quenched as it leaves
the press, or subjected to a post-extrusion heatrtrent cycle, to control the matersahysical properties. The extrusion is then shtaiged b
stretching and cutting to length before being haediein aging ovens. The largest end market segn@néxtruded products are in the
construction, general engineering and custom pitsd8aiilding and construction products represeatsihgle largest end market segment for
extrusions by a significant amount. However, weehstvategically chosen to focus on products fora@& Automotive Extrusions utilizing our
well-developed technical expertise, strong produrctapability and high product quality to meet tbguirements of these more demanding
applications.

Drawing. Drawing is a fabrication operation in which extrddabes and rods are pulled through a die, or drdiva purpose of drawing is
to reduce the diameter and wall thickness whilerowimg physical properties and dimensions. Materialy go through multiple drawing steps
to achieve the final dimensional specifications. prienarily use drawing in connection with our Aé#& products.

A description of the manufacturing processes @ategory of products at each of our productamilifies at December 31, 2010 is shown
below:

Location Manufacturing Process Types of Products
Chandler, Arizona (Tube Extrusion/Drawing Aero/HS

Florence, Alabam Drawing Aero/HS, GE, Othe
Jackson, Tenness Extrusion/Drawinc Aero/HS, GE
Kalamazoo, Michigal Extrusion GE

London, Ontaric Extrusion Auto, GE

Los Angeles, Californii Extrusion GE, Othet

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

Richmond (Bellwood), Virginit Extrusion/Drawinc Auto, GE
Sherman, Texa Extrusion GE, Othet
Spokane, Washingtc Flat Rolling Aero/HS, GE

As reflected by the table above, many of awilities employ the same basic manufacturing ppsead produce the same type of products.
We make a significant effort to tightly integrabetmanagement of our Fabricated Products busiméisaaross multiple manufacturing
locations, product lines, and end market segmentsatximize the efficiency of product flow to custers. Purchasing is centralized for a
substantial portion of the Fabricated Productsrimss unit’s primary aluminum requirements in otddvetter manage price, credit and other
benefits. Our sales force and the management thare@lso significantly integrated as many cust@me
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purchase a number of different products that avdywed at different plant facilities. We believattmtegration of our operations allows us to
capture efficiencies while allowing our facilities remain highly focused on their specific processed end market segments.

Raw Materials

We purchase substantially all of the primdgyranum and recycled and scrap aluminum used toenaaik fabricated products from third-
party suppliers. In a majority of the cases, wechase primary aluminum ingot and recycled and salaminum in varying percentages
depending on various market factors including pand availability. The price for primary aluminurarphased for the Fabricated Products
business unit is typically based on the Averageviist Transaction Price (or “Midwest Price”), whitbm 2008 to 2010, has ranged between
approximately $0.04 to $0.06 per pound above tiwegraded on the London Metal Exchange (or “LMBE&pending on primary aluminum
supply/demand dynamics in North America. Recycled scrap aluminum is typically purchased at a mbdissount to ingot prices but can
require additional processing. In addition to pradg fabricated aluminum products for sale to tipagties, certain of our production facilities
provide one another with billet, log or other imtexdiate material for production in lieu of purctmgssuch items from third-party suppliers. For
example, our Newark, Ohio facility supplies biléetd log to the Jackson, Tennessee and the Flor&ladsgma facilities.

Pricing

The price we pay for primary aluminum, thenpipal raw material for our fabricated aluminum gwots 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 warehousingmé&@eage the risk of fluctuations in
the price of primary aluminum through a combinatidipricing policies, internal hedging and finadarivatives. Our three principal pricing
mechanisms are as follows:

. Spot price Some of our customers pay a product price thatrpaates the spot price of primary aluminum in eifig the time o
shipment to a customer. This pricing mechanismclpi allows us to pass metal price risk to thetaoner.

. Inde>-based priceSome of our customers pay a product price thatparates an index-based price for primary alumisuich as
Plat’s Midwest price for primary aluminum. This pricingechanism also typically allows us to pass meiakmisk to the custome

. Firm price. Some of our customers pay a firm price. We beanthtal price risk on firnprice contracts, which we hedge with finan
derivatives. For internal reporting purposes, attttme our Fabricated Products segment entersifito price contract, it also enters
into an “internal hedge” with the Hedging businasag within All Other, so that metal price risk r@ss in the Hedging business unit.
Results from internal hedging activities betweenBabricated Products segment and the Hedgingdmssimit are eliminated in
consolidation

Sales, Marketing and Distribution

Industry sales margins for fabricated prodéicistuate in response to competitive and markeiadyics. Sales are made directly to custol
by our sales personnel located in the United St&asada, Europe, and China, and by independexg agknts in other regions of Asia,
Mexico and the Middle East. Our sales and markedfifigrts are focused on the markets for Aero/HSIpats, GE products, Automotive
Extrusions, and Other products.

Aero/HS ProductsApproximately 60% of our Aero/HS product shipmeats sold to metal distributors with the remaindsd glirectly to
end market segment customers. Sales are made fyiomater contracts (with terms spanning from oparnto several years) as well as on an
order-by-order basis. We serve this market withoattNAmerican sales force focused on Aero/HS anch@iucts and direct sales
representatives in Western Europe and China. Keypetitive dynamics for Aero/HS products include fineel of commercial aircraft
construction spending (which in turn is often sabje broader economic cycles) and defense spending

GE ProductsA substantial majority of our GE products are doldarge metal distributors in North America, witders primarily
consisting of standard catalog type items shippitld avrelatively short lead-time. We service thigrket with a North American sales force
focused on GE and Aero/HS products. Key competiiugamics for GE products include product priceduoict-line breadth, product quality,
delivery performance and customer service.

Automotive Extrusion®©ur Automotive Extrusions are sold primarily tcsfitier automotive suppliers under annual or meedierm sales
contracts. Almost all sales of Automotive Extrusia@tcur through direct channels using a North Acaeridirect sales force that works closely
with our technical sales organization. Key demarieds for our automotive products include the lexfe
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North American light vehicle manufacturing and e&sed use of aluminum in vehicles in responsecteasingly strict governmental stande
for fuel efficiency.

Other ProductsOther products are primarily sold directly to inttied end users under medium-term sales contrattsost all sales of
these products occur through direct channels usiNgrth American direct sales force, often workihasely with our technical sales
organization. Demand for industrial products i&did to the overall strength of the U.S. industeebnomy.

Customers

In 2010, our Fabricated Products businesshadtapproximately 680 customers. The largestaRed Steel & Aluminum (“Reliance”), and
the five largest customers for fabricated prodactounted for approximately 23% and 45%, respdgtie¢ our net sales in 2010. The loss of
Reliance, as a customer, would have a materialrag\adfect on us. However, we believe that outigdahip with Reliance is good and the
of loss of Reliance as a customer is remote.

Research and Developme

We operate three research and developmergrse@ur Rolling and Heat Treat Center and our Matical 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, @esing of flat-rolled products for process and pmdlevelopment 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 Solidificatoa Casting Center, is located in Newark,
Ohio and has a developmental casting unit capdhiasting billets and ingots for extrusion andirglexperiments. The casting unit is also
capable of casting full size billets and ingotsgoncessing on the production extrusion pressesdaliag mills.

The combination of our research and developmwenk and concurrent product and process developmihin our production operations
has resulted in the creation and delivery of valdéed Kaiser Sele@tproducts.

All Other
All Other consists of our Secondary Aluminudedging and Corporate and Other business units.

Secondary AluminumAnglesey operated as a primary aluminum smefhél 8eptember 30, 2009 when it fully curtailedstaelting
operations due to the expiration of its long-termpr contract and its inability to find alternati@fordable power to continue operating as a
smelter. In the fourth quarter of 2009, Anglesegnotenced a remelt and casting operation, purchdsimgvn material to produce value added
secondary aluminum products such as ingot and hitld selling 49% of its output to us. We in tuefl the secondary aluminum products to a
third party and receive a portion of a premium avermal commodity market prices. The transactiorss&ructured to largely eliminate our
metal price and currency exchange rate risks veipect to income and cash flow related to AngleBegause we in substance act as an agent
in connection with sales of secondary aluminum peoed by Anglesey, our secondary aluminum salea@eunted for net of cost of sales,
we reported zero net sales in 2010. Prior to thetfioquarter of 2009, we accounted for our primelgminum sales from the smelting
operations on a gross basis and such sales refgdsgproximately 9% and 11% of our total net stde2009 and 2008, respectively.

While operating as a primary aluminum smelfgrglesey produced approximately 260 million an@ 28llion pounds of primary aluminu
in 2008 and the first nine months of 2009, respettj in the form of billet, rolling ingot and sofer the United Kingdom and European
marketplace. We supplied 49% of Anglesey’s alumetuirements and purchased 49% of Anglesey’s alumioutput, which we resold to a
single third party at market prices. The price iese for sales of production from Anglesey typigadpproximated the LME price plus a
premium (historically up to $0.17 per pound aboWH price depending on the product) for sales ofi#geddded products such as billet and
rolling ingot. To meet our obligation to sell aluraito Anglesey in proportion to our ownership patage, we purchased alumina under a
contract that provided adequate alumina for opanatthrough September 2009.

At December 31, 2008, we fully impaired oweastment in Anglesey, and in the first half of 2009 recorded additional impairment
charges to maintain our investment balance at Zardng the third quarter of 2009, Anglesey incdreesignificant net loss, primarily due to
employee redundancy costs incurred in connectioim thie cessation of its smelting operations. Conaimgnin the quarter ended
September 30, 2009 and continuing through Dece®ibe2010, we suspended the use of the equity methadcounting with respect to our
ownership in Anglesey as we are not obligated t@aade any funds to Anglesey, guarantee any ohtigatbf Anglesey, or make any
commitments to provide financial support for AnglgsAccordingly, we did not recognize our sharén§lesey’s net loss for such periods.
We will not resume the use of the equity methodamfounting with respect to our investment in Angjesnless or until (i) our share of any
future net income of Anglesey equals or is gretiten our share of net
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losses not recognized during periods for whichettpgity method was suspended and (i) future divideran be expected. We do not anticipate
the occurrence of such events during the next 1i2tinso

Hedging.Our pricing of fabricated aluminum products, disegabove, is generally intended to lock in a csiga margin (representing
the value added from the fabrication process(es})ta pass metal price risk on to our customersvéd@r, in certain instances we do enter
firm price arrangements and incur price risk onanticipated primary aluminum purchases in respétiie customer orders. At the time our
Fabricated Products segment enters into a firmegantract, our Hedging business unit and Fabrc@teducts segment enter into an “internal
hedge” so that metal price risk resides in the hteglusiness unit. Results from internal hedgintiyvies between Fabricated Products and
Hedging eliminate in consolidation. The Hedgingibass unit uses third-party hedging instrumentsna exposure to metgbrice risks relate
to firm price customer sales contracts. Total f@dted product shipments for which we were subjegtice risk were 97, 163 and 228 (in
millions of pounds) during 2010, 2009 and 2008peesively.

Through September 30, 2009, the Hedging basinait also conducted hedging activities in respkour exposure to British Pound
Sterling exchange rates relating to Anglesey’s imgbperations.

All hedging activities are managed centradlyrtinimize transaction costs, to monitor consoédatet exposures and to allow for increased
responsiveness to changes in market factors. Hgdgitivities are conducted in compliance with dgyoapproved by our Board of Directors,
and hedging transactions are only entered into afipropriate approvals are obtained from our lregigpmmittee (members of which include
our chief executive officer and key financial ofs).

Corporate and OthefThis business unit provides general and adminiggaupport to our operations. The expenses indurr¢his
business unit are not allocated to our other ofuersit

Segment and Geographical Area Financial Information

The information set forth in Note 16 of NotesConsolidated Financial Statements includedeémI8. “Financial Statements and
Supplementary Data” of this Report regarding ourABAeporting segment and geographical areas inhwlue operate is incorporated herein
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, technégdertise, high product quality, and geographit @tmer competitive advantages. We
differentiate ourselves from our competition bysuing “Best in Class” customer satisfaction whigldiiven by quality, availability, price and
service, including delivery performance. Our prigneompetition in the global heat treated flat-rdljgroducts is Alcoa and Alcan Engineered
Products. In the extrusion market, we compete wigimy regional participants as well as larger corigsawith national reach such as SAPA,
Norsk Hydro and Alcoa. Some of our competitorssarestantially larger, have greater financial resesiy and may have other strate
advantages, including more efficient technologielwer raw material costs.

Our fabricated aluminum products facilitiee &vcated in North America. To the extent our cotit@es have production facilities located
outside North America, they may be able to prodsigelar products at a lower cost. We may not be abladequately reduce costs to compete
with these products. Increased competition coultsean reduction in our shipment volume and prafitalor increase our expenditures, any
one of which could have a material adverse effaatur results of operations.

In addition, our fabricated aluminum produmtsnpete with products made from other materialsh €18 steel and composites, for various
applications, including aircraft and automotive mfacturing. The willingness of customers to aceeyfistitutions for aluminum and the ability
of large customers to exert leverage in the matiegpto reduce the pricing for fabricated aluminummducts could adversely affect our results
of operations.

For heat treat plate and sheet products, mempetition is limited by technological expertisationly a few companies have developed
through significant investment in research and tigraent. Further, use of plate and sheet in sa&fetigal applications make quality and
product consistency critical factors. Suppliers tp#ss a rigorous qualification process to sedlittame manufacturers. Additionally,
significant investment in infrastructure and spkoéal equipment is required to supply heat treatephnd sheet.

Barriers to entry are lower for extruded pratgymostly due to the lower required investmergqaipment. However, the products that we
produce are somewhat differentiated from the migjarfi extruded products sold by competitors. Wentah a
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competitive advantage by using application engingeand advanced process engineering to distinguisktompany and our products. We
believe our metallurgical expertise and controieghufacturing processes enable superior produsistency.

Employees

At December 31, 2010, we employed approximae300 persons, of which approximately 2,240 wasmployed in our Fabricated Products
segment and approximately 60 were employed in orpazate group, most of whom are located in ouice#f in Foothill Ranch, California.
Effective January 1, 2011, we acquired the Chandleézona (Extrusion) facility and related asseté\texco and, in connection therewith,
hired approximately 170 personnel in our Fabric&estucts segment.

The table below shows each manufacturing aameouse location, the primary union affiliatidnamy, and the expiration date for the
current union contracts. As indicated below, uraffiliations are with the United Steel, Paper andedsting, Rubber, Manufacturing, Energy,
Allied Industrial and Service Workers Internatiokldion, AFL — CIO, CLC (“USW?”), International Assa@tion of Machinists (“IAM”) and
International Brotherhood of Teamsters (“Teamsders”

Contract

Location Union Expiration Date
Chandler, AZ (Tube usw Mar 2012
Chandler, AZ (Extrusion Non-union —
Florence, AL Usw Mar 2014
Jackson, TN Non-union —
Kalamazoo, M| Usw Feb 201¢
London, Ontaric USW Canad Feb 201~
Los Angeles, C/ Teamster: May 2012
Newark, OH usw Sept 201¢
Richland, WA Non-union —
Richmond (Bellwood), VA USW/IAM Nov 2011
Sherman, Tx IAM Dec 201:<
Spokane, W# usw Sept 201¢
Plainfield, IL Teamster: Apr 2012

In 2006 we entered into a settlement withUWlsV regarding, among other things, pension andeeetnedical obligations. Under the terms
of the settlement, we agreed to adopt a positiareatrality regarding the unionization of any of employees.

Environmental Matters

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

Our continuing operations and certain of asnfer operations have subjected, and may in thedigubject, us to fines or penalties for
alleged breaches of environmental laws and to atitigs to perform investigations or clean up ofeéhgironment. We may also be subject to
claims from governmental authorities or third pestielated to alleged injuries to the environmieaman health or natural resources, including
claims with respect to waste disposal sites, tearclip of sites currently or formerly used by usxgosure of individuals to hazardous
materials. Any investigation, clean-up or other egition costs, fines or penalties, or costs tolvesthirdparty claims, may be significant a
could have a material adverse effect on our fir@mmsition, results of operations and cash flows.

Our environmental accruals represent our wodisted estimate of costs reasonably expected itwchered based on presently enacted laws
and regulations, existing requirements, currentiilable facts, existing technology, and our assess of the likely remediation actions to be
taken.

During the third quarter of 2010, we increasadenvironmental accruals in connection with swismission of a draft feasibility study to
Washington State Department of Ecology (“Washinditaite Ecology”) on September 8, 2010 (the “Febisil8tudy”). The draft Feasibility
Study included recommendations for a range of r@dtidre remediations to primarily address the hisbuse of oils containing polychlorinat
biphenyls, or PCBs, at our Trentwood facility inadBane, Washington which may be implemented oven#xt 30 years. The draft Feasibility
Study indicates a range of viable remedial appreschbut agreement has not yet been reached witWés@ington State Ecology on the final
remediation approach. The draft Feasibility Stuglgtill subject to further
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reviews, public comment and regulatory approvaferecthe final consent decree is issued. We exppectonsent decree to be issued in 2012.

Based on the recommended remediation alteesain the draft Feasibility Study and other erigthistorical environmental matters at the
Trentwood facility and certain other locations owre operated by us, we increased our environmewstalial by $13.6 million during the th
quarter. Our environmental accrual representsaeshd of the range of incremental cost estimassgd on proposed alternatives in the draft
Feasibility Study, investigational studies and otfleenediation activities occurring at certain looas owned or operated by us. We expect that
these remediation actions will be taken over thda B8 years and estimates that the incrementattdiests attributable to the remediation
activities to be charged to these environmentaiuads will be approximately $1.1 million in 20110.9 million in 2012, $2.7 million in 2013,
$0.7 million in 2014, and $14.8 million in 2015 ayehlrs thereafter through the balance of the 30 pe@od.

As additional facts are developed, feasibgitydies at various facilities are completed, dmftediation plans are modified, necessary
regulatory approval for the implementation of reiaédn are obtained, alternative technologies anetbped, and/or other factors may result
in revisions to management’s estimates and actsts @xceeding the current environmental accriaksddition, new laws or regulations, or
changes to existing laws and regulations, may beted, and the amount that we would have to spendrmply with such new or amended
laws and regulations cannot be determined atithis &nd could have a material impact on our finanedsition, results of operations and cash
flows. We believe at this time that it is reasoygidssible that undiscounted costs associatedthdtbe environmental matters may exceed
current accruals by amounts that could be, in wenate, up to an estimated $21.3 million ovemie 30 years. It is reasonably possible
our recorded estimate of its obligation may changée next 12 months.

Legal Structure
Our current corporate structure is summarized ks/fo:

. We directly own 100% of the issued and outstaggimares of capital stock of Kaiser Aluminum Inwestts Company, a Delaware
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

. Kaiser Aluminum Fabricated Products, LLC, a Dedasvlimited liability company (“KAFP”), which direly holds the
assets and liabilities associated with our Fabet&troducts business unit (excluding those asedtiabilities associated
with our London, Ontario and Chandler, Arizona (fston) facilities and certain of the assets aalilities associated wi
our Fabricated Products business unit’'s operatfiottse State of Washington) and owns 100% of theerghip interest of
each of:

. Kaiser Aluminum Washington, LLC, a Delaware limitéability company, which holds certain of the assanc
liabilities associated with our Fabricated Proddmtsiness ur’'s operations in the State of Washington;

. Kaiser Aluminum Alexco, LLC, a Delaware limiteidbility company (formerly known as Desert Fabco
Acquisition, LLC), which holds the assets and ligiels associated with our Chandler, Arizona (Egioun)
facility;

. Kaiser Aluminum Canada Limited, an Ontario corpiamatwhich holds the assets and liabilities asgediavith our
London, Ontario facility

. DCO Management, LLC (formerly known as Kaiser Alaomn & Chemical Corporation, LLC), a Delaware lindgitéability
company, which, as a successor by merger to Kaiseninum & Chemical Corporation, holds our remaipimon-
operating assets and liabilitie

. Kaiser Aluminium International, Inc., a Delawa@ poration, which functions primarily as the seté&our products
delivered outside the United Stat

. Trochus Insurance Co., Ltd., a corporation fornmreBermuda, which has historically functioned agptiwe insuranc
company; ant

. Kaiser Aluminum France, SAS, a corporation formeéFiance for the primary purpose of engaging inketadevelopmer
and commercialization and distribution of our proidun Western Europ:
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Iltem 1A. 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@ance and involve significant risks and unceri@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 material to our
company. The occurrence of any of the events diszlibelow could significantly and adversely affaat business, prospects, financial
condition, results of operations and cash flows/el as the trading price of our common stock.

We have experienced and continue to experiencedfiects of unprecedented economic uncertainty.

The U.S. and global economies have recenghgrenced and continue to experience a periodlustantial uncertainty with wide-ranging
effects, including:

. disruption in global financial markets that hasimies reduced the liquidity available to us, oustomers, our suppliers and 1
purchasers of products that materially affect dedrfan our products, including commercial airlin

. a weakened banking and financial system thatesemngoing risk and exposure to the impact of periermance by banks committed
to provide financing, hedging counterparties, iessircustomers and supplie

. extreme volatility in commodity prices that can erally impact the results of our hedging strategiecrease near term cash mai
requirements, reduce the value of our inventonneslkerrowing base under our revolving credit fagiind result in substantial non-
cash charges as we adjust inventory values and-to-market our hedge positior

. substantial reductions in consumer spending that heduced the demand for applications that us@mmducts, including commerci
aircraft, automobiles, trucks and traile

. destocking of inventory levels throughout theyghain for certain of our products, which de&ing has only recently started to
show signs of abating

. reduced customer demand under existing contraststirey in customers limiting purchases to contrattminimum volumes, seekir
relief from contractual obligations or breachinggh obligations

. our inability to achieve the level of growth dher benefits anticipated from our acquisitions atiter strategic investments, and the
integration of acquired business

. increases in our costs, including the cost of gnemyv materials and freight costs, which we arahle to pass through to ¢
customers

. pressure to reduce defense spending, which riedsatould affect demand for our products usecdeiieitse applications, as the U.S.
and foreign governments are faced with competirignal priorities; anc

. the inability to predict with any certainty the etiveness and loi-term impact of economic stimulus pla

We are unable to predict the impact, seveity duration of these effects, any of which cowdeha material adverse impact on our final
position, results of operations and cash flows.

We operate in a highly competitive industry.

The fabricated products segment of the alumimdustry is highly competitive. Competition iretBale of fabricated aluminum products is
based upon quality, availability, price and seryineluding delivery performance. Many of our cortifges are substantially larger than we are
and have greater financial resources than we dabireay have other strategic advantages, includiagniaum smelting 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 located in Noktherica. To the extent that our competitors haveevelop production facilities located
outside North America, they may be able to prodsioglar products at a
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lower cost or sell those products at a lower pdigeng periods when the currency exchange rates flaveign competition or “dump” those
products in violation of existing trade laws. Weynmt be able to adequately reduce our costs oepto 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.

We depend on a core group of significant customers.

In 2010, our largest fabricated products austig Reliance, accounted for approximately 23%usffabricated products net sales, and our
five largest customers accounted for approximat&Bt of our fabricated products net sales. If ousterg relationships with significant
customers materially deteriorate or are terminatediwe are not successful in replacing lost busimag financial position, results of
operations and cash flows could be materially aheesely affected. In addition, a prolonged or é&sing downturn in the business or finar
condition of any of our significant customers coofdise any one or more of them to limit purchase®htractual minimum volumes, seek
relief from contractual minimums or breach thoségalions, all of which could materially and adwelssaffect our financial position, results of
operations and cash flows.

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

We import primary aluminum from, and manufaettabricated products used in, foreign countti@gtors in the politically and
economically diverse countries in which we opeathave customers or suppliers, including inflatifmctuations in currency and interest
rates, competitive factors, civil unrest and lapablems, could affect our financial position, désof operations and cash flows. Our financial
position, results of operations and cash flowsd@lgo 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

. new forms of emission controls and tax, commonlgwn as“cap and trac”;

. 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

The commercial aerospace industry is cyclical amalahturns in the commercial aerospace industry, inding downturns resulting from
acts of terrorism, could adversely affect our busss.

We derive a significant portion of our reveritam products sold to the aerospace industry, wtadighly 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, the
state of the U.S. and global economies and numeries factors, including the effects of terroridmrecent years, a number of major airlines
have undergone chapter 11 bankruptcy and expeddim@ncial strain from volatile fuel prices. Theraspace industry also suffered
significantly in the wake of the events of Septemble 2001, resulting in a sharp decrease glolialhew commercial aircraft deliveries and
order cancellations or deferrals by the majorrédi. Despite existing backlogs, continued finanaieertainty in the industry, inadequate
liquidity of certain airline companies, terrorigita or the increased threat of terrorism may leagduced demand for new aircraft that utilize
our products, which could adversely affect our ficial position, results of operations and cash $low

Reductions in defense spending for aerospace and-aerospace military applications could substantialeduce demand for our products.

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 congressionabgpiations. Many of the programs in which we pap@te may extend several years;
however, these programs are normally funded annu@hanges in military strategy and priorities nadfgct current and future programs.
Similarly, there is significant pressure to reddeéense spending as the U.S. and foreign goversnagatfaced with competing national
priorities. Reductions in defense spending wouttlice the demand for our products and could adweedtgct our financial position, results of
operations and cash flows.
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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.

Downturns in the automotive and heavy duty truckairailer industries could adversely affect our bnsss.

The demand for our automotive extrusions aadyvof our general engineering and other induspriatlucts is dependent on the production
of cars, light trucks, SUVs, and heavy duty velidad trailers in North America. The automotiveusittly is highly cyclical, as new vehicle
demand is dependent on consumer spending andl isltisely to the overall strength of the North Aim@n economy. Production cuts by U.S.
manufacturers may adversely affect the demandudppmducts. Many North American automotive relateghufacturers and first tier suppli
are also burdened with substantial structural ¢astfuding pension, healthcare and labor costt, ltave resulted in severe financial difficulty,
including bankruptcy, for several of them. A worsgnof these companies’ financial condition or tH&nkruptcy could have further serious
effects on the conditions of the markets whichatlyeaffect the demand of our products. Similadyprolonged decline in the demand for new
cars, light trucks, SUVs, and heavy duty vehicled tailers, particularly in the U.S., could havmaterial adverse effect on our financial
position, results of operations and cash flows.

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

Sensitivity to energy costs have resultedhiftsin consumer demand away from motor vehidies typically have a higher content of the
products we have supplied, such as light trucksSlods. The loss of business with respect to, @ick bf commercial success of, one or more
particular vehicle models for which we are a siigaifit supplier could have an adverse impact orfinancial position, results of operations .
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 continue to aggively pursue cost cutting initiatives. If
we are unable to generate sufficient production sagings in the future to offset any required @rieductions, our financial position, results of
operations and cash flows could be adversely inggiact

Reductions in demand for our products may be moegere than, and may occur prior to reductions inndand for, our customer products.

Customers purchasing our fabricated aluminuoalgcts, such as those in the cyclical automotieaerospace industries, generally require
significant lead time in the production of theirmywroducts. Therefore, demand for our products imengase prior to demand for our
customers’ products. Conversely, demand for oudgpets may decrease as our customers anticipatetulm in their respective businesses.
As demand for our customers’ products begins teapbur customers typically reduce or eliminatirtdemand for our products and meet the
reduced demand for their products using their awemtory without replenishing that inventory, whigsults in a reduction in demand for our
products that is greater than the reduction in dehfar their products. This amplified reductiondemand for our products in the event of a
downturn in our customers’ respective businessesstdcking) may adversely affect our financial fosj, results of operations and cash flows.

Our business is subject to unplanned business intptions which may adversely affect our business.

The production of fabricated aluminum prodwtsgl aluminum is subject to unplanned events sa@xplosions, fires, inclement weather,
natural disasters, accidents, transportation impgions and supply interruptions. Operational intptions 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 pramudue to our delivery delays may be able to paifswancial 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 resglin a loss of
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business. To the extent these losses are not ablgrimsurance, our financial position, result®pérations and cash flows may be adversely
affected by such events.

Covenants and events of default in our debt instreimts could limit our ability to undertake certairypes of transactions and adversely aff
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. Fdainse, we are subject to negative covenants thatateour 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 on &vent of default occurs under the revolving
credit facility, we could be prohibited from borrimng. If we cannot borrow under the revolving crdditility, we could be required to seek
additional financing, if available, or curtail coperations. Additional financing may not be avdiatn commercially acceptable terms, or at
all. If the revolving credit facility is terminatemhd we do not have sufficient cash on hand togpgyamounts outstanding under the facility or
access to additional financing, we could be reglicesell assets.

Servicing our debt requires a significant amount o&sh, and we may not have sufficient cash flowrfr@ur business to pay our det

Our ability to make scheduled payments ofgttiecipal of, to pay interest on or to refinance dabt, including our cash convertible senior
notes, depends on our future performance, whishligect to economic, financial, competitive andeottactors beyond our control. Our
business may not continue to generate cash flom &rperations in the future sufficient to service debt and make necessary capital
expenditures. If we are unable to generate sudhft@s, we may be required to adopt one or moreraétives, such as selling assets,
restructuring debt or obtaining additional equigpital on terms that may be onerous or highly diéutOur ability to refinance our debt will
depend on the capital markets and our financiaflitimm at such time. We may not be able to engagmy of these activities or engage in tt
activities on desirable terms, which could resulaidefault on our debt obligations.

The conditional conversion features of our cash aa@rtible senior notes, if triggered, may adversaffect our financial condition and
operating results.

In the event the conditional conversion feegusf our cash convertible senior notes are tregjenolders of such notes will be entitled to
convert such notes at any time during specifieibgerat their option. If one or more holders etectonvert their notes, we would be required
to settle our conversion obligation through therpeagt of cash, which could adversely affect ouriigy. In addition, even if holders do not
elect to convert their notes, we could be requineder applicable accounting rules to reclassifpa# portion of the outstanding principal of
our cash convertible senior notes as a currengralian long-term liability, which would result@amaterial reduction of our net working
capital.

The convertible note hedge and warrant transactichat we entered into in connection with the issu@nof our cash convertible senior
notes may affect the market price of our commoncito

In connection with the issuance of our cagtiveatible senior notes, we entered into privatedgatiated convertible note hedge transactions
and warrant transactions. Under the terms of tiwexible note hedge transactions, we purchasddsettled call options relating to shares of
our common stock. Under the terms of the warramdsactions, we sold to the option counterpartiésinare-settled warrants relating to our
common stock.

We have been informed that, in connection witablishing their initial hedge positions witlspect to the convertible note hedge
transactions and the warrant transactions, thewgbunterparties and/or their affiliates entered various derivative transactions with respect
to our common stock concurrently with or shortl{eathe pricing of our cash convertible senior sa@ad that the option counterparties and/or
their affiliates may modify their hedge positionsdntering into or unwinding various derivativegtwiespect to our common stock and/or
purchasing or selling our common stock in secondaayket transactions prior to the maturity of oasltt convertible senior notes (and are
likely to do so during any settlement averagingqaerelated to a conversion of our cash convertigieior notes). The effect, if any, of these
transactions and activities on the market priceusfcommon stock will depend in part on market ¢omials and cannot be ascertained at this
time, but any of these activities could adversélgc the market price of our common stock.

We are subject to counterparty risk with respectii@ convertible note hedge transactions.

The option counterparties are financial ingiiins or affiliates of financial institutions, amge will be subject to the risk that these option
counterparties may default or otherwise fail tof@en, or may exercise certain rights to termin&tgrtobligations, under the
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convertible note hedge transactions. Our exposutieet credit risk of the option counterparties witt be secured by any collateral. Recent
global economic conditions have resulted in theaatr perceived failure or financial difficultie§ many financial institutions, including a
bankruptcy filing by Lehman Brothers Holdings land its various affiliates. If one or more of thion counterparties to one or more of our
convertible note hedge transactions becomes subjétsolvency proceedings, we will become an uasst creditor in those proceedings with
a claim equal to our exposure at the time undesahimnsactions. Our exposure will depend on macipfs but, generally, the increase in our
exposure will be correlated to the increase inmntlagket price of our common stock and in volatitfyour common stock. In addition, upon a
default or other failure to perform, or a termioatiof obligations, by one of the option countergartwe may suffer adverse tax consequences
and dilution with respect to our common stock ardmay be prevented under our revolving credit itgaibr any replacement credit facility)
from paying the cash amount due upon the converdionr cash convertible senior notes. We can piewio assurances as to the financial
stability or viability of any of the option counfarties.

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

We are a holding company. Our subsidiariegloohall 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 indebtedinesstime to time, tax considerations and legatnietions.

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 otherwisgits 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 otida initiatives to improve performance, includidgployment of company-wide business
improvement methodologies, such as our productjstes, the Kaiser Production System, which involhesintegrated utilization of
application and advanced process engineering asidéss improvement methodologies such as Lean metowiing, Total Productive
Manufacturing and Six Sigma, we cannot assure fratidll of these initiatives will be completed @nleficial to us or that any estimated cost
saving from such activities will be fully realizelven when we are able to generate new efficierstiesessfully in the short- to medium-term,
we may not be able to continue to reduce costaere@ase productivity over the long term.

Our business could be adversely affected by incesais 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 ofterges and other measures, which may cause @iitapility to decline. There will also be a
potential time lag between increases in pricesdar materials under our purchase contracts anddhe when we can implement a
corresponding increase in price under our salesacts with our customers. As a result, we mayxpoeed to fluctuations in raw material
prices, including aluminum, since, during the tilag, we may have to bear the additional cost oftfiee 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, increases in raw material prices mayse some of our customers to substitute otherialatéor our products over time, adversely
affecting our financial position, results of opéwat and cash flows due to a decrease in the gifabricated aluminum products.

The price volatility of energy costs may adversaffect our business.

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 tef fuel, principally natural gas, and otheritytiservices, principally electricity, used by
production facilities affect operating costs. Faetl utility prices have been, and will continud& affected by factors outside our control, ¢
as supply and demand for fuel and utility servicelsoth local and regional markets and the potérgigulation of greenhouse gases. Future
increases in fuel and utility prices may have aemat adverse effect on our financial position utessof operations and cash flows.

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

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 traiwsecfix prices or exchange
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rates and primary aluminum prices, energy costereign exchange rates are below the fixed priceates established by these hedging
transactions, our income and cash flows will bedpthan they otherwise would have been. Additignadl the extent that primary aluminum
prices, energy prices and/or foreign currency emgbaates deviate materially and adversely fromdjXloor or ceiling prices or rates
established by outstanding hedging transactiondaivto satisfy the covenants, or an event of difaccurs under the terms of the underlying
documents, we could incur margin calls that codldeasely impact our liquidity and result in a mé&kadverse effect on our financial positir
results of operations and cash flows. Conversetyare exposed to risks associated with the cremtithimess of our hedging counterparties.
Non-performance by a counterparty could have a méaiadigerse effect on our financial position, resoit®perations and cash flows.

We do not expect to recognize any future operatingults of Anglesey, nor do we expect any futurstdbution of dividends by Anglesey.

Anglesey operated as a primary aluminum smatfiél fully curtailing smelting operations on Sember 30, 2009 due to the expiration o
long-term power contract and its inability to fiadlernative affordable power to continue operatinga smelter. Leading up to Anglesey’s
curtailment of smelting operations, we impaired ioaestment in Anglesey because we believed thainmestment in Anglesey would not be
recoverable. Anglesey incurred a significant neslapon the curtailment of smelting operationd@third quarter of 2009. In consideration of
that significant net loss, we suspended the usieeoéquity method of accounting with respect to@munership in Anglesey during the third
guarter of 2009 as we are not obligated to advanggunds to Anglesey, guarantee any obligationsngflesey, or make any commitments to
provide any financial support for Anglesey. Althbugnglesey commenced a remelt and casting operdtiang the fourth quarter 2009, we
will not resume the equity method of accountinglumé can determine that current or future opegatigsults from Anglesey will be
recoverable, and there is no assurance that sweriatogg results will ever be recoverable. The ilightio recognize such operating results of
Anglesey and the continued lack of dividends resgifrom Anglesey will adversely affect our resatoperations and cash flows, relative to
our past performance.

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

Economic factors, including inflation and fluctuats in foreign currency exchange rates and intea¢ss$ in the countries in which we operate,
could affect our revenues, expenses and resutiperations. In particular, lower valuation of theSUdollar against other currencies,
particularly the Canadian dollar and Euro, maydcfaur profitability as some important raw mateiate purchased in other currencies, while
products generally are sold in U.S. dollars.

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

We depend on our senior executive officersather key personnel to run our business, and wiggde®ur compensation programs to attract
and retain key personnel and facilitate our abtlitylevelop effective succession plans. The losmgfof these officers or other key personnel
or failure to attract key personnel could mateyialhd adversely affect our succession planningogedations. Competition for qualified
employees among companies that rely heavily onneeging and technology is intense, and the losgialified employees or an inability to
attract, retain and motivate additional highly k&dlemployees required for the operation and exparf our business could hinder our ability
to improve manufacturing operations, conduct regeactivities successfully or develop marketabtedpcts.

Our failure to maintain satisfactory labor relatios could adversely affect our business.

A significant number of our employees are espnted by labor unions under labor contracts vétkiing durations and expiration dates,
including labor contracts with the USW, coveringese of our manufacturing locations. Employees regnéed by labor unions under labor
contracts represented approximately 69% of our eypgls at December 31, 2010. In January 2010, we suscessful in renegotiating the
terms of a labor contract with the USW covering @yees at our manufacturing locations in Newarkioind Spokane, Washington and
extending the term of such contract to Septemb#&b 2Contracts at seven other manufacturing locatéxpire in 2011 through 2016. We may
not be able to renegotiate or negotiate these wother labor contracts on satisfactory terms. &g pf any negotiation, we may reach
agreements with respect to future wages and berikét could materially and adversely affect oturfe financial position, results of operatit
and cash flows. In addition, negotiations couldedivmanagement attention or result in union-irgtitvork actions, including strikes or work
stoppages, that could have a material adverset effieaur financial position, results of operati@ml cash flows. Moreover, the existence of
labor agreements may not prevent such union-iatiatork actions.

Our participation in multi-employer union pensionlans may have a material adverse effect on our ficéal performance.
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We are required to make contributions to reestiployer pension plans in amounts establishedrwalective bargaining agreements.
Pension expense for these plans is recognizedrasiedions are funded. Benefits generally are basea fixed amount for each year of
service. Based on the most recent information akkglto us, we believe a number of these multi-eg®gl plans are underfunded. As a result,
we expect that contributions to these plans mayeame. Additionally, the benefit levels and reldteths will be issues in the negotiation of
collective bargaining agreements. Under current Eawemployer that withdraws or partially withdrafrem a multi-employer pension plan
may incur withdrawal liability to the plan, whickpresents the portion of the plan’s underfundirag ih allocable to the withdrawing employer
under very complex actuarial and allocation rulégee failure of a withdrawing employer to fund theddigations can impact remaining
employers. The amount of any increase or decr@aserirequired contributions to these multi-employension plans will depend upon the
outcome of collective bargaining, actions takertrogtees who manage the plans, government regusadiod the actual return on assets held in
the plans, among other factors.

Our business is regulated by a wide variety of Hralnd safety laws and regulations and compliancayrbe costly and may adversely affect
our business.

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 feetefiat any such changes would have on our dpasabr the amount that we would have
spend to comply with such laws and regulationsashsinged.

Environmental compliance, clean up and damage claimay decrease our cash flow and adversely affectbusiness

We are subject to numerous environmental Ewgsregulations 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 environmentn@lliance with these environmental laws is and @dlhtinue to be costly.

Our continuing operations and certain of asnfer operations have subjected, and may in thedgubject, us to fines, penalties and
expenses for alleged breaches of environmental dadgo obligations to perform investigations @ael up of the environment. We may also
be subject to claims from governmental authoritiethird parties related to alleged injuries to ém¥ironment, human health or natural
resources, including claims with respect to wagpabal sites, the clean up of sites currentlyoamerly used by us or exposure of individuals
to hazardous materials. Any investigation, cleareupther remediation costs, fines or penaltiegasts to resolve third-party claims may be
significant and could have a material adverse effacour financial position, results of operati@ms 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 #aticipated. These differences could have a mégadizerse effect on our financial position,
results of operations and cash flows. In additi@w laws or regulations or changes to existing lamg regulations may be enacted, including
government mandated green initiatives and limitegion carbon emissions, that increase the costroplexity of compliance. Difference in
actual costs, the timing of payments for previowlgrued costs and the impact of new or amendesldaw regulations may have a material
adverse effect on our financial position, resuftsmerations and cash flows.

New governmental regulation relating to greenhougas emissions may subject us to significant newts@nd restrictions on ou
operations.

Climate change is receiving increasing ateentorldwide. Many scientists, legislators and athegtribute climate change to increased
levels of greenhouse gases, including carbon déxidhich has led to significant legislative andulatpry efforts to limit greenhouse gas
emissions. There are bills pending in Congresswioald regulate greenhouse gas emissions througip-and-trade system under which
emitters would be required to buy allowances tseifEmissions of greenhouse gas. In addition, aksetes, including states where we have
manufacturing plants, are considering various grease gas registration and reduction programsa®esf our manufacturing plants use
significant amounts of energy, including electsi@nd natural gas, and certain of our plants emiumnts of greenhouse gas above certain
minimum thresholds that are likely to be imposecekigting proposals. Greenhouse gas regulatiorddoatease the price of the electricity we
purchase, increase costs for our use of naturalpgésntially restrict access to or the use of ratgas, require us to purchase allowances to
offset our own emissions or result in an overat@ase in our costs of raw materials, any one aflwtould significantly increase our costs,
reduce our competitiveness in a global economytteeravise negatively affect our business, operat@rfiancial results. While future
emission regulation appears likely, it is too edolyredict how this regulation will affect our lsss, operations or financial results.
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Other legal proceedings or investigations or chasga the laws and regulations to which we are sutijenay adversely affect our business.

In addition to the matters described abovemag from time-to-time be involved in, or be thdmgt 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 ordioauyse of business. It could be costly to additesse claims or any investigations involving
them, whether meritorious or not, and legal prosegsland investigations could divert managenseatiention 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 ourdiness.

We are sometimes exposed to warranty and ptdidiility claims. While we generally maintainsmrance against many product liability
risks, a successful claim that is not insured, edseour available insurance coverage, or is nodofudly insured as a result of the insolvency
of one or more of the underlying carriers couldéhavnaterial adverse effect on our financial posijtresults of operations and cash flows.

Our investment and other expansion projects may betcompleted or start up as scheduled.

We are currently engaged in, and have receuotypleted, various investment and expansion pisj&wur ability to complete such projects,
and the timing and costs of doing so, are subgeeatious risks associated with all major constarcprojects, many of which are beyond our
control, including technical or mechanical problemsonomic conditions and permitting. Additionalliye start up of operations after such
projects have been completed can be complicated@stty. If we are unable to fully complete thesejgcts, if the actual costs for these
projects exceed our current expectations, or ithet up phase after completion is more complit#tan anticipated, our financial position,
results of operations and cash flows could be adheraffected.

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

A component of our growth strategy is to acgdi@abricated products assets in order to complémanproduct portfolio. Our ability to do :
will be dependent upon a number of factors, ineigdiur 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 acqoisgtiinclude those relating to:

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

. difficulties integrating the financial, technologland management standards, processes, procesharesntrols of the acquire
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 requireddmpliance with environmental or other regulatstgndards or for investments to
improve operating result

. difficulties achieving anticipated operational irapements
. incurrence of indebtedness to finance acquisit@rsapital expenditures relating to acquired assetd
. issuance of additional equity, which could resalfurther dilution of the ownership interests ofsting stockholders

We may not be successful in acquiring addéti@ssets, and any acquisitions that we do constienmay 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
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or interpretations of tax laws in any given jurtg@in, our ability to use net operating losses xdcredit carry forwards and other tax
attributes, changes in geographical allocatiomobime and expense, and our judgment about theabdify of deferred tax assets. Such
changes to our effective tax rate could materiatlyersely affect our financial position, liquiditgsults of operations and cash flows.

Exposure to additional income tax liabilities due audits could materially adversely affect our bosss.

Due to our size and the nature of our busjngssare subject to ongoing reviews by taxing fliions on various tax matters, including
challenges to various positions we assert on aanire tax and withholding tax returns. We accruenme 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 faagable or other non-current liabilities, as appadp, 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 currembfjgct to audit and review in a number of jugsidins in which we operate, and further
audits may commence in the future.

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, 2010, we
have no material weaknesses in our internal cabeér financial reporting we cannot assure yotiweawill not have a material weakness in
the future. A “material weakness' a control deficiency, or combination of signéit deficiencies, that results in more than a rertikélihood
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 nsetlhe requirements of Section 404, we might bgestito sanctions or investigation by
regulatory authorities such as the SEC or by thedba Stock Market LLC. Additionally, failure to cphg with Section 404 or the report by us
of a material weakness may cause investors toclmsdence in our financial statements and ourlsfwize may be adversely affected. If we
fail to remedy any material weakness, our finansfatements may be inaccurate, we may be subj@utrease in insurance costs, we may not
have access to the capital markets, and our stiok 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 attéoprotect our intellectual property
through patents, trademarks, trade secrets, cdpgrigonfidentiality and nondisclosure agreementsaher measures, these measures ma
be adequate particularly in foreign countries wtbeelaws may offer significantly less intellectpabperty protection than is offered by the
laws of the United States. In addition, any attemptenforce our intellectual property rights, eifesuccessful, could result in costly and
prolonged litigation, divert management’s attentond adversely affect our results of operationscasth flows. The unauthorized use of our
intellectual property may adversely affect our tesaf operations as our competitors would be &bletilize such property without having had
to incur the costs of developing it, thus potehtietducing our relative profitability. Furthermonge may be subject to claims that our
technology infringes the intellectual property ttigbf another. Even if without merit, those claicasild result in costly angdrolonged litigatior
divert management’s attention and adversely affactresults of operations and cash flows. In addjtive may be required to enter into
licensing agreements in order to continue usingrtelogy that is important to our business, or wg Im@aunable to obtain license agreements
on acceptable terms, either of which could negbtiaffect our financial position, results of opéoats and cash flows.

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

We have net operating loss carry-forwardsathér significant U.S. tax attributes that we bedieould offset otherwise taxable income in
the United States. The net operating loss carmdods available in any year to offset our net téxacome will be reduced following a more
than 50% change in ownership during any periodeoé@secutive months (an “ownership change”) asrdgbhed under the Internal Revenue
Code of 1986 (the “Code”). We entered into a stwaksfer restriction agreement with our largestlgtolder, a voluntary employee’s
beneficiary association, or “VEBA”, that providesrigfits for certain eligible retirees representgadrtain unions and their spouses and
eligible dependents (which we refer to as the “WNKEBA”), and our certificate of incorporation wasiended to prohibit and void certain
transfers of our common stock. Both reduce thettisk an ownership change will jeopardize our mefrating loss carry-forwards. Because
U.S. tax law limits the time during which carry+feards may be applied against future taxes, we ro&pa able to take full advantage of the
carry-forwards for federal income tax purposesaddition, federal and state tax laws pertainingdgboperating loss carry-forwards may be
changed from time to time such that the net opsgdtiss carry-forwards may be reduced or elimindfetie net operating loss carry-forwards
become unavailable to us or are fully utilized, future income will not be shielded from federaflamate income taxation, and the funds
otherwise available for general corporate purpesasdd be reduced.

Transfer restrictions and other factors could hindéhe market for our common stock.
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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 i8ast382 and 383 of the Code, we entered intoekdtansfer restriction agreement with our
largest stockholder, the Union VEBA, and amendatirastated our certificate of incorporation to ud# restrictions on transfers involving !
ownership. These transfer restrictions may makestmgk less attractive to large institutional hotgeliscourage potential acquirers from
attempting to take over our company, limit the erilcat investors might be willing to pay for shaoésur common stock and otherwise hinder
the market for our common stock.

We could engage in or approve transactions involyiour common shares that inadvertently impair theaiof 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 anygeri 36 consecutive months, an ownership chargydetermined under the Code. Cer
transactions may be included in the calculatioarobwnership change, including transactions inng\aur repurchase or issuance of our
common shares. When we engage in or approve amsaition involving our common shares that may bkiged in the calculation of an
ownership change, our practice is to first perfdine calculations necessary to confirm that ourityliib use our federal income tax attributes
will not be affected. These calculations are compled reflect certain necessary assumptions. Aaeglyd it is possible that we could approve
or engage in a transaction involving our commonresh¢hat causes an ownership change and inadvgrirapiir the use of our federal income
tax attributes.

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 beforeyteagage in transactions involving our common st¥¢k could engage in or approve
transactions involving our common stock that limir ability to approve future transactions invotyiour common stock by our 5%
stockholders in accordance with the transfer m&#tris in our certificate of incorporation withdatpairing the use of our federal income tax
attributes. In addition, we could engage in or agprtransactions involving our common stock thaiseastockholders owning less than 5% to
become 5% stockholders, resulting in those stocldrslhaving to seek the approval of, or a determinabipnour Board of Directors under ¢
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% to ineca 5% stockholder even though it
has not acquired any additional shares.

Our results may fail to meet investor expectaticarsd the trading price of our stock may decline digea variety of factors beyond our
control.

Our financial and operating results may baificantly below the expectations of public marketlysts and investors and the price of our
common stock may decline due to the factors beymmaontrol, including, among others:

. volatility in the spot market for primary aluminuamd energy cost
. cyclical aspects impacting demand for our prodt
. changes in the volume, price and mix of the prosluat sell;

. nor-cash charges including I-in, first-out, or“LIFO”, inventory charges and impairments, lower of cosharket valuatiot
adjustments to inventory, mark-to-market gains lasdes related to our derivative transactions amghirments of fixed assets and
investments

. unanticipated interruptions of our operations idahg variations in the maintenance needs for ocilifies;
. unanticipated changes in our labor relations andmmechanges in employee benefits and healthcgtdatéons;

. our annual accruals for variable payment obligatitmthe Union VEBA and another VEBA that provitesefits for certain othe
eligible retirees and their surviving spouses digllde dependents (which we refer to as the “SathWEBA”, and, collectively with
the Union VEBA, the'VEBAS"); and

. U.S. and global economic conditiot
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 stockholde
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We are obligated to make annual paymentsadJtion VEBA and Salaried VEBA calculated baseaonprofitability and therefore, not
all of our earnings will be available to our stookders. The aggregate amount of our annual paynteniese VEBAS is capped however at
$20 million and is subject to other limitations. Asesult of these payment obligations, our easaryl cash flows may be reduced. In
connection with the renegotiation and entry oftmlaagreement with the USW, we agreed to extenabligation to make annual payments to
the Union VEBA to September 30, 2017. Although obligation to make annual payments to the Union ¥XE&minates for periods
beginning after September 30, 2017, the Union VEBAther groups representing our current and futetieed hourly employees may seek to
extend our obligation beyond the termination dAtey such extension could have a material adverfeetedn our financial position, results of
operations and cash flows.

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

The Union VEBA owns approximately 18% of outsianding common stock as of February 16, 2011 #Aessult, the Union VEBA has
significant influence over matters requiring stockler approval, including the composition of ouraBa of Directors. Further, to the extent t
the Union VEBA and other substantial stockholdeesaxto act in concert, they could potentially cohény action taken by our stockholders.
This concentration of ownership could also fadiitar hinder proxy contests, tender offers, operketgpurchase programs, mergers or other
purchases of our common stock that might othergige stockholders the opportunity to realize a ptemover the then prevailing market
price of our common stock or cause the market pricair 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 nogal with our interests or the
interests of our other investors.

Pursuant to agreements between the CompanthandSWw, the USW has the right to nominate candglehich, if elected, would
constitute 40% of our Board of Directors througlpt®enber 30, 2015 at which time the USW is requicecause any director nominated by the
USW to submit his or her resignation to our Boafr®ivectors, which submission our Board of Direstonay accept or reject in its discretion.
As a result, the directors nominated by the USWelasgignificant voice in the decisions of our Boafdirectors. It is possible that the USW
may seek to extend the term of the agreement amiitt to nominate board members beyond 2015.

Payment of dividends may not continue in the futused our payment of dividends and stock repurchaaes subject to restrictior

In June 2007, our Board of Directors initiated payment of a regular quarterly cash dividénduarterly cash dividend has been paid in
each subsequent quarter. The future declaratiopaychent of dividends, if any, will be at the destoon of the Board of Directors and will
depend on a number of factors, including our finalrend operating results, financial condition,ieipated cash requirements and ability to
satisfy conditions reflected in our revolving crtefdicility. We can give no assurance that dividewilsbe declared and paid in the future. Our
revolving credit facility, as amended and restatedarch 23, 2010, restricts our ability to payidands and repurchase our common shares.
Under our revolving credit facility, we may pay hagividends and/or repurchase shares only if wentagi certain borrowing availability and
are not in default. In addition, if there is anytsianding loan under our revolving credit facilithe amount of cash dividends we pay during
any fiscal year is limited based on our borrowirgikbility.

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 stddasfer restriction agreement with the Union VEB#ay impede or discourage
takeover, which could adversely affect the valueoof common stock.

Provisions of Delaware law, our certificateroforporation and bylaws and the stock transfstriction agreement with the Union VEBA
may discourage a change of control of our compardeter tender offers for our common stock. Wecareently subject to anti-takeover
provisions under Delaware law. These anti-takepvevisions impose various impediments to the abdita third party to acquire control of
us. Additionally, provisions of our certificate imfcorporation and bylaws impose various procedanal
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other requirements, which could make it more difi¢or stockholders to effect certain corporatéars. For example, our certificate of
incorporation authorizes our Board of Directorsl&termine the rights, preferences and privilegessrastrictions of unissued shares of
preferred stock without any vote or action by dockholders. As a result, our Board of Directors eathorize and issue shares of preferred
stock with voting or conversion rights that couttyarsely affect the voting or other rights of haklef common stock. Our certificate of
incorporation also divides our Board of Directarithree classes of directors who serve for stagierms. A significant effect of a classifi
Board of Directors may be to deter hostile take@atempts because an acquirer could experiencgdielaeplacing a majority of directors.
Moreover, stockholders are not permitted to calbecial meeting. Our certificate of incorporatignipbits certain transactions in our common
stock involving 5% stockholders or parties who vebliecome 5% stockholders as a result of the tréinga¢n addition, we are party to a stock
transfer restriction agreement with the Union VE®Aich limits its ability to transfer our common sko The general effect of the transfer
restrictions in the stock transfer restriction @gnent and our certificate of incorporation is tsume that a change in ownership of more than
45% of our outstanding common stock cannot occaninthree-year period without the consent of ooar of Directors. These rights and
provisions may have the effect of delaying or détgra change of control of our company and maytlihe price that investors might be
willing to pay in the future for shares of our commstock.

Iltem 1B. Unresolved Staff Comments

None.
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Item 2. Properties

As of December 31, 2010, the locations ofgthiecipal plants and other materially important piegl properties relating to our Fabricated

Products segment are below:

Location Square footage Owned or Leased
Chandler, Arizona (Tube 93,00( Lease(1)
Florence, Alabam 252,00( 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 (Bellwood), Virginit 430,00( Ownec
Plainfield, lllinois 80,00( Lease(4)
Sherman, Texa 313,00( Ownec
Spokane, Washingtc 2,866,001 Owned/Lease(5)
Total 6,595,00!

(1) The Chandler, Arizona (Tube) facility is seti to a land lease with a primary lease termekpires in 2033. We have certain extension

rights in respect of the Chandler, Arizona le:
(2) The Kalamazoo, Michigan facility is subject to ade with a 2033 expiration da

(3) The Richland, Washington facility is subjéxt lease with a December 2011 expiration datgestito certain extension rights held by

us.
(4) The Plainfield, lllinois facility is subject to adse with a March 2011 expiration d

(5) The Spokane, Washington facility consist,G#45,000 square feet which is owned and 121,008rsdfeet, which is subject to a lease

with a 2015 expiration date and a renewal optidsjexii to certain terms and conditiol

Plants and equipment and other facilitiesgamerally in good condition and suitable for theiended uses.

Our corporate headquarters located in Fod®atch, California, is a leased facility consistaf@5,000 square feet at December 31, 2010,

with an expiration date of June 2016.

In connection with the acquisition of the miauturing facility and related assets of Alexco, aegjuired an additional 81,000 square feet of

property which is subject to a land lease withratial term that expires in 2023 and a renewal@ptubject to certain terms and conditions.

Item 3. Legal Proceedings

None.

Item 4. [Removed and Reserved].
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PART Il

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters and Issuer Purchases &quity Securities
Market Information
Our outstanding common stock is traded orNtasdaq Global Select Market under the ticker syrmikalLU.”
The following table sets forth the high and Isale prices of our common stock for each quariestiod for fiscal years 2009 and 2010:

High Low

Fiscal 201(

First quartel $44.4( $32.8:¢

Second quarte $41.6: $32.91

Third quarte! $43.2¢ $33.9(

Fourth quarte $52.0( $42.07
Fiscal 200¢

First quartel $29.2¢ $16.3¢

Second quarte $37.41 $22.1¢

Third quartel $41.6¢ $29.7¢

Fourth quarte $43.5¢ $33.1¢
Holders

As of February 16, 2011, there were approxétyat31 holders of record of our common stock.

Dividends

Commencing June 2007, our Board of Directoitiated the declaration of regular quarterly cdstidends to holders of our common stock,
including the holders of restricted stock. Suchd#nd declarations also resulted in the paymerdividiend equivalents to the holders of cer
restricted stock units and the holders of perforreashares with respect to one half of the perfooaahares issued under our equity and
performance incentive plan. Total cash dividenadsl @vidend equivalents) paid in 2010, 2009 and3@6ére $0.96 per share (or
$19.0 million), $0.96 per share (or $19.6 milli@md $0.84 per common share (or $17.2 million), eetpely.

In January 2011, our Board of Director dedaaaother quarterly cash dividend of $0.24 per comshare, or $4.7 million, to holders of
record at the close of business on January 24,,2@ith was paid on or about February 15, 2011.

Future declaration and payment of dividendany, 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. Our revolving ctédcility, as amended and restated on March 2302places certain limitations on our ability
to pay dividends.

Stock Performance Graph

The following graph compares the cumulativtaltehareholder return on the Compangbmmon stock with: (i) the Russell 2000 andt(ig
S&P SmallCap 600. The graph assumes (i) an initiedstment of $100 as of July 7, 2006, the first da which the Company’s common stock
began trading on the Nasdaq Stock Market anddfiivestment of all dividends. The performance griapiot necessarily indicative of future
performance of our stock price.
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COMPARISON OF 54 MONTH CUMULATIVE TOTAL RETURN®
Among Kaiser Aluminum Corporation, the S&P Smallcap 600 Index
and the Russell 2000 Index
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Copyright® 2010 S&P, a division of The McGr:Hill Companies Inc. All rights reserve

Our performance graph reflects the cumulatdtern of (i) the Russell 2000, a broad equity neairkdex of which we are a component, and
(ii) the S&P SmallCap 600 index, of which we becaarmmponent in 2010.

Issuer Repurchases of Equity Securities

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 im&l and external growth opportunities and futwasicflows. The program may be modified,
extended or terminated by our Board of Directorarst time. All shares repurchased under this stepkrchase program were treated as
treasury shares. As of December 31, 2010, $46lbmilemained available for repurchases under Xistieg authorization.

During the first quarter of 2010, in connentigith our issuance of $175 million principal amoof 4.5% Cash Convertible Senior Notes
due April 2015 (the “Notes”), and pursuant to assefe authorization from our Board of Directors,purchased $44.2 million, or
approximately 1.2 million shares of our outstandiogimon stock, in a privately negotiated, off-matkansactions (sddquidity and Capital
Resource— Debt” in Part II. Item 7. “Management’s Discussion ancalysis of Financial Condition and Results of Opiers” of this
Report).
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Item 6. Selected Financial Data

All financial statement information beforeydl, 2006 relates to periods before our emergemre Chapter 11 bankruptcy. There will be a
number of differences between the financial statésmbefore and after emergence that will make coisqas of future and past financial
information difficult and may make it more diffidutb assess our future prospects based on hidtpacformance. For example, earnings
(loss) per share and share information for perimfsre emergence from Chapter 11 bankruptcy map@abeaningful because, pursuant to
our plan of reorganization, the equity interestthim Company’s existing stockholders were cancelligidout consideration.

In connection with our emergence from Chapifebankruptcy, we also made some changes to oauating policies and procedures,
including those made as part of the applicatioffrekh start” accounting as required by the Amanritisstitute of Certified Professional
Accountants Statement of Position 90-7 (“SOP 9Q+hancial Reporting by Entities in Reorganizationdér the Bankruptcy Codén
general, our accounting policies are the same asrolar to those historically used to prepare fineincial statements. In certain cases,
however, we adopted different accounting princifptesor applied methodologies differently to, qost emergence financial statement
information. For instance, we changed our accogntiethodologies with respect to inventory accountifvhile we still account for inventori
on a last-in, first-out (“LIFO”) basis after emerge, we are applying LIFO differently than we didle past. Specifically, we now view each
guarter on a standalone basis for computing LIFQheé past, we recorded LIFO amounts with a viethéoentire fiscal year, which, with
certain exceptions, tended to result in LIFO chafgeing recorded in the fourth quarter or secoridofizhe year.

The following table represents our selectadrtial data. The table should be read in conjanstivith Item 7. “Management’s Discussion
and Analysis of Financial Condition and ResultOgierations” and Item 8. “Financial Statements ampp&mentary Data” of this Report.

Year Ended December 31, 2006

Year Year Year Year 1-Jul-06
Ended Ended Ended Ended through 1-Jan-06
December 31, December 31, December 31, December 31, December 31, to
2010 2009 2008 2007 2006 1-Jul-06

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

Net sales $1,079.: $987.( $1,508.: $1,504.t $667.5 $ 689.¢
Income (loss) from continuing

operations 14.1 70.t (68.5) 101.C 26.2 3,136.¢
Income from discontinue

operations — — — — — 4.3
Net income (loss $ 14.1 $ 70.t $ (68.5) $ 101.C $ 26.2 $3,141..

Basic income (loss) per sha
Income (loss) from continuing

operations $ 0.7 $ 3.51 $ (3.4%) $ 4.91 $ 1.31 $ 39.37
Income from discontinue

operations — — — — — 0.0t
Net income (loss) per she $ 0.7 $ 3.51 $ (3.4%) $ 4.91 $ 1.31 $ 39.4:

Diluted income (loss) per shal
Income (loss) from continuing

operations $ 0.7 $ 3.51 $ (3.4%) $ 4.91 $ 1.3C $ 39.37
Income from discontinued

operations — — — — — 0.0t
Net income (loss) per she $ 0.7 $ 3.51 $ (3.4%) $ 4.91 $ 1.3C $ 39.4:
Shipments (mm Ibs 514.¢ 542.¢ 691.¢ 705.( 326.¢ 350.¢
Average realized third party sal

price (per Ib) $ 2.1C $ 1.82 $ 2.1¢ $ 218 $ 2.04 $ 1.9
Cash dividends declared per

common shar $ 0.9¢ $ 0.9¢ $ 0.6€ $ 0.54 $ — $ —
Capital expenditures, net of

accounts payabl $ 38.¢C $ 59.2 $ 93z $ 61.¢ $ 30.C $ 281
Depreciation and amortizatic

expense $ 19. $ 16.£ $ 14.7 $ 11.¢ $ 5% $ 9.8

December 31,
2010 2009 2008 2007 2006

Total asset $1,342.. $1,085.! $1,145.. $1,165.: $655.4
Long-term borrowings, including amounts due wit|

one yeal 188.( 7.C 43.C — 50.C
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In addition to the operational results diseds® Item 7. “Management’s Discussion and Analg$iBinancial Condition and Results of
Operations,” significant items that impacted theficial results included, but were not limitedtte following:

2010:

To enhance our liquidity and financial strength #ealibility, in March 2010 we implemented a newdincing structure, compris:
of:

. A $200 million revolving credit facility maturingniMarch 2014, secured by substantially all of tbeoaints receivabl
and inventory of our domestic operating subsidgsied certain other assets and proceeds relatngtt

. The issuance of Notes in the aggregate principaluainof $175 million

. The purchase of call options indexed to our oteclksto hedge the cash obligations upon potentialersion of the
Notes;

. The issuance of warrants to effectively increagectinversion price of the Notes from $48.32 perestia$61.36 pe
share; an

. The repurchase of approximately 1.2 million skarour common stock, using $44.2 million of tie¢ proceeds from
the Notes offering

We recorded $11.3 million of interest expense imgato amortization of nc-cash debt discount and debt issuance cost as s\
cash interest expense in connection with the N«

We increased our environmental reserve by $131m of which $13.4 million was in connection thiour submission of a draft
feasibility study to the State of Washington ont8eyber 8, 2010 to address the historical use sfagihtaining polychlorinated
biphenyls, or PCBs, at our Trentwood facility inoBBane, Washington facility and to reflect plansremediation for the next

30 years

We completed the strategic acquisition of the ufiacturing facility in Florence, Alabama, and reldiassets, of Nichols, which
manufactures bare mechanical alloy wire produ@is mnd aluminum rod and expands our offeringsnedll diameter rod, bar and
wire products to our core end market segmentsdorspace, general engineering and automotive apiplics. Consideration for the
acquisition was $15.7 million, consisting of a $&illlion cash payment and a promissory note of $@illion, as well as the
assumption of certain liabilities totaling approxitely $2.1 million.

We received $4.8 million of cash and recorded & $#iillion asset impairment charge in connectiorhwtiite sale of our Greenwoc
South Carolina facility

We recorded a $2.7 million asset impairment chargegard to certain property, plant and equipm
We generated $66.3 million of cash from operatir
We paid dividends and dividend equivalents tota$d§.0 million in 2010

The Union VEBA sold 1,321,485 shares of our comrstmck at a weighte-average price of $39.39 per share thereby incrg:
VEBA assets by $52.1 million and reducing Stockkd equity by $32.5 million (net of tax

We recorded $80.5 million of n-cash, pr-tax, unrealized mark to market gains on our deikregbositions

We generated $127.7 million of cash from operatiomgaid $36 million borrowed in 2008 under ouraleing credit facility, anc
had no borrowings and $161.9 million of borrowirapacity (net of capacity used for letters of cheditder our revolving credit
facility as of December 31, 200

We paid dividends and dividend equivalents tota$$a§.6 million in 2009
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2008:

We recorded a $9.3 million lower of cost or maikeentory adjustment in the first quarter of 2@08: to a decline in metal prices
following December 31, 200:

We continued to fully impair our investment in Aagey during the first half of 2009, resulting inp@airment charges «

$1.8 million. Anglesey fully curtailed its smeltirgperations at the end of September 30, 2009 aminemced remelt and casting
operations in the fourth quarter of 2009. Due pgally to a significant loss incurred by Anglesayritig the third quarter of 2009,
relating primarily to charges recorded for employedundancy costs in connection with the cessatiots smelting operations, we
suspended the use of the equity method of accauntimmencing in the third quarter of 20

In the first quarter of 2009, we incurred restruicty costs and other charges in connection wittctbsure of our Tulsa, Oklahon
facility. Such costs consisted principally of caatrtermination and facility shut-down costs. la #econd quarter of 2009, we
curtailed operations at our Bellwood, Virginia fégito focus solely on drive shaft and seamlesgetproducts and shut down the
Bellwood, Virginia facility temporarily during theonth of July 2009, in response to planned shutdawithe automotive industry
and continued weak economic and market conditionaddition, we reduced our personnel in certaireptocations in the second
quarter in an effort to streamline costs. In cotinecwith these plans, we recorded restructuringgcand other charges of $5.4
million, principally related to involuntary emplogeermination and other personnel co

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

We recorded a $65.5 million lower of cost or nedrikventory adjustment due to the decline in mptiles. 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 closetpes at our Tulsa, Oklahoma facility and curtgibrations at our Bellwood,
Virginia facility due to deteriorating economic ammarket conditions. These actions resulted in &uetsiring charge of $8.8 millic
in the fourth quarter of 2008 related to employaeination benefits and asset impairm:

Based on a review of new facts and circumstatiG@scame into light during the fourth quarter 608 and early 2009 regarding
Anglesey, we did not expect to be able to recoverimvestment in Anglesey, based on the expectatianAnglesey would fully
curtail its smelting operations at the end of Seyiter 2009, when its power contract expired. Assaltewe recorded an impairme
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 receivediBillon (approximately

14.0 million British Pounds Sterling) in a partiaburance settlement, of which $10 million was rded as an increase in our eq
in earnings and an increase in our investment iglésey. This amount was subsequently impaired ae®ber 31, 200¢

We announced a $75 million stock repurchase fgaommence after July 6, 2008. We repurchased’68Xhares of common
stock at a weighte-average price of $49.05 per share, or total co$26f1 million, under the repurchase pl

We began drawing down on our revolving creditlfigzcduring the last two quarters of 2008 and 1$36.0 million of outstanding
borrowings at December 31, 20(

We paid dividends and dividend equivalents tota$a@.2 million in 2008

During the fourth quarter, we repaid our $50 milli@rm loan

In June 2007, our Board of Directors initiated gular quarterly dividend of $0.18 per share. Welgaial dividends of $7.4 millio
in 2007.
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. In addition, in 2007 we determined that we met‘tmore likely than not” criteria for recognitiori our deferred tax assets and we
released the vast majority of the valuations alloega At December 31, 2007, total assets includédeferred tax assets of

$327.8 million.

2006:

. We emerged from Chapter 11 bankruptcy on JuB086 with our then-existing fabricated product fiies and operations and a
49% interest in Anglesey. During the period fromuy 1, 2006 to July 1, 2006, we recorded gaimmsgmergence and other

reorganization related benefits of approximatelyl&8llion.
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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. Thes¢esteents appear throughout this Report and can betified 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 acttedults may vary from those in the forward-
looking statements as a result of various factdhgese factors include: the effectiveness of managesstrategies and decisions; general
economic and business conditions including cydligaind other conditions in the aerospace, autoreohind other end market segments we
serve; developments in technology; new or modgtatuitory or regulatory requirements; and changprices and market conditions. This It
and ltem 1A. “Risk Factors” each identify other flacs that could cause actual results to vary. Nsurance can be given that these are all of
the factors that could cause actual results to vaaterially from the forward-looking statements.

In accordance with Section 404 of the Sarb&ey Act of 2002, our management, including ohie® Executive Officer and Chief
Financial Officer, conducted an evaluation of aueinal control over financial reporting and comlgd that such control was effective as of
December 31, 2010. Management’s report on theteféeress of our internal control over financialogjing and the related report of our
independent registered public accounting firm aoduided in Item 8. “Financial Statements and Suppletary Data” of this Report.

Management’s discussion and analysis of firmondition and results of operations (“MD&A”) @esigned to provide a reader of our
financial statements with a narrative from the pecsive of our management on our financial condijtiesults of operations, liquidity, and
certain other factors that may affect our futurgutss. Our MD&A is presented in the following sects:

. Overview;

. Management Review of 2010 and Outlook for the Fayt

. Results of Operation:

. Liquidity and Capital Resource

. Contractual Obligations, Commercial Commitments @ff-Balanc-Sheet and Other Arrangemer
. Critical Accounting Estimates and Polici

. New Accounting Pronouncements; &

. Available Information

Our MD&A should be read in conjunction wittethonsolidated financial statements and relateglsnotluded in Item 8. “Financial
Statements and Supplementary Data,” of this AnRegdort on Form 10-K.

In the discussion of operating results belosvtain items are referred to as non-run-rate itéras purposes of such discussion, non-run-rate
items are items that, while they may recur fronmqekto-period, (i) are particularly material to véts, (ii) affect costs primarily as a result of
external market factors, and (iii) may not recufuiture periods if the same level of underlyingfpemance were to occur. Non-run-rate items
are part of our business and operating environtetnare worthy of being highlighted for the benefithe users of the financial statements.
Our intent is to allow users of the financial stagats to consider our results both in light of asgarately from items such as fluctuations in
underlying metal prices, natural gas prices, andeoey exchange rates.

Overview

We are a leading North American manufactufexemi-fabricated specialty aluminum products fercsspace / high strength, general
engineering, automotive, and other industrial agpions. We also own a 49% interest in Angleseyvhium Limited (“Anglesey”), which
owns and operates a secondary aluminum remeltastohg facility in Holyhead, Wales.

At December 31, 2010, we operated 10 focuseduztion facilities in the United States and oaélity in Canada that produce rolled,
extruded, and drawn aluminum products used prifigifa aerospace and defense, automotive, consdum@bles, electronics, electrical, and
machinery and equipment end market segment applisatThrough these facilities, we produced angstul
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approximately 514.2 million pounds of semi-fabrehluminum products which comprised effectivelyofbur total consolidated net sales of
approximately $1,079.1 million during the year esh@=cember 31, 2010.

We have long-standing relationships with austomers, which consist primarily of blue-chip canjes including leading aerospace
companies, automotive suppliers and metal diswitsuin our served markets, we believe we areupelger of choice to many of our
customers, providing “Best in Classlistomer satisfaction and offering a broad progoctfolio. We have a culture of continuous improestt
that is facilitated by the Kaiser Production Sys{gKPS”), an integrated application of the toolsL&fan manufacturing, Six Sigma and Total
Productive Manufacturing. We believe KPS enablefwntinuously reduce our own manufacturing cadtminate waste throughout the
value chain, and deliver “Best in Class” custom@wige through consistent, on-time delivery of sugrequality products on short lead times.
We strive to tightly integrate the management afaperations across multiple production facilitipggduct lines and our served markets in
order to maximize the efficiency of product flowdar customers.

A fundamental part of our business model imitigate the impact of aluminum price volatility @ur cash flow. We manage the risk of
fluctuations in the price of primary aluminum thgtueither (i) pricing policies that allow us to pake underlying cost of metal onto
customers, or (ii) hedging by purchasing finandidivatives to shield us from exposure relatedrto price sales contracts that specify the
underlying metal price plus a conversion pricermfany aluminum prices fell significantly in the ldsdlf of 2008, reaching a low point during
the first quarter of 2009. Since the first quadE2009, primary aluminum prices have generallyéased, except for a slight decline in the
second quarter of 2010, followed by a pricing retmbduring the last half of 2010. The average Londl@tal Exchange (“LME”) transaction
price per pound of primary aluminum for 2010, 2@®@ 2008 were $0.99, $0.76 and $1.17, respectis¢lebruary 16, 2011, the LME
transaction price per pound was $1.12.

Our highly engineered products are manufadttwseneet demanding requirements of aerospaceefedsk, general engineering,
automotive and other industrial applications. Weehtocused our business on select end market se@pplications where we believe we h
sustainable competitive advantages and opportarfitielong-term profitable growth. We believe that differentiate ourselves with a broad
product offering, “Best in Class” customer satisifat and the ability to provide superior produé¢tsugh our Kaiser Sele€tproduct line. Our
Kaiser Selec® products are manufactured to deliver enhanced ptadharacteristics with improved consistency whigsults in better
performance, lower waste, and, in many cases, loagrfor our customers.

In the commercial aerospace sector, we betteaeglobal economic growth and development vaghtinue to drive growth in airline
passenger miles. In addition, trends such as lomgges and larger payloads, and a focus on ftielexicy have increased the demand for new
and larger aircraft. We believe that the Idegn demand drivers, including growing build ratasger airframes and increased use of mono
design throughout the industry will continue torgse demand for our high strength aerospace Mateolithic design and construction
utilizes aluminum plate that is heavily machineddon the desired part from a single piece of matabpposed to using aluminum sheet,
extrusions or forgings that are affixed to one habusing rivets, bolts or welds.

Our products are also sold into defense enttehaegments. Ongoing requirements of active anjliengagements continue to drive den
for armor plates. Longer term, we expect the prido®f theF-35, or Joint Strike Fighter, to also drive demanddar high strength produc

Commercial aerospace and defense applicatiavs demanding customer requirements for qualitycamsistency. As a result, there are a
very limited number of suppliers worldwide who apelified to serve these market segments. We ebavriers to entry include significant
capital requirements, technological expertise arigaous qualification process for safety-critiegiplications.

Our general engineering products serve théiNlmerican industrial market segments, and denfianthese products generally tracks the
broader economic environment. We expect a gradaealmery in demand throughout the supply chain @gtionomy continues to improve.

We expect the 2011 North American automote@a build rates to increase approximately 14% @24.0. Our automotive products
typically have specific performance attributesénms of machinability and mechanical propertiessfegcific applications across a broad mi
North American original equipment manufactur¢‘OEMs”) and automotive platforms. We believe that theséates are not easily replical
by our competitors and are important to our custsmeho are typically first tier automotive suppiieAdditionally, we believe that in North
America, from 2001 to 2008, the aluminum extrusiontent per vehicle grew at a compound annual droate of 5%, as automotive OEMs
and their suppliers find opportunities to decreasght without sacrificing structural integrity asdfety performance. We also believe the
United States’ Corporate Average Fuel Economy (“EARegulations, which increase fuel efficiencyratards on an annual basis, will
continue to drive growth in demand for aluminumreged components in passenger vehicles as a repdatdor the heavier weight of steel
components.

For purposes of segment reporting under Uriiiadles generally accepted accounting principle®A&P”), we treat our Fabricated Products
segment as its own reportable segment. We combinthoee other business units, Secondary Alumirtdedging and the Corporate and Other
into one category, which we refer to as All Otht.Other is not considered a reportable
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segment (see Note 16 of Notes to Consolidated Eiab8tatements included in Item 8. “Financial 8taénts and Supplementary Data” of this
Report).

Management Review of 2010 and Outlook for the Futue

Overall Fabricated Products shipment volume&0i10 increased significantly as compared to 26€fcting improved economic conditic
and significantly stronger demand for general eegiing and automotive applications, as distribdestocking that was prevalent in 2009
abated in 2010 and automotive build rates imprawest the prior year. Shipments of aerospace artu $tigngth products were moderately
higher in 2010, reflecting improved end market segndemand mitigated by continued destocking adsmace plate products by aircraft
manufacturers.

Our 2010 results reflected a 20% increasealrieated Products shipment volume and a modeeateedse in Fabricated Products realized
prices. The decrease in prices in our FabricatedRts segment reflects primarily lower value-addeanue per pound as compared to 2009,
largely offset by the pass-through to custometsigiier underlying hedged, alloyed metal prices. déeline in valueaedded revenue per pou
was due to a shift in mix toward lower margin prouand slightly lower pricing during the year.

Our focus in 2010 was to (i) launch productimour world class Kalamazoo, Michigan casting exitusion facility, (ii) continue to
improve manufacturing efficiencies to achieve farthost improvements over our 2009 performandg efipand our product offering of Kais
Select® products to meet the needs and specifications m€wstomers, (iv) continue to strengthen our ptatféor growth through the strategic
acquisitions and continued investment in our busgspand (v) strengthen our financial position anermify our funding sources through the
refinancing of our revolving credit facility andelissuance of cash convertible senior notes.

Looking ahead, we expect incremental sales fitee acquisition of the assets of Alexco and Niglaong with increased demand for our
aerospace and high strength products in 2011 cadpgar2010. Longer-term, we expect robust growthvierall demand for our aerospace and
high strength products as we move into 2012, driwegrowing commercial aircraft build rates, largécrafts and higher use of aluminum
plate as aircraft manufacturers more broadly @ilizonolithic design in the production process.dditon, we expect aerospace supply chain
inventories to reach equilibrium within the nexbtio three years, although specific timing of stefmains uncertain. We expect demand for
general engineering products to steadily improweng2011 with the gradual recovery of North Amandndustrial production. Automotive
demand is expected to improve approximately 14%tixed to 2010, tracking anticipated higher North é&roan automotive build rates
compared to 2010. Our focus in 2011 will be:

. achieving ful-scale production at our world class Kalamazoo, Mjah casting and extrusion facility during 20

. integrating fully the manufacturing facility in Chdler, Arizona, and other assets of Alexco L.L."Alexcc”), which manufacture
hard alloy extrusions for aerospace applicatiants, the operations of our Fabricated Products sagr

. continuing to invest in our facilities to supporogth and further enhance operating efficienc

. continuing to differentiate ourselves with adulital Kaiser Sele& products, “Best In Class” customer satisfactiorgray delivery
performance, expanded product breadth, and bragateyraphic marketing presence; i

. continuing to improve the manufacturing efficierscaf our facilities to generate additional cost ioy@ments over our performance
2010.

Results of Operations
Fiscal 2010 Summary

. Net sales for 2010 increased to $1,079.1 milliomared to $987.0 million for 2009. The increaséuded higher Fabricated Produ
segment shipment volume, reflecting improved ecdan@mwonditions and stronger demand for productssscomur end market segmer
Partially offsetting the increase in Fabricatedd®iis sales was a decrease of $89.5 million irOAltler sales reflecting a decrease in
shipment volume of primary aluminum products duthecessation of Angles’s smelting operation on September 30, 2!

. Our operating income for 2010 was $44.4 million pamed to operating income of $118.7 million for 20@perating income for 20:
included items that we consider to be non-run-ratéch totaled to a charge of $20.7 million, prirharelated to an environmental
expense of $13.9 million and a non-cash impairnchatge of $4.6 million in regard to certain asselating to Property, plant and
equipment. Operating income for 2009 included sigaunt nor-run-rate items totalin
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to a benefit of $55.8 million. These itemelided primarily $80.5 million of nonash mark to market gains on our derivative passt
$9.3 million of lower of cost or market inventoryite-downs and $5.4 million of restructuring costtated primarily to employee
termination costs (see further discussion of owrafing income before non-run-rate in “SegmentBuasiness Unit Information”
below).

. Net income for 2010 was $14.1 million as compace#i#0.5 million of net income for 2009. The netdnte for 2010 and 20C
included all of the nc-run-rate items discussed abo'

. Our effective tax provision rate was 50.4% for 2@4€e discussion i‘Income Tax Provision (Benef").

. In March 2010, we implemented a new financingattire to enhance our liquidity and financial sgtenand flexibility. The financing
was comprised o

. A $200 million revolving credit facility maturingniMarch 2014, secured by substantially all of tbeoants receivable ar
inventory of our domestic operating subsidiaried e@rtain other assets and proceeds relating the

. The issuance of Notes in the aggregate principalusnof $175 million
. The purchase of call options indexed to our owelsto hedge the cash obligations upon potentiatersion of the Notes
. The issuance of warrants to effectively increagectinversion price of the Notes from $48.32 perestea$61.36 per share; a

. The repurchase of approximately 1.2 million shareour common stock, using $44.2 million of thet proceeds from the
issuance of the Note

. We had no borrowings and $168.9 million of borrogvavailability (net of letters of credit) under tRevolving Credit Facility as ¢
December 31, 201!

. On August 9, 2010, we completed the strategicia@tépn of the manufacturing facility in Florenc&labama and related assets of
Nichols, which manufactures bare mechanical alloy wroducts, nails and aluminum rod and expand®ffarings of small diamete
rod, bar and wire products to our core end markginents for aerospace, automotive and general esiig applications.
Consideration for the acquisition was $15.7 millioansisting of a $9.0 million cash payment andanrissory note of $6.7 million, as
well as the assumption of certain liabilities totglapproximately $2.1 millior

. On October 12, 2010, we entered into an agreerognirchase the manufacturing facility in Chanddgizona and related assets
Alexco, which manufactures hard alloy extrusionstf@ aerospace industry. The transaction closedtefe on January 1, 2011. Net
cash consideration for the purchase was $83.3ami(let of $4.9 million of cash received in the @silion), and assumed certain
liabilities totaling $1.0 million

. In 2010, we paid a total of approximately $19.iliom, or $0.96 per common share, in cash dividetalstockholders, including
holders of restricted stock, and in dividend eql@mts to the holders of certain restricted stocitsuend the holders of performance
shares with respect to the target number of pedana shares, which is approximately -half of all outstanding performance shal

. In 2010, our largest shareholder, a voluntary eggx’s beneficiary association, or VEBA, that provideséfits for certain eligibl
retirees represented by certain unions and theusgs and eligible dependents (the “Union VEVAYIdsl, 321,485 shares of our
common stock at a weighted average price of $38e8%hare thereby increasing VEBA assets by $52libmand reducing
Stockholder’ equity by $32.5 million (net of tax

Consolidated Selected Operational and Financial émfmation

The table below provides selected operatiandlfinancial information on a consolidated basisrillions of dollars, except shipments and
prices) for 2010, 2009 and 2008.
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The following data should be read in conjumetivith our consolidated financial statements dredrtotes thereto included in Item 8.
“Financial Statements and Supplementary Data” isflReport. See Note 16 of Notes to Consolidatedritial Statements included in Item 8.
“Financial Statements and Supplementary Data” isfReport for further information regarding segnsent

Years Ended
December 31
2010 2009 2008
(In millions of dollars, except shipments and ageraales prict

Shipments (mm Ibs

Fabricated Produc 514.2 428.5 558.t
All Other? 0.4 113.¢ 133.1
514.¢ 542.¢ 691.€
Average Realized Thi-Party Sales Price (per poun
Fabricated Produc? $ 2.1C $ 2.0¢ $ 2.3¢
All Other3 $ 0.92 $ 0.7¢ $ 1.2¢
Net Sales
Fabricated Produc $ 1,078.¢ $ 897.1 $ 1,336.¢
All Other 0.3 89.¢ 171.¢
Total Net Sale: $ 1,079.: $ 987.( $ 1,508.:
Segment Operating Income (Los*
Fabricated Produc® ¢ $ 78 $ 73 $ 47.¢
All Other? (34.9) 45.1 (138.9)
Total Operating Income (Los $ 444 $ 118.% $ (91.0
Income tax (provision) benet $  (14.9 $ (48] $ 22t
Net Income (Loss $ 141 $ 70t $ (685
Capital Expenditures, net of Accounts paye $ 38.¢ $ 59.: $ 932

1 Shipments in All Other represent shipments of primuminum products produced by Angle’s smelting operations. As a result of
cessation of the smelting operation on Septembe2@O, shipments in 2009 decreased as compa@@D&) and Anglesey did not
produce any primary aluminum in 2010 (see furthigcuksion ir* Segment and Business Unit Informat” below).

2 Average realized prices for our Fabricated Prodsetgnent are subject to fluctuations due to chamgeoduct mix as well as underlyi
primary aluminum prices and are not necessarilicattve of changes in underlying profitability. Skem 1.“Business”

3 Average realized prices for All Other reflect eage realized prices on sales of primary aluminuodpct produced by Anglesey and are
subject to fluctuations in the LME price of me!

4 We periodically reassess the methodologies usatldcate costs among our business units to asegssesit profitability. In 2010, w
modified the allocation of incentive compensatiapense relating to both our long-term incentivenpland certain short-term incentive
plans to our business units. All prior period réshlave been retrospectively adjusted for consigterith cost allocation in 2010. These
reclassifications have no impact on our segmenbosolidated Net sales, or our consolidated opgraticome. Based upon our
methodology to allocate incentive costs among asiress units in 2010, an additional $4.6 milliod 5.6 million of charges relating
to our long-term incentive plans and certain shema employee incentive plans have been includekdroperating results of the
Fabricated Products segment in 2009 and 2008, ctéply .
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5 Fabricated Products segment includes non-cask-toanarket (losses) gains on natural gas anddareurrency hedging activities
totaling $(4.3) million, $4.9 million and $(5.7) hidn for the year ended December 31, 2010, 20@P2008, respectively. For further
discussion regarding mark-to-market matters, sete 4 of Notes to Consolidated Financial Statemiexcisded in Item 8. “Financial
Statements and Supplementary [’ of this Report

6 Fabricated Products segment operating resulthéyear ended December 31, 2010, 2009 and 2@08lmnon-cash last-in, first-out
(“LIFQ”) inventory (charges) benefits of $(16.5)ll@in, $(8.7) million and $7.5 million, respectiyeland metal gains (losses) of
approximately $15.9 million, $5.5 million and $(2)1 million, respectively. Also included in the Fatated Products segment operating
results for the year ended December 31, 2009 a@8 @@re $9.3 million and $65.5 million, respectiveadf lower of cost or market
inventory writedowns and $5.4 million and $8.8 million, respedivef restructuring charges relating to the restiang plans involving
our Tulsa, Oklahoma and Bellwood, Virginia facéi Restructuring charges in 2010 were not matekiab included in the Fabricated
Products segment operating results for the yeagceBecember 31, 2010, 2009 and 2008 were $13.©mit0.7 million and
$5.0 million, respectively, of environmental expenBabricated Products segment operating resul0ft0 also included $3.9 million of
asset impairment charge relating to certain Prgpplant and equipmer

7 The changes in operating income in All Other wetmarily driven by the Hedging business unit op@@tesults. For the year end
December 31, 2010, 2009 and 2008, non-cash mamkatiet gains (losses) on primary aluminum hedgaiiyities were $3.6 million,
$61.2 million and $(67.2) million, respectively. & hon-cash mark-to-market gains (losses) of foreignency derivatives for the year
ended December 31, 2010, 2009 and 2008, were $6mib14.4 million and $(14.2) million, respectiyeFor further discussion
regarding mark-to-market matters, see Note 14 aédlto Consolidated Financial Statements includdteim 8. “Financial Statements
and Supplementary D¢ of this Report

Also included in the operating income of AllHet were $1.8 million and $37.8 million of impairnteharges in 2009 and 2008,
respectively, relating to our investment in Angles

SummaryWe reported net income (loss) of $14.1 million 2010 compared $70.5 million for 2009 and $(68.9)iom for 2008. All
periods include a number of non-run-rate items #éinatmore fully explained below.

Net SalesWe reported Net sales for 2010 of $1,079.1 milkompared to $987.0 million for 2009 and $1,508.Riom for 2008. As more
fully discussed below, the increase in Net salegduhe 2010 was primarily due to an increasedhri€ated Products segment shipments,
partially offset by lower sales in All Other reldte Anglesey’s remelt operations reported on aestnue recognition basis commencing in
the fourth quarter of 2009. Realized prices pemgiior the Fabricated Products segment declingtithfiin 2010 compared to the prior year,
with little impact to Net sales, as higher undeartymetal prices largely offset lower value addecneie. Fluctuation in underlying primary
aluminum market prices does not necessarily diréctpact profitability because (i) a substantiaitipm of the business conducted by the
Fabricated Products segment passes primary alumpmnice changes directly onto customers and (ii)lmdging activities in support of
Fabricated Products segment firm price sales agretnimit our losses as well as gains from primmastal price changes.

Cost of Products Sold Excluding Depreciation, Arzatton and Other Iltem€ost of products sold, excluding depreciation, dipation
and other items for 2010 totaled $946.8 million88%6 of Net Sales, compared to $766.4 million, &870f Net sales, in 2009. Included in C
of products sold, excluding depreciation, amoritmaand other items were $(0.8) million and $80i8iom unrealized mark-to-market
(losses) gains on our derivative positions for2B&0 and 2009, respectively. See Segment and Bissihait Information below for a detailed
discussion of the comparative results of operatfon2010 and 2009.

Cost of products sold, excluding depreciatamprtization and other items for 2009 totaled $4@6illion, or 78% of Net Sales, compare:
$1,400.7 million, or 93% of Net sales, in 2008.Iied in Cost of products sold, excluding depréamtamortization and other items were
$80.5 million and $(87.1) million of unrealized rkep-market gains (losses) on our derivative posgifor 2009 and 2008, respectively. See
“Segment and Business Unit Information” below fatedailed discussion of the comparative resuligpefrations for 2009 and 2008.

Lower of Cost or Market Inventory Write-dowkie recorded lower of cost or market inventory wdtevns of $9.3 million and
$65.5 million in 2009 and 2008, respectively, assult of declining metal prices. There were nodowf cost or market inventory write-downs
in 2010.

Impairment of Investment in Anglesiy2008, we recorded a $37.8 million charge toyfuthpair our investment in Anglesey, and we
recorded additional impairment charges totalin@$iillion in 2009. Based on our assessment ofdleesfand circumstances, we suspende
equity method of accounting for our investment imgfesey commencing in the third quarter of 2009 @nttinuing through December 31,
2010.
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Restructuring Costs and Other ChargesDecember 2008, we announced plans to close wlsa;TOklahoma facility and curtail operatic
at our Bellwood, Virginia facility due to deterigitag economic and market conditions. In connectigth these plans, we recorded $8.8 million
of restructuring costs and other charges in 20@8%n8 million of additional charges in 2009. Imaection with plans announced in 2009 to
further curtail operations at our Bellwood, Virgarfacility we recorded in 2009 an additional $4.iliom of restructuring costs and other
charges. We recorded an immaterial amount of retstring benefits in 2010 primarily related to $ifllion of revisions of estimated
employee termination costs, offset by an additisasiructuring charge of $0.7 million in regardte impairment of certain assets relating to
Construction in progress in connection with thewabreferenced restructuring efforts. See Note INaigs to Consolidated Financial
Statements included in Item 8. “Financial Statermamid Supplementary Data” of this Report for furihéormation regarding our 2008 and
2009 restructuring plans.

Depreciation and Amortizatioepreciation and amortization for 2010 was $19.#ionicompared to $16.4 million for 2009 and
$14.7 million for 2008. Depreciation expense inseghin 2010 compared to 2009 and 2008 primarith@asesult of bringing on-line certain
production equipment relating to investment in Kalamazoo, Michigan facility and our Trentwood fdgiin Spokane, Washington.
Depreciation and amortization in 2010 also inclu8d million of amortization expense relating itaingible assets acquired in connection
with the acquisition of the Florence, Alabama figiin August 2010.

Selling, Administrative, Research and Developreamd, General Selling, administrative, research and developmeemd, general expense
totaled $64.4 million in 2010 compared to $69.9lioml in 2009 and $73.1 million in 2008. The dece=awere primarily due to lower non-cash
stock compensation expense relating to our long-tecentive programs.

Other Operating Charges (Benefit§ther operating charges for 2010 primarily consigte$1.9 million of impairment charge in
connection with the sale of our Greenwood, Souttolte facility, and $2.0 million of impairment cige in regard to certain assets relating to
Construction in progress. Other operating ben&it2009 and 2008 of $0.9 million and $1.4 millisaspectively, reflected primarily recovery
of a pre-Chapter 11 emergence obligation owed téousvhich we had previously established a fullerve.

Interest Expensénterest expense of $11.8 million for 2010 was jariity related to cash and non-cash interest expecsered on our
Notes which were issued on March 29, 2010. Intexegense was zero in 2009 compared with $1.0 millic2008. The change in expetr
from 2008 to 2009 is primarily due to $2.7 milliohinterest capitalization on Construction in pregg, reducing interest expense in 2009 to
zero.

Other (Expense) Income, N€tther (expense) income, net was $(4.2) million20t0, compared to $(0.1) million for 2009 and $®illion
for 2008. Other income (expense), net for 2010 pvamarily related to a net unrealized mark-to-matkes of $4.9 million on the derivative
instruments relating to our Notes. The decreasa 2608 to 2009 was primarily due to lower inteiasbme as the result of lower market
interest rates.

Income Tax ProvisionThe income tax provision for 2010 was $14.3 millionan effective tax rate of 50.4%. The differebetween the
effective tax rate and the projected blended siagutx rate for 2010 was primarily due to (i) aerease in the valuation allowance for certain
federal and state net operating losses, whichtegsin an increase to the income tax provision2oi $nillion and an increase to the blended
statutory tax provision rate of 7.5%; (ii) a de@edn state net operating losses related to lotaée apportionment in various states of
$2.3 million which increased the blended statutatg by 8.0%, (iii) unrecognized tax benefits, irtihg interest and penalties, which
decreased the income tax provision by $1.1 milliad the blended statutory tax provision rate by@dmately 3.9%; (iv) the impact of a non-
deductible compensation expense, which resultedh imcrease to the income tax provision of $0.6ioni) and increased the blended statutory
tax provision rate by approximately 2.1% and (\@ tbreign currency impact on unrecognized tax benefterest and penalties, which resu
in a $0.6 million currency translation adjustmérdttwas recorded in Accumulated other compreherisoame.

The effective tax rate for 2009 was approxehe#0.5%. The difference between the effectivertd® and the projected blended statutory
tax rate for 2009 was primarily due to (i) the irapaf a non-deductible compensation expense, wigistlted in an increase to the income tax
provision of $4.7 million, and increased the bleshd&atutory tax provision rate by approximately?;ii) a decrease in the valuation
allowance for certain federal and state net opsgdtisses, state tax rate adjustments and fedemakrgl business tax credits, which resulted
decrease to the income tax provision of $2.9 nmilkmd a decrease to the blended statutory taxgiooviate of 2.4%; (iii) unrecognized tax
benefits, including interest and penalties, whiatréased the income tax provision by $1.3 milliad ¢he blended statutory tax provision rate
by approximately 1.1%; and (iv) the foreign curngimapact on unrecognized tax benefits, interest@amhlties, which resulted in a
$2.7 million currency translation adjustment thatswecorded in Accumulated other comprehensivenieco

Our effective tax benefit rate was 25.0% fo02. The tax benefit from the United States prebtack loss was partially offset by the tax
provision for Canada and United Kingdom relatindAtiglesey resulting in a blended statutory tax fierate of 39.6%. The difference
between the effective tax benefit rate and thed®drstatutory tax benefit rate for 2008 was prifpatiie to the following factors: (i) an
increase in the valuation allowance for certairefatland state net operating losses, state taadatetments and the impairment related to
Anglesey, which resulted in $7.1 million being idéd in the income tax provision, decreasing teadd statutory tax benefit rate by
approximately 7.7%, (ii) the treatment of our eguitincome before income taxes of Anglesey as a
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reduction (increase) in Cost of products sold ediclg depreciation and the inclusion of the incomedffects of our equity in income in the-
provision, which resulted in $3.5 million being inded in the income tax provision, decreasing tleaded statutory tax benefit rate by
approximately 3.8%, (iii) unrecognized tax benefitgluding interest and penalties, which decredsedncome tax benefit by $2.4 million a
the blended statutory tax benefit rate by approtage?.7%, and (iv) the foreign currency impactwmecognized tax benefits, interest and
penalties, which resulted in a $5.2 million curneb@nslation adjustment that was recorded in Aadated other comprehensive income.

Derivatives

From time-to-time, we enter into derivativartsactions, including forward contracts and optitméimit our economic (i.e., cash) exposure
resulting from (i) metal price risk related to @male of fabricated aluminum products and the peeltd metal used as raw material for our
fabrication operations, (ii) the energy price riskm fluctuating prices for natural gas used in production process, and (iii) foreign currency
requirements with respect to our cash commitmentsduipment purchases and with respect to ourgiorsubsidiaries and affiliate.

In March 2010, in connection with the issuaotéhe Notes, we purchased cash-settled call ngptfthe “Call Options”) relating to our
common stock to limit our exposure to the cash eosion feature of the Notes (see Note 7 of Notésaesolidated Financial Statements
included in Item 8. “Financial Statements and Sepntary Data” of this Report). We may modify therts of our derivative contracts based
on operational needs or financing objectives. Ashmdging activities are generally designed to {mck specified price or range of prices,
realized gains or losses on the derivative corgratifized in the hedging activities generally effsit least a portion of any losses or gains,
respectively, on the transactions being hedgeleatite the transactions occur. However, due tkstmarket accounting, during the term of
the derivative contracts, significant unrealizeghtash gains and losses may be recorded in tbenmstatement. We may also be exposed to
margin calls placed on derivative contracts, whightry to minimize or offset through the managenafrdounterparty credit lines and/or the
utilization of options as part of our hedging aitids. We regularly review the creditworthinessaf derivative counterparties and do not
expect to incur a significant loss from the failofeany counterparties to perform under any agredsne

The fair value of our derivatives recordedtiom Consolidated Balance Sheets at December 30, &t December 31, 2009 was
$0.7 million and $16.5 million, respectively. Theadease in the net position was primarily due éoatidition of two new derivatives in
connection with the issuance of the Notes. The gbsin market value of derivative contracts reslitethe recognition of a $5.6 million
unrealized mark-to-market loss on derivatives, Whie consider to be a non-run-rate item (see Nétef Notes to Consolidated Financial
Statements included in Item 8. “Financial Statemamid Supplementary Data” of this Report).

Fair Value Measurement

We apply the provisions of Accounting Stand@matlification (“ASC”) Topic 820Fair Value Measurements and Disclosurés measuring
the fair value of our derivative contracts andfdie value of our Canadian pension plan assetdfamglan assets of the Union VEBA and
another VEBA that provides for certain other eligitetires and their spouses and eligible depesdém “Salaried VEBA” and, collectively
with the Union VEBA, the “VEBAS").

Commodity, Foreign Currency and Energy Hedge3 he fair values of a majority of these derivatiamtracts are based upon trades in
liquid markets. Valuation model inputs can gengri# verified and valuation techniques do not imedignificant judgment. The fair values
such financial instruments are generally classifigtiin Level 2 of the fair value hierarchy (seetbld of Notes to Consolidated Financial
Statements included in Item 8. “Financial Statemamid Supplementary Data” of this Report). We, harehave some derivative contracts
that do not have observable market quotes. Foeftfieancial instruments, we use significant otheservable inputs (i.e., information
concerning regional premiums for swaps). Where gqeaite, valuations are adjusted for various fagteuch as bid/offer spreads.

Cash Conversion Feature of the Notes and Call @gtie- The value of the cash conversion feature of theeslit measured as the
difference between the estimated fair value ofNbé&es and the estimated fair value of the Notebaut the cash conversion feature. The Notes
were valued based on the trading price of the Nate®ecember 31, 2010. The fair value of the Nuatigisout the cash conversion feature is
present value of the series of fixed income cashdlunder the Notes with a mandatory redemptid0itb. The Call Options are valued using
a binomial lattice valuation model. Significant utp to the model include our stock price, risk-frate, credit spread, dividend yield, expected
volatility of our stock price, and probability oéxtain corporate events, all of which are obsewaigputs by market participants. The
fluctuations in the fair values of the Call Opticared the Notes are primarily due to the changesiirstock price. See Note 14 of Notes to
Consolidated Financial Statements included in I8erffFinancial Statements and Supplementary Datdhis Report for significant assumptic
used in these valuations.

Employee Benefit Plan Assetsin determining the fair value of employee benefitrpassets, we utilize primarily the results ofuadions
supplied by the investment advisors responsiblenf@anaging the assets of each plan. Certain plaisaare valued based
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upon unadjusted quoted market prices in active atarthat are accessible at the measurement datkefaical, unrestricted assets (e.qg., liquid
securities listed on an exchange). Such assetdamsified within Level 1 of the fair value hierbyc Valuation of other invested plan assets is
based on significant observable inputs (e.g., s&ttavalues of registered investment companiesatiahs derived from actual market
transactions, broker-dealer supplied valuationgporelations between a given U.S. market and alh& security). Valuation model inputs
can generally be verified and valuation techniqi@sot involve significant judgment. The fair vadugf such financial instruments are
classified within Level 2 of the fair value hierlyc Our Canadian pension plan assets and the ptmtsaof the VEBAs are measured annually
on December 31.

Restructuring Activities

In December 2008, we announced plans to das& ulsa, Oklahoma facility and curtail operati@®ur Bellwood, Virginia facility due to
deteriorating economic and market conditions. Batlilities produced extruded rod and bar produetd principally to distributors for general
engineering applications. Approximately 45 emplayatthe Tulsa, Oklahoma facility and 125 employaebe Bellwood, Virginia facility
were affected. The restructuring efforts initiateding the fourth quarter of 2008 were substantiatimpleted by the end of 2009.

In May 2009, we announced plans to furthetasboperations at our Bellwood, Virginia facilitg focus solely on drive shaft and seamless
tube products. We also reduced personnel in cesthier locations in the second quarter of 2009reamline costs. Approximately 85
employees were affected by the reduction in fopc@cipally at the Bellwood, Virginia facility. Theestructuring efforts initiated during the
second quarter of 2009 were substantially completetthe end of 2009.

In connection with the above restructuringgf, we incurred restructuring costs and otherggsof $8.8 million in 2008, of which
$4.5 million were related to involuntary employeentinations and $4.3 million were related to agsgairments.

In 2009, we recorded restructuring costs ghdracharges of $5.4 million, of which $4.3 milliarere related to involuntary employee
terminations and other personnel costs, and thairéng $1.1 million were principally related to ¢oact termination costs, facility shut-down
costs and a non-cash asset impairment charge e@iettsonnel-related costs, non-cash expenses abapately $0.8 million related to
accelerated vesting of previously granted stoclethgmyments.

In 2010, we recorded a net restructuring bienéf$0.3 million in connection with the above tregturing efforts, consisting of (i) a benefit
$1.0 million representing revisions of previoussfimated employee termination costs due to extangicinemployment benefits from the
Commonwealth of Virginia and (ii) a non-cash impaént charge of $0.7 million relating to certain fdy, plant and equipment at the
previously closed Tulsa, Oklahoma facility.

Cash restructuring obligation relating to eoygle termination costs was $0.4 million at Decen3ier2010 which we expect to pay in 2011.

These restructuring activities reduced excapgcity in our manufacturing system in responsedaced demand in the general engineering
and ground transportation end market segmentddr2l208 and 2009. As a result, we avoided costsegtto maintaining this excess capacity
during 2009 and 2010, while continuing to maintailequate capacity throughout our operations tolenabto meet anticipated customer n
and to serve anticipated demand in our core markets

Segment and Business Unit Informatic

For the purposes of segment reporting undeABAve have one reportable segment, FabricatediBr@d/Ne also have three other business
units which we combine into All Other. The FabremProducts segment sells value added productsasuobat treat sheet and plate and
extruded rod, bar, wire, and tube products, whiehpgimarily used in aerospace, defense, high gtheigeneral engineering, automotive and
other industrial end market segment applicatiodsOfher consists of Secondary Aluminum, Hedging &worporate and Other business units.
The Secondary Aluminum business unit sells valwedgroducts such as ingot and billet produced hylésey, and receives a portion of a
premium over normal commodity market prices. Oudgieg business unit conducts hedging activitieespect of our exposure to primary
aluminum prices and through September 30, 2009jwtiad hedging activities in respect of British Ré$terling exchange rate risk relating
to Anglesey’s smelting operations. Our Corporate @ther business unit provides general and admétiiae support for our operations. All
Other is not considered a reportable segment. ¢beusating policies of the segment and business ané the same as those described in Note
1 of Notes to Consolidated Financial Statementteim 8. “Financial Statements and SupplementargDeaftthis Report. Segment results are
evaluated internally before interest expense, atikpense (income) and income taxes.
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Fabricated Product:

The table below provides selected operatiandlfinancial information (in millions of dollarseept shipments and average realized sales
price) for our Fabricated Products segment for 2@009 and 2008:

Years Ended
December 31,

2010 2009 2008

Shipments (mm lbs 514.2 428.k 558.k
Composition of average realized tt-party sales price (per poun

Hedged cost of alloyed met $ 1.0Z $ 0.8¢ $ 1.1¢
Average realized thi-party value added reven $ 1.0¢ $ 1.2 $ 1.2
Average realized thi-party sales pric $ 2.1 $ 2.0¢ $ 2.3¢
Net sales $1,078.¢ $ 897.1 $1,336.¢
Segment Operating Incon $ 78.¢ $ 73 $ 47.¢

The table below provides shipment and valukeddevenue information (in millions of dollars ept shipments and value added revenue
per pound) for our end market segment application2010, 2009 and 2008 for our Fabricated Prodsetsnent:

Years Ended
December 31,

2010 2009 2008
Shipments (mm Ibs
Aero/HS Product 158.¢ 144.¢ 157.7
GE Product: 217.¢ 189.( 258.1
Automotive Extrusion: 54.7 36.2 50.2
Other Product 83.7 58.t 92.k
514.: 428.F 558.t
Value added revenu?
Aero/HS Product $ 295. $ 278.C $ 323.¢
GE Product: 174.C 164.7 248.¢
Automotive Extrusion: 45.¢ 31.2 41.¢
Other Product 40.¢ 39.4 58.2
$ 555.¢ $ 513.¢ $ 672t
Value added revenue per poul
Aero/HS Product $ 1.8¢ $ 1.9 $ 2.0t
GE Product: 0.8C 0.87 0.9¢
Automotive Extrusion: 0.8¢ 0.8¢ 0.8<
Other Product 0.4¢ 0.67 0.65
$ 1.0¢ $ 1.2C $ 1.2C

1 Value added revenue represents net sales lesschedgieof alloyed meta

For 2010, Net sales of fabricated productssased by 20% to $1,078.8 million, as compared@92due primarily to a 20% increase in
shipments reflecting improved economic conditiond significantly stronger demand for GE productd Antomotive Extrusions, as
destocking by our distributor customers that wavalent in 2009 abated in 2010 and automotive lrailels improved over the prior year.
Shipments of Aero/HS products were moderately high&010, reflecting improved demand mitigateddoyntinued destocking of aerospace
plate products. Average realized third-party splése increased slightly reflecting
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higher underlying hedged, alloyed metal prices @as¢srough to customers, largely offset by lowdugadded revenue per pound as comp
to 2009. The decline in value-added revenue pengeas due to a shift in mix toward lower margiogarcts and slightly lower pricing during
the year.

For 2009, net sales of fabricated productsedesed by 33% to $897.1 million, as compared t@280e primarily to a 23% decrease in
shipments and a 13% decrease in average realizss pShipments of Aero/HS products in 2009 werel@&er as compared to 2008 due to
inventory destocking of products for aerospaceldgt strength end market segment applications girout the supply chain, which was
largely offset by higher contractual aerospacespdaipments. Shipments of GE products and Autoradixtrusions in 2009 declined 33% as
compared to 2008, reflecting weak economic and etarénditions for these applications, exacerbatesignificant inventory destocking by
our distributor customers and throughout the vahen. The year-over-year reduction in averagezeglprices reflected the pass through to
customers of 25% lower underlying hedged alloyethin#ices. Value-added revenue per pound was ungeithfrom 2008 at $1.20 per pound.

Operating income in the Fabricated Produagsnsat for 2010, 2009 and 2008 included severaklaan-run-rate items. These items are
listed below (in millions of dollars):

Years Ended
December 31,

2010 2009 2008

Operating incom: $ 78.€ $ T3¢ $ 47.¢
Impact to operating income of r-run-rate items

Metal gains (losses) (before considering LIF 15.¢ 5.2 (11.9
Non-cash LIFO (charges) benef (16.5 (8.7 7.5
Non-cash lower of cost or market inventory w-down — (9.3 (65.5)
Mark-to-market (losses) gains on derivative instrum 4.3 4.¢ (5.7
Restructuring benefits (charge 0.3 (5.9 (8.)
Asset impairment chargs (3.€ — —
Environmental expenst (13.9) (0.7) (5.0
Total nor-run-rate items (22.7) (13.9) (88.9)
Operating income excluding n-run-rate items $ 100.5 $ 878 $ 136.¢

As noted above, operating income excludingtified non-runrate items for 2010 was $13.4 million higher thanZ009. Operating incon
for 2009 was $49.5 million lower than for 2008. @gieng income excluding non-run-rate items for 2@0compared to 2009 and for 2009
compared to 2008 reflects the following impacts:

2010 vs. 200¢ 2009 vs. 200t

Favorable/(Unfavorable] Favorable/(Unfavorable’
Sales impac $ 10.C $ (94.0)
Manufacturing efficiency improvemen 9.C 13.€
Energy cost: 7.8 18.5
Planned major maintenan (2.7 6.9
Freight cost: (3.9 6.7
Depreciation expens (3.2 (1.6)
Currency exchange relat (2.9 3.C
Other (1.3 (2.6)
Total $ 134 $ (49.5)

Segment operating results for 2010, 2009 &@8 2nclude (losses) gains on intercompany hedgatiyities with the Hedging business unit
totaling $(0.1) million, $(42.8) million and $16r8illion, respectively. These intercompany amoutitaiaate in consolidation.
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As described in Note 17 of Notes to Consoéddtinancial Statements included in Iltem 8. “Finan8tatements and Supplementary Data”
of this Report, we completed the sale of our maetuféng facility in Greenwood, South Carolina ilyJa010. We received approximately $4.8
million of cash consideration and recognized anaimpent loss of $1.9 million.

On August 9, 2010, we acquired the Florendab&ma facility, and related assets, of Nicholsiciwimanufactures bare mechanical alloy
wire products, nails and aluminum rod for aerospgeaeral engineering, and automotive applicati@usisideration consisted of (i)
$9.0 million in cash, (ii) a promissory note in #w@ount of $6.7 million, payable to Nichols, ang the assumption of certain liabilities
totaling approximately $2.1 million. The transaatigenerated approximately $3.1 million of goodwailid $4.0 million of intangible assets
relating primarily to customer relationships. Th&angible assets are expected to be amortizedaovestimated weightealverage useful life ¢
approximately 18 years.

On October 12, 2010, we entered into an ageaeto purchase the Chandler, Arizona facility (tGeandler, Arizona (Extrusion) facility”),
and related assets, of Alexco, which manufactuaed alloy extrusions for the aerospace industrg Thandler, Arizona (Extrusion) facility is
a well-established supplier of aerospace extrusiamgd the acquisition positions us in a significaatrket segment that provides a natural
complement to our offerings of sheet, plate, colsh and drawn tube products for aerospace apjaita The transaction closed effective on
January 1, 2011. We paid net cash considerati®8®f3 million (net of $4.9 million cash receivedtire acquisition), and assumed certain
liabilities totaling approximately $1.0 million. Ehiransaction generated approximately $34.2 millibgoodwill and $35.4 million of
intangible assets relating primarily to customéatienships. The intangible assets are expectbe @mmortized over an estimated weighted-
average useful life of approximately 25 years, Wwhigll increase amortization expense by approxityabé.7 million in 2011.

Outlook

We continue to be very optimistic about thegiderm prospects for aerospace and high stremgtlications and the opportunities that lie
ahead in 2011. We expect real demand for our ptedn@011 and beyond to be driven by increasirityibates, larger aircraft and continuing
conversions to monolithic design. In addition, Miehols and Alexco acquisitions will further coftite to stronger year over year results.
Longer term, we anticipate that aerospace platplgughain inventories will reach equilibrium withthe next two to three years although such
timing remains uncertain.

The outlook for our general engineering, audtiwe and other applications is also positive asewgect to benefit from slowly improving
underlying demand, continuing growth in new aluminextrusion automotive programs, recent acquisstiamd the launch of our new
Kalamazoo, Michigan extrusion facility. Longer terwe expect automotive and industrial demand gromithfurther benefit from restocking
throughout the supply chain and the drive for nfaeg efficient vehicles to meet CAFE regulations.

Overall, we anticipate a seasonally strongt fialf as shipments and value added revenue acuo&nd market segments exceed first half
2010 levels. We are well positioned in attractiygmwing market segments, and we anticipate thastrategic investments will further enhatr
our ability to drive profitable growth and efficitynproduce highly engineered products to meetieds of our customers.
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All Other

All Other consists of Secondary Aluminum, Hedgand Corporate and Other business units. TherfSiacy Aluminum business unit sells
value added products such as ingot and billet gredllby Anglesey, for which we receive a portioragiremium over normal commodity
market prices. Our Hedging business unit conduetigimg activities in respect of our exposure tonary aluminum prices and conducted
British Pound Sterling exchange rate risk relatm@\nglesey’s smelting operations through Septen38e2009. Our Corporate and Other
business unit provides general and administratippert for our operations. All Other is not consatka reportable segment.

Secondary AluminunAnglesey operated as a primary aluminum smeltél 8aptember 30, 2009 when it fully curtailed itsedting
operations due to the expiration of its long-temmpr contract and its inability to find alternatiaBordable power to continue operating as a
smelter. In the fourth quarter of 2009, Anglesesnotenced a remelt and casting operation, purchésitogvn material to produce value added
secondary aluminum products such as ingot and hitlé selling 49% of its output to us. We in tuefl the secondary aluminum products to a
third party and receive a portion of a premium avemrmal commodity market prices. The transactioess&ructured to largely eliminate our
metal price and currency exchange rate risks veigipect to income and cash flow related to AngleSeg.Note 3 of Notes to Consolidated
Financial Statements included in Item 8. “Finan&8tdtements and Supplementary Data” of this Réppddditional information regarding the
operations of Anglesey.

At December 31, 2008, we fully impaired owrdstment in Anglesey, and in the first half of 206@ recorded additional impairment
charges such that our investment balance in Angleseained at zero. During the third quarter of 208nglesey incurred a significant net
loss, primarily due to employee redundancy costarired in connection with the cessation of its simgloperations. Commencing in the
quarter ended September 30, 2009, and continumoggh December 31, 2010, we suspended the use efjthity method of accounting with
respect to our ownership in Anglesey as we ar@hlijgated to advance any funds to Anglesey, guaeahy obligations of Anglesey, or make
any commitments to provide any financial supportfaglesey. Accordingly, we did not recognize obaie of Anglesey operating results fi
such periods, pursuant to ASC Topic 3R®estments— Equity Method and Joint Venture$Ve will not resume the use of the equity method
of accounting with respect to our investment in ksgy unless and until (i) our share of any futeeincome of Anglesey equals or is greater
than our share of net losses not recognized dpenigpds for which the equity method was suspendedig future dividends can be expected.
We do not anticipate the occurrence of such ewuntsig the next 12 months.

The table below provides selected operatiandlfinancial information (in millions of dollargeept shipments and prices) for Anglesey-
related primary and secondary aluminum activities:

Years Ended
December 31,

2010 2009 2008

Shipments (mm lbs 0.4 113.¢ 133.1
Average realized thi-party sales price (per poun $0.92 $ 0.7¢ $ 1.2¢
Net sales $ 0.3 $ 89.¢ $171.
Operating Income (Los! $ 0.1 $ 84 $(14.9)

In the fourth quarter of 2009, we in substapegan to act as an agent in connection with sdllsscondary aluminum produced by Angle
and, consequently, our secondary aluminum salesca@@unted for net of the cost of sales. Priohtodessation of Anglesey’s smelting
operations as of September 30, 2009, our salesro&py aluminum produced by Anglesey were recorale@ gross basis when title, owners
and risk of loss were passed to the buyer andatalidity was reasonably assured.

The following table recaps the major composefitthe operating results from Anglesey- relatechary and secondary aluminum activities
for 2010, 2009 and 2008 (in millions of dollars):

Years Ended
December 31,

2010 2009 2008
Profit on metal sales from smelting operations @fetlumina sales! $ 01 $ 10.2 $ 15t
Anglesey? — — 7.5

Impairment of investment in Angles

(L.9) (37.9)
$ 84 $ (149

“
©
[y
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1 Operating income represents earnings on metahpses from Anglesey and resold by us and on alupunchases from third parties by
us and sold to Anglesey while it operated as atemeduch earnings were impacted by the markeé foicprimary aluminum and
alumina pricing, offset by the impact of foreigmm@ncy translation

2 Represents our share of earnings from Angleseyrithdesmelting operations and foreign currencydaation gains (losses) relating
our settlement of trade payables to Anglesey denated in British Pounds Sterlin

Hedging ActivitiesOur pricing of fabricated aluminum products is gaflg intended to lock in a conversion margin (eg@nting the value
added from the fabrication process(es)) and to petal price risk to our customers. However, inaarinstances we enter into firm price
arrangements with our customers and incur pri¢eatisour anticipated primary aluminum purchase®gpect of such customer orders. At the
time our Fabricated Products segment enters ifitsmgorice customer contract, our Hedging busingss and Fabricated Products segment
enter into an “internal hedge” so that metal prisk resides in our Hedging business unit undetQtHer. Results from internal hedging
activities between our Fabricated Products segmawesiHedging business unit eliminate in consolidatithe Hedging business unit uses third
party hedging instruments to limit exposure to rptéce risks related to firm price customer salestiaxts. These transactions are reflecte
our balance sheet and recorded at fair value.

Additionally, through September 30, 2009, itexlging business unit used thipdsty hedging instruments to limit our exposuréh Britisk
Pound Sterling exchange rate relating to Anglessyislting operations.

All hedging activities are managed centradlyrtinimize transaction costs, monitor consolidatetlexposures and allow for increased
responsiveness to changes in market factors.

The table below provides a detail of operatirgpme (loss) (in millions of dollars) from our #iging business unit for 2010, 2009 and 2008:

Years Ended
December 31

2010 2009 2008
Internal hedging with Fabricated Produ? $ 0.1 $ 42:¢ $ (16.€
Derivative settlement— Pound Sterlin¢ — (12.2) (2.€
Derivative settlement— External metal hedgin? (0.€) (29.2) 16.4
Market-to-market on derivative instrumer? 3.€ 75.€ (81.9
$ 31 $ 77.C $ (84:¢

1 Eliminates in consolidatior
2 Impacted by positions and market pric
Corporate and Other Activitie©perating expenses within the Corporate and Othginbss unit represent general and administratipereses

that are not allocated to other business unitegments. The table below presents non-run-ratesiteithin the Corporate and Other business
unit, operating expense and operating expensedirgunon-run-rate items (in millions of dollarsy 010, 2009 and 2008:

Years Ended
December 31

2010 2009 2008
Operating expens $ (37.9 $ (40.9) $ (39.9
Impact to operating expense of rrun-rate items
VEBA net periodic (expense) benefit incol (1.9 (5.9 0.€
Environmental expens (0.9 1.7 (0.5)
Other operating (charges) bene (0.7) 0.¢ 1.4
Total nor-run-rate items (2.2 (6.2) 1kt
Operating expense excluding I-run-rate items $ (85.2 $ (34.9 $ (40.f
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Corporate operating expenses excluding norratsitems for 2010 were $1.0 million higher ttsach expenses for the comparable period
in 2009. The increase primarily reflects (i) a $tiflion increase in employee compensation expeelsging to our short-term incentive
program and other benefit programs and (ii) a $2l0on increase in worker’s compensation expergating to historical workers’
compensation cases due to changes in estimatededdaut not reported expenses, partially offseq [$2.3 million decrease in non-cash stock
compensation expense due to timing of vesting &iati@es in vesting assumptions relating to perfoomahares in connection with our long-
term incentive programs.

Corporate operating expenses excluding norratitems for 2009 were $6.6 million lower thatls expenses for 2008. The decrease
reflects primarily (i) a $1.3 million decrease most-term incentive compensation accrual, (ii) &638illion decrease in professional fees
primarily related to audit fees and (iii) a $1.3lran decrease in non-cash stock compensation esgpdue to timing of vesting and changes in
vesting assumptions relating to performance sharesnnection with our long-term incentive programs

Other Information

We have significant federal income tax attiésu Section 382 of the Code affects a corporatiabhility 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 tértbaites would be limited to an amount equal ® phoduct of (i) the aggregate value of our
outstanding common shares immediately prior toothieership change and (ii) the applicable fedenadjiterm tax exempt rate in effect on the
date of the ownership change.

In order to reduce the risk that any changauinownership would jeopardize the preservatioawffederal income tax attributes, our
certificate of incorporation prohibits certain tef@rs of our equity securities. More specificafiybject to certain exceptions for transactions
that would not impair our federal income tax atités, our certificate of incorporation prohibitg@nsfer of our equity securities without the
prior approval of our Board of Directors if eith@) the transferor holds 5% or more of the totalfzarket value of all of our issued and
outstanding equity securities (such person, a “B&6eholder”)or (b) as a result of such transfer, either (i) pagson or group of persons wo
become a 5% shareholder or (ii) the percentag& stwoership of any 5% shareholder would be incrédary such transfer, a “5%
transaction”).

In addition, we have a stock transfer restrictigreament with the Union VEBA, which is our largektreholder. Under the stock transfer
restriction agreement, until the restriction retedate, subject to exceptions for certain transastthat would not impair our federal income
attributes, the Union VEBA is prohibited from tréasing or otherwise disposing of more than 15%hef total common shares issued to the
Union VEBA pursuant to our Plan during any 12-mopéiod without the prior approval of our BoardQifectors. Under our stock transfer
restriction agreement, the number of common shtastgenerally may be sold by the Union VEBA duramy 12-month period is 1,321,485.
The next date on which the Union VEBA Trust may skares of our common stock without the prior @mof our board of directors is
March 23, 2011.

Preserving our federal income tax attribuféscés our ability to issue new common shares bgeauich issuances must be considered in
determining whether an ownership change has oatumder Section 382 of the Code. We estimate tleatam currently issue approximately
33.6 million common shares without potentially irvpay our ability to use our federal income taxiatites. However, additional sales by the
Union VEBA could, and other 5% transactions woudlelcrease the number of common shares we can iasing dny 36 month period without
impairing our ability to use our federal income &itibutes. Similarly, any issuance of common skdnry us would limit the number of shares
that could be transferred in 5% transactions (cti@n sales permitted to be made by the Union VEB#er the stock transfer restriction
agreement without the consent of our Board of Dines. If at any time we were to issue the maxinmumber of common shares that we cc
possibly issue without potentially impairing ouiila to use of our federal income tax attributésgre could be no 5% transactions (other than
sales by the Union VEBA permitted under the stoakdfer restriction agreement without the conséntio Board of Directors) during the 36-
month period thereafter.

Liquidity and Capital Resources

Summary
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In March 2010, we implemented a new finandtrgcture, the primary objectives of which werémgrove liquidity, extend debt maturity
dates, provide more flexible terms and conditi@m&l more efficiently utilize our assets to collatae existing and future financing
requirements. As part of the new structure, theunitgtdate of the Revolving Credit Facility was emtled to March 2014 with an improved
covenant structure, and secured solely by our atsgeceivables, inventory and proceeds relategtiieAdditionally, we issued Notes in the
aggregate principal amount of $175 million thatunaton April 1, 2015. As a result, we believe weéhanhanced our liquidity and financial
flexibility to continue to support our ongoing bregs needs and longer term strategic growth obgcti

In connection with the issuance of the Notespaid $31.4 million to several financial instituts (the “Option Counterparties”) to purchase
the Call Options, which relate to our own stockd agceived $14.3 million for issuing to the OptiBounterparties net-share-settled Warrants
relating to approximately 3.6 million shares of gammon stock. Concurrent with the issuance oNbtes, we also purchased approximately
1.2 million shares of our common stock for $44.8iom. (see Cash Flows below for further detailasting our cash flows for 2010, 2009 and
2008 by segment).

Cash and cash equivalents were $135.6 miitdbecember 31, 2010, up from $30.3 million at Dalser 31, 2009. The increase in cash is
primarily driven by the financing transactions tbaturred in March 2010, which provided a $107.8iom net increase in cash (see “Sources
of Liquidity” below). Approximately $83.3 millionfocash on hand at December 31, 2010 was utilizédrid the purchase of the Chandler,
Arizona (Extrusion) facility and related assets\#xco effective on January 1, 2011, net of $4.8iom of cash acquired in the acquisition.
Cash equivalents consist primarily of money madcaeounts, investments with an original maturitghwée months or less when purchased
other highly liquid investments. We place our ceshank deposits and money market funds with higldic quality financial institutions whic
invest primarily in commercial paper and time defsosf prime quality, short-term repurchase agresieand U.S. government agency notes.
We have not experienced losses on our temporalyinasstments.

In addition to our unrestricted cash and aaghivalents described above, we have restricteutbas is pledged as collateral in connection
with workers’ compensation requirements and ceragireements. Short-term restricted cash, whichimeéigded in Prepaid expenses and other
current assets, totaled $0.9 million at both Decam®i, 2010 and December 31, 2009. Long-term oéstricash, which was included in Other
Assets, was $16.3 million at December 31, 2010%4r¥d4 million at December 31, 2009.

There were no borrowings under our Revolvimgd Facility at both December 31, 2010 and Decandi, 2009.

Cash Flows

The following table summarizes our cash fldwsn operating, investing and financing activitfes 2010, 2009 and 2008 (in millions of
dollars):

Years Ended
December 31

2010 2009 2008
Total cash provided by (used i

Operating activities
Fabricated Produc $100.1 $149.5 $ 775
All Other (33.9) (21.¢) (30.9
$ 66.5 $127.7 $ 46.C

Investing activities
Fabricated Produc $(42.2) $(59.2) $ (91.¢
All Other (4.9 18.F (20.9)
$(46.9 $(40.7) $(112.5

Financing activities
All Other $ 85.4 $(56.9 $ (2.9
$ 85.4 $(56.9 $ (2.9

Operating Activities
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Fabricated Products— In 2010, Fabricated Products segment operatingitesi provided $100.1 million of cash. Cash preddn 2010
was primarily related to operating income excludirg-run-rate items of $100.7 million, an increasaccounts payables and other accrued
liabilities of $11.4 million and cash flows fromgsiificant changes in long-term assets and liabgitf $22.9 million (which represents cash
received during the period from customers in adeasfqeriods for which performance is completed amdéhcrease in environmental accrual).
The foregoing cash inflows were partially offsetdiyincrease in inventory of $40.4 million.

In 2009, Fabricated Products’ operating atésiprovided $149.5 million of cash. Cash provide8009 was primarily related to operating
income excluding non-run-rate items of $87.3 millend significant cash flows from changes in curemsets and liabilities, including a
decrease in accounts receivables of $16.3 milaatecrease in inventory of $34.6 million, and arease of $11.3 million in deferred reven
related primarily to cash received during the yfeam customers in advance of periods for whictp(@duction capacity is reserved,

(i) customer commitments have been deferred auged or (i) performance is completed.

In 2008, Fabricated Products’ operating atésiprovided $77.3 million of cash. Cash proviite@008 was primarily related to operating
income excluding non-run-rate items of $136.8 mwilland significant cash outflows from changes iment assets and liabilities, including an
increase in inventories of $34.1 million, an in@@én accounts receivables of $10.1 million aneé@ehse in accounts payables of
$17.7 million.

All Other— Cash used in operations in All Other is compriske@)@ash provided (used) from Anglesey-relatedraping activities,
(i) cash provided by (used in) hedging activitasl (iii) cash used in corporate and other actisiti

Anglesey-related activities provided $8.5 ioiil of cash in 2010, while Anglesey-related acidgtused $6.0 million of cash in 2009 and
provided $37.3 million of cash in 2008. Operatiaglt flow for 2010 was related to changes in worliagital. Operating cash flows 2009 and
2008 were comprised of operating income from Argjyeelated activities and changes in working cépita

Hedging-related activities provided (used)7$3illion, $18.8 million and $(23.3) million of cagluring 2010, 2009 and 2008, respectively.
Cash flows in our Hedging business unit are reltdegalized hedging gains and losses on our deréspositions and are affected by the
timing of settlement of such positions.

Corporate and other operating activities &80 million, $34.6 million and $44.4 million oash during 2010, 2009 and 2008,
respectively. Cash outflow from Corporate and otiparating activities in 2010 consisted primarifypayments in respect of cash general and
administrative costs of $31.8 million, $4.0 milliohinterest payment relating to the Notes, $2.Bioni of annual VEBA contribution and
$2.1 million of environmental costs. Cash outflaarh Corporate and Other operating activities in®260nsisted primarily of payments in
respect of cash general and administrative cost2@f0 million and annual VEBA contribution of $48llion. In 2008, cash outflow consisted
primarily of payments in respect of cash generdl @ministrative costs of $33.0 million and annBBA contribution of $8.5 million.

Investing Activitie:

Fabricated Products— Cash used in investing activities for FabricateddBcts was $42.2 million in 2010, compared to $58ilion of
cash used in 2009 and $91.6 million of cash us@®@8. Cash used in investing activities in 200M®and 2008 was primarily related to our
capital expenditures. See “Capital Expendituresdlweor additional information.

All Other— Investing activities in All Other is generally regd to activities in restricted cash and capitgemditures within the Corporate
and Other business unit. We have restricted caglepasit as financial assurance for certain enuiremtal obligations and workers’
compensation claims from the State of Washingt@shQused in investing activities in 2010 is congatiprimarily of the purchase of
$4.4 million of available for sale securities imoection with our deferred compensation plan, arredf $1.1 million of restricted cash to us
relating to workers’ compensation deposit, pagtiaffset by $0.9 million of capital expendituresagh used in investing activities in All Other
was $20.9 million in 2008, representing transfénnargin call deposits to our counterparties raatio our derivative positions at
December 31, 2008 and cash deposits requiredngltiworkers’ compensation with the State of Wagtin. Cash generated from investing
activities in All Other in 2009 included the retusha portion the 2008 deposits.

Financing Activities

All Other— Cash provided by financing activities in 2010 w&8.$ million. The cash inflow was primarily relatexithe issuance of the
Notes and related transactions. We received $168lidn of net proceeds from the Notes offeringeaftleducting the initial purchas’
discounts and transaction fees and fees and expen$&.8 million. In connection with the issuamméghe Notes, we paid $31.4 million to
Option Counterparties to purchase the Call Optansreceived $14.3 million for issuing the Warraimsaddition, we used $44.2 million of
the net proceeds from the Notes transaction torcbise approximately 1.2 million shares of our camrstock. In addition to the financing
transactions relating to the Notes, we also pafiGnillion in cash dividends to our
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stockholders and holders of restricted stock amiidhd equivalents to holders of restricted stocisuand performance shares in 2010.

Cash used in financing activities in the 20@% $56.9 million. The cash outflow was primariyated to the repayment of net borrowings
under our revolving credit facility of $36.0 millicand $19.6 million in cash dividends and dividendivalents. Cash used in financing
activities in the 2008 was $2.9 million. The casitflow was primarily related to $28.1 million usidshare repurchases and $17.2 million in
cash dividends and dividend equivalents, partiaffget by $36.0 million of net borrowings under @eavolving credit facility and $7.0 million
of borrowing under a promissory note from the sslte the Los Angeles facility (see “Debt” below).

Sources of Liquidity

Our most significant sources of liquidity dueds generated by operating activities, availabkh and cash equivalents, and borrowing
availability under our Revolving Credit Facility. 8\believe that funds generated from the expectadtseof operations together with available
cash and cash equivalents and borrowing avaibahitidler our Revolving Credit Facility will be sudfént to finance our cash requirements,
including those associated with our strategic itmests and existing expansion plans, for at ldeshext 12 months. We also used these
sources of liquidity to fund the purchase of the@iier, Arizona (Extrusion) facility and relatedets in January 2011. However, there can be
no assurance that we will continue to generate flagls at or above current levels or that we wéldble to maintain our ability to borrow
under our Revolving Credit Facility.

On March 23, 2010, we and certain of our dlibsies entered into the Revolving Credit Faciitgh a group of lenders. The Revolving
Credit Facility provides for up to $200.0 milliofi lmorrowing base, of which up to a maximum of $6@illion may be utilized for letters of
credit. The Revolving Credit Facility amended aestated our previously existing revolving creddility, which had an expiration date in
July 2011. The Revolving Credit Facility is secubgda first priority lien on substantially all dié accounts receivable, inventory and certain
other related assets and proceeds of us and owdlisnoperating subsidiaries. Under the Revolvingd@ Facility, we are able to borrow from
time to time an aggregate amount equal to the ledsk200.0 million or a borrowing base comprisédpproximately 85% of eligible accour
receivable and approximately 65% of eligible inwent reduced by certain reserves, all as spedifiede Revolving Credit Facility.

The Revolving Credit Facility matures in Mar2Bi14, at which time all outstanding amounts thedeun will be due and payable. Borrowit
under the Revolving Credit Facility bear interesh aate equal to either a base prime rate or LIB&Rur option, plus, in each case, a spec
variable percentage determined by reference tthéreremaining borrowing availability under the Riing Credit Facility. The Revolving
Credit Facility may, subject to certain conditicared the agreement of lenders thereunder, be iredtgaup to $250.0 million.

Amounts owed under the Revolving Credit Facilnay be accelerated upon the occurrence of vaewents of default, including, without
limitation, the failure to make principal or intstgpayments when due and breaches of covenantssegpiations and warranties set forth in the
Revolving Credit Facility. The Revolving Credit H#g places limitations on the ability of us andrtain of our subsidiaries to, among other
things, grant liens, engage in mergers, sell asisetsr debt, make investments, undertake trarmagtivith affiliates, pay dividends and
repurchase shares. In addition, we are requireasiotain a fixed charge coverage ratio on a codatdd basis at or above 1.1 to 1.0 if
borrowing availability under the Revolving Credadiity is less than $30 million.

At December 31, 2010, based on the borrowasghiletermination in effect as of that date, we$#ia8.8 million available under the
Revolving Credit Facility, of which $9.9 million webeing used to support outstanding letters oficrieaving $168.9 million of availability.
There were no borrowings under the Revolving Credatility at December 31, 2010. The interest rafdieable to any borrowings under the
Revolving Credit Facility would have been 5.25%atember 31, 2010 for overnight borrowings.

Based on the borrowing base determinatiorf #seadate of filing of this Report, we had $19illion available under the Revolving Cre
Facility, of which $9.8 million was used to suppoutstanding letters of credit, leaving $183.9 imillof availability for additional borrowing
and letters of credit. No borrowings were outstagdis of February 16, 2011 under the Revolving iCFeatility.

At December 31, 2010, we were in compliandd wll covenants contained in the Revolving Cré&ditility. We do not believe that the
covenants are reasonably likely to limit our abith raise additional financing that may be necesia our operations. The covenants also do
not limit our ability to undertake equity financingdditionally, because of the significant amoufbaor borrowing availability under the
Revolving Credit Facility, we believe it is unlikethat we will trigger the liquidity threshold reigimg measurement of the fixed charge
coverage ratio.

Debt
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On March 29, 2010, we issued Notes in theegage principal amount of $175.0 million. Net prede from the sale of the Notes were
approximately $169.2 million, after deducting th&ial purchasers’ discounts and transaction feesexpenses. The Notes bear stated interest
at a rate of 4.50% per annum. Interest is payatd-annually in arrears on April 1 and October kath year, beginning on October 1, 2010.
The Notes will mature on April 1, 2015, subjecetarlier repurchase or conversion upon the occuerefcertain events.

The Notes are not convertible into sharesunfo@mmmon stock or into any other securities urahgr circumstances. Instead, upon the
conversion of the Notes, we will pay an amountadtcbased on the market value of our common statiagtime and an initial conversion
rate equal to 20.6949 shares of our common stoc®h800 principal amount of the Notes (which is@&do a conversion price of
approximately $48.32 per share, representing a @&%ersion premium over the closing price of $3g8Bshare of our common stock on
March 23, 2010), subject to adjustment, based emdcurrence of certain events, including, butlingted to, (i) the issuance of certain
dividends on our common stock, (ii) the issuanceeanfain rights, options or warrants, (iii) theesffuation of share splits or combinations,

(iv) certain distributions of property, and (v) t&n issuer tender or exchange offers as desciib#ek indenture governing the Notes. Holders
may convert their Notes into cash before Janua®015, only in certain circumstances determinedihe market price of our common sto
(i) the trading price of the Notes or (iii) theaerence of specified corporate events. The Naese converted by the holders at any time on
or after January 1, 2015 until the close of busiresthe second scheduled trading day immediatelyeping the maturity date of the Notes.
The Notes are subject to repurchase by us at tienogf the holders following a fundamental chargedefined in the indenture governing the
Notes, including, but not limited to, (i) certaimoership changes, (ii) certain recapitalizationsrgers and dispositions, (iii) approval of ¢

plan or proposal for the liquidation, or dissolutiof our company and (iv) our common stock ceatirlge listed on any of the New York Stc
Exchange, the NASDAQ Global Select Market or theSIDRAQ Global Market, at a price equal to 100% ofphiecipal amount of the Notes
plus accrued and unpaid interest up to the fundsahehange repurchase date. We may not redeemdtes N

The indenture governing the Notes containsocoary terms and covenants, including that upotageevents of default occurring and
continuing, either the trustee or the holders déast 25% in aggregate principal amount of theeNdhen outstanding may declare the entire
principal amount of all Notes, and the interestraed on such Notes, to be immediately due and payab

To reduce the risk associated with the caslv@sion feature of the Notes, on March 23 and Ma&&, 2010, we entered into convertible
note hedge transactions to purchase the Call Gpfrom the Option Counterparties. The Call Optibage an exercise price equal to the
conversion price of the Notes, subject to antitéhlu adjustments substantially similar to the atilition adjustments for the Notes. The Call
Options will expire upon the maturity of the Not&ke convertible note hedge transactions are eggédotgenerally reduce our exposure to
potential cash payments in excess of the prin@palunt of the Notes that we may be required to nuglom the conversion of the Notes. Upon
the exercise of the Call Options, the Company béllentitled to receive from the Option Countergaramounts of cash generally based on the
amount by which the market price per share of tm@any’s common stock, as measured under the trthe Call Options, is greater than
the exercise price of the Call Options (which isidtly equal to the initial conversion price ofettNotes of $48.32 per share of our common
stock during the relevant valuation period under@all Options).

On March 23 and March 26, 2010, we also edtam® warrant transactions to sell the Option Qerparties the Warrants. The Warrants
will expire on July 1, 2015. The Option Counterpeatpaid an aggregate amount of approximately $l®n to us for the Warrants. If the
market price per share of our common stock, as unedsinder the terms of the Warrants, exceeddtife price of the Warrants (which is
initially equal to $61.36 per share of common staekich is 160% of the closing price of $38.35 plkare of our common stock on March 23,
2010), we will issue the Option Counterparties ehaf our common stock having a value equal to suckss, as measured under the terms of
the Warrants.

The Call Options and the Warrants are sepématsactions, are not part of the terms of theeBland do not change a holder’s rights under
the Notes.

In connection with our acquisition of the méaaiuring facility, and related assets, of NichatsAugust 9, 2010, a promissory note in the
amount of $6.7 million (“Nichols Promissory Notedjas issued to Nichols as a part of the consideraténd. The Nichols Promissory Note
bears interest at a rate of 7.5% per annum. Acdouédnpaid interest is due quarterly through matwf the Nichols Promissory Note on
August 9, 2015, with the first two such paymentgitg been made on September 30, 2010 and Decerhp20B0. We have the option to
repay all or a portion of the Nichols Promissoryté&lat any time prior to the maturity date. Printipayments on the Nichols Promissory Note
are due in equal quarterly installments, with &t two payments having been made on Septembe&(@®M and December 31, 2010. The
Nichols Promissory Note is secured by certain peaperty and equipment included in the assets aagj@iiom Nichols in the acquisition. ,
December 31, 2010, the outstanding principal b&amzder the Nichols Promissory Note was $6.0 nmijlif which $1.3 million was payable
within 12 months. For the year ended December 810 2we recorded $0.2 million of interest experedated to the Nichols Promissory Note.
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As of December 31, 2010, we also had a $7lilombutstanding promissory note (the “LA Promigsdlote”) in connection with our
purchase of the previously leased land and buitdasgociated with our Los Angeles, California fcih December 2008. Interest is payable
on the unpaid principal balance of the LA Promigddote monthly in arrears at the prime rate, améelfin the LA Promissory Note, plus
1.5%, in no event exceeding 10% per annum. A algayment of $3.5 million will be due on Janu&r®012, and the remaining
$3.5 million will be due on January 1, 2013. The BPomissory Note is secured by a deed of trusherptoperty. For the years ended
December 31, 2010 and 2009, we recorded $0.3 miliad $0.4 million of interest expense relatingh® LA Promissory Note, respectively.
The interest rate applicable to the LA PromissoogeNwas 4.75% at December 31, 2010.

Capital Expenditures and Investments

A component of our long-term strategy is oapital expenditure program including our organioveth initiatives. The following table
presents our capital expenditures for 2010, 20@P2808 (in millions of dollars):

Years Ended
December 31

2010 2009 2008
Kalamazoo, Michigan facilitt $ 25.¢ $ 47. $ 20.1
Spokane, Washington facili 5.8 5.4 36.2
Other? 3.6 5.8 38.1
Change in accounts payable associated with capitsnditure: 3.€ 0.6 (1.2)
Total capital expenditures, net of change in actopayable $ 38.¢ $ 59.2 $ 93.C

1 The Kalamazoo, Michigan facility is equipped witho extrusion presses and a remelt operation. Xdect that it will significantly
improve the capabilities and efficiencies of outt emd bar operations, enhance the market posifisnah products, and build a platform
for future growth for extrusion applications. Thisestment program was substantially completedta 2010

2 Other capital spending was spread among most afmemufacturing locations on projects expected doice operating costs, impro
product quality, increase capacity or enhance ¢jpera security

Total capital expenditures and investmentd-fbricated Products are currently expected tm bee $35 million to $45 million range for all
of 2011 and are expected to be funded using castrgied from operations, available cash and casivagnts, or borrowings under the
Revolving Credit Facility or other third-party fineing arrangements.

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 dpito maintain adequate liquidity and other factdte assurance can be provided as to the
timing or success of any such expenditures.

InvestmentsOn August 9, 2010, we acquired the Florence, Alabanility, and related assets, of Nichols, whichnufactures bare
mechanical alloy wire products, nails and alumimah for aerospace, general engineering, and auteenapplications. The acquired assets
have been integrated into and complement the egistssets of our Fabricated Products segment. @aasion for the purchase consisted o
$9.0 million in cash, (ii) a promissory note in #w@ount of $6.7 million, payable to Nichols, ang the assumption of certain liabilities
totaling approximately $2.1 million.

On October 12, 2010, we entered into an ageeéto purchase the Chandler, Arizona (Extrusiao)lity and related assets of Alexco,
which manufacturers hard alloy extrusions for teeapace industry. The transaction closed effectivéanuary 1, 2011. We paid net cash
consideration of $83.3 million (net of $4.9 milli@ash received in the acquisition) with existingtcan hand, and assumed certain liabilities
totaling approximately $1.0 million. The acquisitipositions us in a significant end market segrtteait provides a natural complement to our
offerings of sheet, plate, cold finish and drawetyproducts for aerospace applications in our Eatedl Products segment.

Dividends
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During 2010, 2009 and 2008, we paid a tot&i1#.0 million, $19.6 million and $17.2 million, §0.96, $0.96 and $0.84 per common share,
respectively, in cash dividends to our stockholdiexduding the holders of restricted stock, andd#nd equivalents to the holders of restricted
stock units and the holders of performance shaisrespect to half of the performance shares.

On January 12, 2011, our Board of Directoyzraped the declaration of a quarterly cash divideh$i0.24 per common share, or
$4.7 million (including dividend equivalents), whigvas paid on or about February 15, 2011 to stddkis of record at the close of business
on January 24, 2011.

The future declaration and payment of dividenfdany, will be at the discretion of the Boarfddirectors and will depend on a nhumber of
factors, including our financial and operating tesfinancial condition, anticipated cash requiesits and ability to satisfy conditions
contained in our Revolving Credit Facility. We ggise no assurance that dividends will be declaretigaid in the future.

Stock Repurchase Pla

During the second quarter of 2008, our Bodmicectors authorized the repurchase of up to @&illion 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 aftesilgg consideration to internal and external groapiportunities and future cash flows. The
program may be modified, extended or terminateduryBoard of Directors at any time. As of DecemB®&r2010, $46.9 million remained
available for repurchases under the existing ré@age authorization.

During the first quarter of 2010, in connentigith the issuance of the Notes and pursuantsiparate authorization from our Board of
Directors, we repurchased $44.2 million, or apprately 1.2 million shares of our outstanding comratarek, in privately negotiated, off-
market transactions.

Under our Amended and Restated 2006 EquityPartbrmance Incentive Plan, we allow participdatslect to have us withhold common
shares to satisfy minimum statutory tax withholdatmigations arising from the recognition of incoared the vesting of restricted stock or
restricted stock units. When we withhold these ahawe are to remit to the appropriate taxing aittes the market price of the shares
withheld, which could be deemed a purchase of tilengon shares by us on the date of withholding. iu#010, we withheld 11,729 share:
common stock to satisfy tax withholding obligatioAdl such shares were withheld and cancelled bgruthe applicable vesting dates or dates
on which income was recognized, and the numbehafes withheld was determined based on the clgsiog per common share as reported
by the Nasdaq Stock Market, LLC on such dates.

Restrictions Related to Equity Capit

As discussed in Note 11 of Notes to Consadid&tinancial Statements included in Item 8. “FinainStatements and Supplementary Data”
and elsewhere in this Report, there are restristamthe transfer of our common shares. Additignallir Revolving Credit Facility places
limitations on our ability to repurchase our comnstock and to pay dividends.

Environmental Commitments and Contingenci

We are subject to a number of environmentatland regulations, fines or penalties assessealléged breaches of the environmental laws
and regulations, and claims and litigation basezhiguch laws and regulations. We have establistexbgures for regularly evaluating
environmental loss contingencies, including thassiray from environmental reviews and investigasi@md any other environmental
remediation or compliance matters. Our environneaderuals represent our undiscounted estimatestsgeasonably expected to be incurred
based on presently enacted laws and regulatioigijrexrequirements, currently available factssérg technology, and our assessment of the
likely remediation actions to be taken.

During the third quarter of 2010, we increasadenvironmental accruals in connection with swismission of a draft feasibility study to
Washington State Department of Ecology on Septei®b2010. The draft Feasibility Study included macoendations for a range of alterna
remediations to primarily address the historica& afoils containing polychlorinated biphenyls REBs, at our Trentwood facility in Spokane,
Washington which may be implemented over the nextears. The draft Feasibility Study indicatesrageaof viable remedial approaches, but
agreement has not yet been reached with the Washiggate Ecology on the final remediation approdtte draft Feasibility Study is still
subject to further reviews, public comment and raguy approvals before the final consent decregsised. We expect the consent decree
issued in 2012.

Based on the recommended remediation alteesain the draft Feasibility Study and other erigthistorical environmental matters at the
Trentwood facility and certain other locations owre operated by us, we increased our environmewstalial by $13.6 million during the th
quarter. Our environmental accrual representsaiveehd of the range of incremental cost estimates
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based on proposed alternatives in the draft FdisgiBtudy, investigational studies and other reragdn activities occurring at certain locatit
owned or operated by us. We expect that these riatiwdactions will be taken over the next 30 yend estimates that the incremental direct
costs attributable to the remediation activitiebd¢ocharged to these environmental accruals wilggroximately $1.1 million in 2011,

$0.9 million in 2012, $2.7 million in 2013, $0.7 ltton in 2014, and $14.8 million in 2015 and yetrsreafter through the balance of the

30 year period.

As additional facts are developed, feasibitydies at various facilities are completed, dmftediation plans are modified, necessary
regulatory approval for the implementation of reiaédn are obtained, alternative technologies anetbped, and/or other factors may result
in revisions to management’s estimates and acust @xceeding the current environmental accr\ésbelieve at this time that it is
reasonably possible that undiscounted costs asedaiath these environmental matters may exceegotiaccruals by amounts that could be,
in the aggregate, up to an estimated $21.3 mibioer the next 30 years. It is reasonably possh#édur recorded estimate of its obligation
may change in the next 12 months.

Contractual Obligations, Commercial Commitments, aml Off-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 our Statements of Consolidated Cdstvéincluded in Iltem 8. “Financial Statements &upplemental Data” in order to provide a
better understanding of the nature of the obligegtiand to provide a basis for comparison to hiséihformation.

The following table provides a summary of sigmificant contractual obligations at DecemberZ&110 (dollars in millions):

Payments Due by Period

2015 and
Total 2011 2012 2013 2014 Thereafter
Operating activities
Purchase obligatior! $ 267.¢ $ 257.¢ $ 14 $ 14 $ 14 $ 61
Operating lease! 56.¢ 6.8 6.4 B3 3.C 35.1
Environmental liability! 20.2 1.1 0.9 2.7 0.7 14.¢
Deferred revenue arrangems 24.C 10.¢ 9.8 3.4 — —
Investing activities
Capital equipmer? 0.7 0.7 — — — —
Financing activities
Convertible Note34 175.( — — — — 175.(
Nichols note payabl3 6.C 1.3 1.3 1.3 1.3 0.8
LA Note payable 7.0 — 3.5 3.5 — —
Other:
Standby letters of crec® 10.€
Uncertain tax liabilitie® 14.C 1.1
Deferred compensation pli
liability 7 4.9
Total contractual obligatior8 $ 582.f $ 279.f $ 23.: $ 17.¢ $ 64 $ 231.¢

See“Obligations for Operating Activiti¢’ below.

See"“Obligations for Investing Activitie” below.

See“Obligations for Financing Activiti€’ below.

The timing of the principal payment with respecttie Notes is based on the assumption no earlyecsion occurs

Of the $10.8 million of standby letters of credi®.8 million represents letters of credit underRevolving Credit Facility

a A W N P
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This amount represents the total amount corathithder standby letters of credit, substantidllgfavhich expire within approximately
12 months. The letters of credit relate primarilyworkers’ compensation, environmental and othévities. As the amounts under these
letters of credit are contingent on nonpaymenhialtparties, it is not practical to present anmeatment informatior

6 At December 31, 2010, we had uncertain tax postishich ultimately could result in tax payments.ths amount of ultimate te
payments beyond 2011 is contingent on the tax aitits’ assessment, it is not practical to present anrayaghpnt information

7 The amount represents liability relating to ouredefd compensation plan for certain key employAsghe distribution amount
contingent upon contingent upon vesting and otligibdity requirements, it is not practical to [g@nt annual payment informatic

8 Total contractual obligations exclude future annualable cash contributions to the VEBAs, whichmat be determined at this time. ¢
“Off-Balance Sheet and Other Arrangemeriisiow for a summary of possible annual variablé@mtribution amounts at various lev
of earnings and cash expenditu”

Obligations for Operating Activities

Cash outlays for operating activities primadbnsist of purchase obligations with respectrtmary aluminum, other raw materials and
electricity, and payment obligations under operpteases.

We have various contracts with suppliers afrahum that require us to purchase minimum quasstitif aluminum in future years at a price
to be determined at the time of purchase basedapitimon the underlying metal price at that timendunts included in the table are based on
minimum quantities at the metal price at Decemide2B810. We believe the minimum quantities are lotlvan our current requirements for
aluminum. Actual quantities and actual metal priaethe time of purchase could be different.

Operating leases represent multi-year obbgatifor certain manufacturing facilities, warehagsioffice space and equipment.
Environmental liability represents the envimental accrual at December 31, 2010.

Deferred revenue arrangements relate to fEmswed from customers for future delivery of pra@dwover the specified contract period.
While these obligations are not expected to rasudaish payments, they represent contractual digigafor which we would be obligated if 1
specified product deliveries could not be made.

Obligations for Investing Activities

Capital project spending included in the pdaog table represents non-cancelable capital comemits as of December 31, 2010. We expect
capital projects to be funded through cash fromaparations, borrowing under our Revolving Creditikity or other financing sources.

Obligations for Financing Activities

Cash outlays for financing activities consisour principal obligations under long-term defs. of December 31, 2010, we had Notes in the
aggregate principal amount of $175.0 million, $&ulion under the Nichols Promissory Note and $mnilion under the LA Promissory Note
outstanding. We had zero borrowings outstandingundr Revolving Credit Facility.

Off-Balance Sheet and Other Arrangements
Our employee benefit plans include the follogvi

. Monthly contributions of $1.00 per hour workedémch bargaining unit employee to the appropriatkitemployer pension plans
sponsored by the USW and International Associatfoviachinists and certain other unions at certdéiouw production facilities,
except that the monthly contributions per hour vearky each bargaining unit employee to a pensian gbonsored by the USW at
our Newark, Ohio and Spokane, Washington facilitieseased to $1.25 starting July 2010 and wiltéase to $1.50 in July 2015, and
monthly contributions to a pension plan sponsonrethe USW at our newly acquired Florence, Alabaawlity are $1.25 per hour
worked by each bargaining unit employee. We culyargtimate that contributions will range from $2ndllion to $4.0 million per ye:
through 2013
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A defined contribution 401(k) savings plan for higurargaining unit employees at five of the ourguotion facilities. We are requirt
to make contributions to this plan for active bamgay unit employees at four of these producticrilfiges ranging from $800 to $2,4
per employee per year, depending on the employggsWe currently estimate that contributions tchsplans will range from

$1.0 million to $3.0 million per yea

A defined benefit plan for salaried employeesiatfacility in London, Ontario with annual contuitions based on each salaried
employee’s age and years of service. At Decembge?@®l0 and 2009, approximately 62% and 55% of the assets were invested in
equity securities, respectively, and 36% and 40%lari assets were invested in debt securitieseotisely. The remaining plan assets
were invested in short-term securities in both ge@ur investment committee reviews and evaluéiesivestment portfolio. The
asset mix target allocation on the long-term invesits is approximately 60% in equity securities 36% in debt securities with the
remaining assets in sh-term securities

A defined contribution 401(k) savings plan folasged and certain hourly employees providing faoacurrent match of up to 4% of
certain contributions made by employees plus amacontribution of between 2% and 10% of their pemsation depending on their
age and years of service. All new hires after Jgnia2004 receive a fixed 2% contribution annuaide currently estimate that
contributions to such plan will range from $4.0liait to $6.0 million per yeal

A non-qualified, unfunded, unsecured plan of def compensation for key employees who would etfser suffer a loss of benefits
under our defined contribution plan, as a resutheflimitations imposed by the Internal Revenud&despite the plan being an
unfunded plan, We make an annual contributionrabéi trust to fulfill future funding obligationas contemplated by the terms of the
plan. The assets in the trust are at all timesestiltp the claims of the our general creditors, mmgarticipant has a claim to any assets
of the trust. Plan participants are eligible toetige distributions from the trust subject to vegtand other eligibility requirements.
Assets in the rabbi trust relating to the defeechpensation plan are accounted for as availabledle securities and are included as
Other assets on the Consolidated Balance Sheatsilities relating to the deferred compensatiomlee included on the Consolida
Balance Sheets as Long-term liabilities. See NaiéNotes to Consolidated Financial Statementuthedl in Item 8. “Financial
Statements and Supplementary [’ of the Report for further discussic

An employment agreement with our chief executiffecer which was renewed in November 2010 andreddethrough July 6, 2015.
We also provide certain members of senior managenmetuding each of our named executive officerih benefits related to
terminations of employment in specified circumsgmdncluding in connection with a change in cdntyg us without cause and by
the named executive officer with good reas

We have an annual variable cash contribution tcSdlaried VEBA and Union VEBA pursuant to variogseeements with the VEBA
Under these agreements, the amount to be contiibotine VEBAs will be 10% of the first $20 milliaf annual cash flow (as
defined; but generally, earnings before intereste$ and depreciation and amortization (“EBITDA34 cash payments for, among
other things, interest, income taxes and capitpépgitures), plus 20% of annual cash flow, as aeffiin excess of $20 million. In
connection with the renegotiation and entry oftalaagreement with the USW in regard to employdesioNewark, Ohio and
Spokane, Washington facilities on January 20, 2@&0agreed to extend our obligation to make annaidhble cash contributions to
the Union VEBA to September 30, 2017. Under thegeements the aggregate annual payments may ne¢e&$20 million and are
also limited (with no carryover to future years}he extent that the payments would cause ourdityuio be less than $50 million.
Such amounts are determined on an annual basisaadble within 120 days following the end of fisgahr, or within 15 days
following the date on which we file our Annual Repon Form 10-K with the SEC (or, if no such repertequired to be filed, within
15 days of the delivery of the independent auditopinion of our annual financial statements), \Whicer is earlier. At December 31,
2010, an annual contribution of $2.1 million wasraed and is payable in the first quarter of 2(

The following table shows (in millions of dolla$)e estimated amount of variable VEBA paymentswraild occur under the
agreements at differing levels of EBITDA and caalirpents in respect of, among other items, intemesdme taxes and capital
expenditures. The table below does not consideligblity limitation and certain other factors th@ould impact the amount of
variable VEBA payments due and, therefore, shoelddnsidered only for illustrative purpos

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

EBITDA $25.0 $50.0 $75.0 $100.0

$20.0 $— $— $— $—
40.0 15 — — —
60.0 5.0 1.C = =
80.0 9.0 4.C 5 —
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Cash Payments for
Capital Expenditures, Income Taxes,
Interest Expense, etc.

EBITDA $25.0 $50.0 $75.0 $100.0
100.0 13.C 8.C 3.0 —
120.0 17.C 12.C 7.0 2.C
140.0 20.C 16.C 11.C 6.C
160.0 20.C 20.C 15.C 10.C
180.0 20.C 20.C 19.C 14.C
200.0 20.C 20.C 20.C 18.C

. We have a shc-term incentive compensation plan for certain memioémanagement, payable in cash and based prynasr
earnings, adjusted for certain safety and perfonadactors. Most of our production facilities haimilar programs for both hourly
and salaried employee

. On July 6, 2006, the 2006 Equity and Performanceritive Plan (as amended, “Equity Incentive Pla”) became effective. Und
the Equity Incentive Plan, awards are granted éotain members of management, our directors, ardtdrs emeritus, as more fully
discussed in Note 12 of Notes to Consolidated FiigduStatements included in Item 8. “Financial 8ta¢nts and Supplementary Data”
of this Report. Awards have been made in each daleyear, since inception of the Equity Incentil@Pand additional awards are
expected to be made in 2011 and future ye

. In March 2010, we issued the Notes and the Wegrand purchased the Call Options (see Note 7otédNto Consolidated Financial
Statements included in Item 8. “Financial Statermamd Supplementary Data” of this Report). As of@rber 31, 2010, the Notes
were not convertible. We do not expect the Notdsetoconverted by investors until close to theirurigt date, if at all. It is possible to
have the Notes converted prior to their maturitiedfs for example, a holder perceives (and madeta validates the perception) the
market for the Notes to be weaker than the madkedfir common stock. Upon an investor’s electiondovert, we are required to pay
the conversion value in cash. We expect that agynpat above the principal amount would be effetyivéfset by payments we
would be entitled to receive from exercise of tredl Options.

. We have outstanding letters of credit totaling $8iBion under our Revolving Credit Facility as December 31, 201!

Critical Accounting Estimates and Policies

Our consolidated financial statements aregmegpin accordance with GAAP. In connection with pieparation of our financial statements,
we are required to make assumptions and estimbtes &uture events, and apply judgments that atfexzreported amounts of assets,
liabilities, revenue and expenses and the relasaiodures. We base our assumptions, estimategidgohents on historical experience, current
trends and other factors that management believies televant at the time our consolidated findratEtements are prepared. On a regular
basis, management reviews the accounting poliagsjmptions, estimates and judgments to ensureuh&ihancial statements are presented
fairly and in accordance with GAAP. However, be@figure events and their effects cannot be detedhwith certainty, actual results could
differ from our assumptions and estimates, and sliftérences 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” of this Repahagement believes that the following accountistingates are the most critical to aid in
fully understanding and evaluating our reporteaficial results, and require management’s mostdiffisubjective or complex judgments,
resulting from the need to make estimates aboutffieets of matters that are inherently uncertiianagement has reviewed these critical
accounting estimates and related disclosures wilAudit Committee of our Board of Directors.

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

Our judgments and estimates with respec
to commitments and contingencies.

Valuation of legal and other contingent cla In estimating the amount of any loss, in manyAlthough we believe that the judgments and
is subject to a great deal of judgment and  instances a single estimation of the loss mayestimates discussed herein are reasonable,

substantial uncertainty. Under GAAP, not be possible. Rather, we may only be ableactual results could differ, and we may be
companies are required to accrue for loss  to estimate a range for possible losses. In  exposed to losses or gains that could be
contingencies in their financial statements event, GAAP requires that a liability be material if different than those reflected in
only if both (i) the potential loss is “probable” established for at least the minimum end of accruals. To the extent we prevail in matters
and (ii) the range assuming that there is no other  for which reserves have been established or
amount which is more likely to occt are required to pay amounts in excess of
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Potential Effect if Actual Results

Description Judgments and Uncertainties Differ From Assumptions
the amount (or a range) of probable loss reserves, our future results from operati
be “estimatable.” In reaching a determination could be materially affected.

of 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 or
“estimatable” 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. Itis
possible that amounts at risk in respect of one
matter may be “traded off” against amounts
under negotiations in a separate ma

Our judgments and estimates in respect ¢
defined benefit plans.

At December 31, 2010, we had two defit Since recorded obligations represent The rate used to discount future estims
benefit postretirement medical plans (i.e. the present value of expected pension and liabilities is determined considering the rates
postretirement medical plans maintained by postretirement benefit payments over the lifeavailable at year end on debt instruments that
the VEBAs which we are required to reflect of the plans, decreases in the discount rate could be used to settle the obligations of the
on our financial statements despite our lim (used to compute the present value of the  plan. A change in the discount rate of 1/4 of
obligations to the VEBAs in regard to those payments) would cause the estimated 1% would impact the accumulated pension
plans) and a pension plan for our Canadian obligations to increase. Conversely, an benefit obligations by approximately
plant. Liabilities and expenses for pension increase in the discount rate would cause the$0.2 million, $1.0 million and $7.0 million in
other postretirement benefits are determinedestimated present value of the obligations to relation to the Canadian pension plan, the
using actuarial methodologies and incorpa decline. The LTRR on plan assets reflects anSalaried VEBA and the Union VEBA,
significant assumptions, including the rate  assumption regarding what the amount of  respectively, and impact 2011 expense by
used to discount the future estimated liability earnings would be on existing plan assets ~ $0.7 million.
the long-term rate of return on plan assets, (before considering any future contributions
and several assumptions relating to the to the plans). Increases in the assumed LTRRhe LTRR on plan assets is estimated by
employee workforce (i.e., salary increases, would cause the projected value of plan as considering historical returns and expected
medical costs, retirement age, and mortality) available to satisfy pension and postretirer returns on current and projected asset
The most significant assumptions used in  obligations to increase, yielding a reduced netllocations. A change in the assumption for
determining the estimated year-end expense in respect of these obligations. A LTRR on plan assets of 1/4 of 1% would
obligations were the assumed discount rate, reduction in the LTRR would reduce the impact expense by approximately $0.1 mil
long-term rate of return (“LTRR”) and the ~ amount of projected net assets available to and $1.1 million in 2011 in relation to the
assumptions regarding future medical cost satisfy pension and postretirement obligationSalaried VEBA and the Union VEBA,
increases. and, thus, cause the net expense in respect aéspectively.

these obligations to increase. As the assumed
In addition to the above assumptions used inrate of increase in medical costs goes up, soAn increase in the health care trend rate o

the actuarial valuation, does the net projected obligation. Converselyf 1% would increase the accumulated be!
if the rate of increase was assumed to be  obligations of the Union VEBA by
smaller, the projected obligation would approximately $6.8 million and increase 2(
decline. expense by $1.2 million. Conversely, a

decrease in the health care trend rate of 1/4 of
1% would decrease accumulated benefit
obligations of the Union VEBA b
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Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

changes in plan provisions could also har A change in plan provisions would cause  approximately $6.5 million and decrease 2
material impact on the net funded status o  estimate obligations to change. An increas expense by $1.1 million.

VEBAs. Our only obligation to the VEBAs is annual paid benefits would increase the

to pay the annual variable contribution estimated present value of the obligations and

amount and we have no control over the plarconversely, a decrease in annual paid benefits

provisions. We rely on information provided would decrease the present value of the

to us by the VEBA administrators with obligations.

respect to specific plan provisions such as

annual benefits paid.

See Note 11 of Notes to Consolidated
Financial Statements included in Item 8.
“Financial Statements and Supplementary
Data” of this Report for additional
information in respect of the benefit pla

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

We are subject to a number of environme  Making estimates of possible incremer Although we believe that the judgments :
laws and regulations, to fines or penalties  environmental remediation costs is subject toestimates discussed herein are reasonable,
assessed for alleged breaches of such laws inherent uncertainties. As additional facts areactual results could differ, and we may be
and regulations and to claims and litigation developed and definitive remediation plans exposed to losses or gains that could be
based upon such laws and regulations. Basednd necessary regulatory approvals for material if different than those reflected in
on our evaluation of environmental matters, implementation of remediation are establic accruals.

we have established environmental accruals,or alternative technologies are developed,

primarily related to potential solid waste changes in these and other factors may resulfo the extent we prevail in matters for which
disposal and soil and groundwater in actual costs exceeding the current reserves have been established, or are
remediation matters. These environmental environmental accruals. required to pay amounts in excess of our
accruals represent our estimate of costs reserves, our future results from operations
reasonably expected to be incurred on a g could be materially affected.

concern basis in the ordinary course of
business based on presently enacted laws and
regulations, currently available facts, existing
technology and our assessment of the likely
remediation action to be taken.

See Note 13 of Notes to Consolidated
Financial Statements included in Item 8.
“Financial Statements and Supplementary
Data” of this Report for additional
information in respect of environmental
contingencies

Our judgments and estimates in respect ¢
conditional asset retirement obligations.

We recognize conditional ass The estimation of CAROs is subject ti Although we believe that the judgments :
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Potential Effect if Actual Results

Description Judgments and Uncertainties Differ From Assumptions
retirement obligations* CARO¢<") related tc = number of inherent uncertainties includil estimates discussed herein are reason
legal obligations associated with the normal (1) the timing of when any such CARO may actual results could differ, and we may be
operations of certain of our facilities. These be incurred, (2) the ability to accurately exposed to losses or gains that could be
CAROs consist primarily of incremental co  identify all materials that may require special material if different than those reflected in
that would be associated with the removal handling or treatment, (3) the ability to accruals.

disposal of asbestos (all of which is believed reasonably estimate the total incremental

to be fully contained and encapsulated withinspecial handling and other costs, (4) the
walls, floors, ceilings or piping) of certain of ability to assess the relative probability of

our older facilities if such facilities were to  different scenarios which could give rise to a
undergo major renovation or be demolished. CARO, and (5) other factors outside a

There are currently plans for such renovationcompany’s control including changes in

or demolition at one facility and regulations, costs and interest rates. As such,
management’s current assessment is that  actual costs and the timing of such costs may
certain immaterial CAROs may be triggered vary significantly from the estimates,

during the next four years. For locations judgments and probable scenarios
where there are no current plans for considered, which could, in turn, have a
renovations or demolitions, the most probz material impact on our future financial
scenario is such CAROs would not be statements.

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 the
CARO will be triggered. If it is unclear when
or if a CARO will be triggered, companies
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 4 of Notes to Consolidated Finat
Statements included in Item 8. “Financial
Statements and Supplementary Data” of this
Report for additional information in respec
renovation and demolition contingenci

Long Lived Assets.

Long-lived assets other than goodwilland  Our impairment loss calculations contain We have not made any material changes in

indefinite-lived intangible assets, which are uncertainties because they require our impairment loss assessment methodol

separately tested for impairment, are management to make assumptions and apply

evaluated for impairment whenever events ofjudgment to estimate future cash flows i

changes in circumstances indicate that the asset fair values, including forecasting usefulWe do not believe there is a reasonable

carrying value may not be recoverable. Wherives of the assets and selecting the discountlikelihood that there will be a material change

evaluating long- rate that reflects the risk inherent in future  in the estimates or assumptions we use to
cash flows. calculate long-lived asset impairment losses.

However, if actual results are not consis!
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Description Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

lived assets for potential impairment, we f
compare the carrying value of the asset to the
asset’s estimated future cash flows
(undiscounted and without interest charges).
If the estimated future cash flows are less

with our estimates and assumptions use
estimating future cash flows and asset fair
values, we may be exposed to further losses
from impairment charges that could be
material.

the carrying value of the asset, we calculate
an impairment loss. The impairment loss
calculation compares the fair value, which
may be based on estimated future cash flows
(discounted and with interest charges) to the
asset’s carrying value. 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 ¢
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 asse

Income Tax Provision.

We have substantial tax attributes availabl Inherent within the completion of o Although we believe that the judgments :
offset the impact of future income taxes. We assessment of the need for a valuation estimates discussed herein are reasonable,
have a process for determining the need for allowance, we made significant judgments actual results could differ, and we may be
valuation allowance with respect to these  and estimates with respect to future operatingxposed to losses or gains that could be
attributes. The process includes an extensiveresults, timing of the reversal of deferred tax material.
review of both positive and negative evide assets and our assessment of current market
including our earnings history, future and industry factors. In order to determine thé change in our effective tax rate by 1%
earnings, adverse recent occurrences, carry effective tax rate to apply to interim periods, would have had an impact of approximately
forward periods, an assessment of the ind  estimates and judgments are made (by tay $0.3 million to net income for the year ended
and the impact of the timing differences. jurisdiction) as to the amount of taxal December 31, 2010.

income that may be generated, the availat
We expect to record a full statutory tax of deductions and credits expected and the
provision in future periods and, therefore, theavailability of net operating loss carry
benefit of any tax attributes realized will only forwards or other tax attributes to offset
affect future balances sheets and stateme' taxable income.
cash flows.

Making such estimates and judgments is
In accordance with GAAP, financial subject to inherent uncertainties given the
statements for interim periods include an difficulty predicting such factors as future
income tax provision based on the effective market conditions, customer requirements
tax rate expected to be incurred in the currentost for key inputs such as energy and
year. 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)

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

available, it is possible that the effective

rate for a year could vary materially from the
assessments used to prepare the interim
consolidated financial statements. See Note
10 of Notes to Consolidated Financial
Statements included in Item 8. “Financial
Statements and Supplementary Data” of this
Report for additional discussion of these
matters.

Tax Contingencies.

We use a “more likely than not” threshold for Our reserve for contingent tax liabilities Although management believes that the
recognition of tax attributes that are subjec reflects uncertainties because management igidgments and estimates discussed herei
uncertainties and measure reserves in respecequired to make assumptions and to apply reasonable, actual results could differ, and we
of such expected benefits based on their judgment to estimate the exposures assoc may be exposed to losses or gains that could
probability. A number of years may elapse with our various filing positions. be material.

before a particular matter, for which we have

established a reserve, is audited and fully  Our effective income tax rate is also affected To the extent we prevail in matters for which

resolved or clarified. We adjust our tax by changes in tax law, the tax jurisdiction of reserves have been established, or are
reserve and income tax provision in the pe new plants or business ventures, the level ofrequired to pay amounts in excess of our

in which actual results of a settlement with  earnings and the results of tax audits. reserves, our effective income tax rate in a
authorities differs from our established given financial statement period could be
reserve, the statute of limitations expires for materially affected. An unfavorable tax

the relevant tax authority to examine the tax settlement could require use of our cash and
position or when more information becomes would result in an increase in our effective
available. See Note 10 of Notes to income tax rate in the period of resolution. A
Consolidated Financial Statements include favorable tax settlement would be recognized
Item 8. “Financial Statements and as a reduction in our effective income tax rate
Supplementary Data” of this Report for in the period of resolution.

additional information in respect of the

recognition of tax attributes. Our liability related to uncertain tax positions

at December 31, 2010 was $14.0 milli
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Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Inventory Valuation

We value our inventories at the lower of costOur estimate of market value of our Although we believe that the judgments and
or market value. For the Fabricated Productsinventories contains uncertainties because estimates discussed herein are reasonable,
segment, finished products, work-in-process management is required to make assumptioractual results could differ, and we may be
and raw material inventories are stated on and to apply judgment to estimate the sellingexposed to losses or gains that could be
LIFO basis, and other inventories, principallyprice of our inventories, costs to complete oumaterial.
operating supplies and repair and mainten inventories and normal profit margin.
parts, are stated at average cost.
Making such estimates and judgments is
Inventory costs consist of material, labor andsubject to inherent uncertainties given the
manufacturing overhead, including difficulty predicting such factors as future
depreciation. Abnormal costs, such as idle commodity prices and market conditions.
facility expenses, freight, handling costs and
spoilage, are accounted for as current period
charges. We determine the market value of
our inventories 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
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Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Notes and Call Options

The cash conversion feature of the Notes  Significant inputs to the model include ¢ An increase or decrease of $10 in our st
the Call Options are accounted for as stock price, risk-free rate, credit spread, price would cause the net estimated fair
derivative instruments. We measure the valuéividend yield, expected volatility of our values of the cash conversion feature and the
of the cash conversion feature as the stock price, and probability of certain Call Options to increase or decrease by

difference between the estimated fair value oforporate events, all of which are observableapproximately $3 million. We do not expect
the Notes and the estimated fair value of the inputs by market participants. Our estimates the net change in the fair value of these
Notes without the cash conversion feati of fair value of the cash conversion feature ofderivatives to have a material impact to our
We value the Notes based on the trading | the Notes and the Call Options contain financial statements, over time.

of the Notes and we value the Notes without uncertainties given the difficulty in predicting

the cash conversion feature based on the  factors such as the expected volatility of our

present value of the series of fixed income stock price and the probability of certain

cash flows under the Notes, with a mandatorgorporate events. The primary driver of fair

redemption in 2015. We value the Call values of both the Call Option and the cash
Options using a binomial lattice valuation  conversion feature of the Notes is our stock
model. price.
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Potential Effect if Actual Results

Description Judgments and Uncertainties Differ From Assumptions

Acquisition, Goodwill and Intangible

Assets

We accounted for acquisitions using The judgments made in determining We do not believe there is a reason:
purchase method of accounting, which estimated fair value assigned to each class dlikelihood that there will be a material change
requires that the assets acquired and liabil assets acquired and liabilities assumed, as in the estimates or assumptions we use to
assumed to be recorded at the date of well as asset lives, can significantly impact calculate goodwill and intangible assets.
acquisition at their respective estimated fair our results of operations. Fair values and  However, if actual results are not consistent
values. useful lives are determined based on, amongwith our estimates and assumptions used in

other factors, the expected future period of estimating future cash flows and fair values
We recognize goodwill as of the acquisition benefit of the asset, the various characteri: assigned to each class of assets acquired and
date, as a residual over the fair values of the of the asset and projected cash flows. As theliabilities assumed, we may be exposed to
identifiable net assets acquired. Goodwill is determination of an asset’s fair value and  losses from impairment charges that could be
tested for impairment at least on an annual useful life involves management making material.

basis, as well as on an interim basis as certain estimates and because these estimates
warranted, at the time of events and changedorm the basis for the determination of
in circumstances. whether or not an impairment charge should

be recorded, these estimates are considered to
Definite-lived intangible assets acquired will be critical accounting estimates.
be amortized over the estimated useful lives
of the respective assets, to reflect the pattern
in which the economic benefits of the
intangible assets are consumed. In the event
the pattern cannot be reliably determined, we
use a straight-line amortization method.
Whenever events or changes in circumsta
indicate that the carrying amount of the
intangible assets may not be recoverable, the
intangible assets will be reviewed for
impairment.

New Accounting Pronouncements

For a discussion of all recently adopted amntly issued but not yet adopted accounting prooements, see the sectidveiv Accounting
Pronouncements” from Note 1 of Notes to Consolidd&timancial Statements included in Item 8. “Finah&tatements and Supplementary
Data” of this Report.

Available Information

Our website is located wivw.kaiseraluminum.comThe website includes a section for investor iefest under which we provide
notifications of news or announcements regardingfioancial performance, including SEC filings, @stor events, and press and earnings
releases. In addition, all Kaiser Aluminum Corpimafilings submitted to the SEC, including our Ammh Reports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8+, Proxy Statements for our annual meeting oksiiders, as well as other Kaiser
Aluminum Corporation reports and statements, aadlave on the SEC’s web sitewatvw.sec.gov Such filings are also available for downlt
free of charge on our website. In addition, we pievand archive on our website webcasts of ourtgrigrearnings calls and certain events in
which management participates or hosts with memifettse investment community, and related inveptesentations. The contents of the
website is not intended to be incorporated by esfee into this Report or in any other report orutoent filed by us and any reference to the
websites are intended to be inactive textual refee only.

ltem 7A. Quantitative and Qualitative Disclosures About MakRisk

Our operating results are sensitive to chaigése prices of primary aluminum and fabricat&th@num products, and also depend to a
significant degree upon the volume and mix of ediqucts sold. As discussed more fully in Note 14ofes to Consolidated Financial
Statements included in Item 8. “Financial Statermamid Supplementary Data” of this Report, we hastetically utilized hedging transactions
to lock in a specified price or range of pricesdertain products which we sell or consume in agodpction process and to mitigate our
exposure to changes in energy prices and foreigermcy exchange rates.
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Sensitivity

Primary/Secondary Aluminurs a result of the full curtailment of Angleseyalting operations at September 30, 2009 and the
commencement of secondary aluminum remelt andngaspierations discussed in Part Il, Item 7. “Mamagyet’s Discussion and Analysis of
Financial Condition and Results of Operations” (§®esults of Operations- Segment and Business Unit Information — All Othef this
Report, we believe our exposure to primary alumimuioe risk, with respect to our income and castvfielated to our share of Anglesey
production, has largely been eliminated.

Our pricing of fabricated aluminum productgénerally intended to lock in a conversion mafgapresenting the value added from the
fabrication process(es)) and to pass metal priteta our customers. However, in certain instameegnter into firm price arrangements with
our customers and incur price risk on our anti@gdgirimary aluminum purchases in respect of suskoater orders. At the time our Fabrica
Products segment enters into a firm price custaroetract, our Hedging business unit and FabricBreducts segment enter into an “internal
hedge” so that metal price risk resides in our Heglgpusiness unit under All Other. Results froneintl hedging activities between our
Fabricated Products segment and Hedging businédssliaminate in consolidation. The Hedging businesd uses third-party hedging
instruments to limit exposure to metal-price ris&kaited to firm price customer sales contractssarmih transactions may have an adverse effect
on our financial position, results of operationd aash flows.

Total fabricated products shipments during®@@D09 and 2008 for which we had price risk warer(illions of pounds) 97.0, 162.7 and
228.3, respectively. At December 31, 2010, we laesscontracts for the delivery of fabricated alwmn products that have the effect of
creating price risk on anticipated primary aluminparchases for the period 2011 through 2013 angdfter totaling approximately (in
millions of pounds) 90.9, 14.5 and 0.4, respectivel

Foreign CurrencyWe, from time to time, enter into forward exchamgatracts to hedge material exposures for foreigreacies. Our
primary foreign exchange exposure is our operato®ds of our London, Ontario facility and for castmmitments for equipment purchases.

We do not anticipate recognition of equitydme or losses relating to our investment in Angldee at least the next 12 months. Further
expect to purchase and sell our share of Anglesegyrglary aluminum production under pricing mechasithat are intended to eliminate
metal price risk and currency exchange risk. Assallt, the British Pound Sterling exchange expogseleged to our income and cash flow
relating to Anglesey is effectively eliminated hretnear-term.

Energy.We are exposed to energy price risk from fluctugprices for natural gas. We estimate that, beforesideration of any hedging
activities and the potential to pass through higtegural gas prices to customers, each $1.00 charg®ural gas prices (per mmbtu) impacts
our annual operating costs by approximately $318ani

We, from time-to-time, in the ordinary courdfebusiness, enter into hedging transactions wljponmsuppliers of energy and energy-related
financial investments. As of December 31, 2010,eqosure to fluctuations in natural gas pricestheeh substantially reduced for
approximately 95% of the expected natural gas @se$ for 2011, approximately 74% of the expectéarakgas purchases for 2012 and
approximately 22% of the expected natural gas @mee$ for 2013.
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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 yearsieth December 31, 2010, 2009 and 2008,
an independent registered public accounting firne whnducted their audits in accordance with thedsteds of the Public Company
Accounting Oversight Board (United States). Theeppehdent registered public accounting firms’ resfiglity is to express an opinion as to
the fairness with which such financial statememésent our financial position, results of operatiand cash flows in accordance with
accounting principles generally accepted in thetddhStates.

Management's Report on Internal Control Over Finandal Reporting

Our management is responsible for establisaimymaintaining adequate internal control ovearitial reporting as defined in Rule 13a-15
(H under the Securities Exchange Act of 1934. dternal control over financial reporting is desgnunder 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 financigdoging and the preparation of financial statemémt&xternal purposes in accordance with
accounting principles generally accepted in theté¢hStates and include those policies and procedhe:

(1) Pertain to the maintenance of recordsithe¢asonable detail accurately and fairly refaat transactions and the dispositions of our
assets;

(2) Provide reasonable assurance that ousdddions are recorded as necessary to permit at@paof financial statements in accorde
with accounting principles generally accepted m thited States, and that our receipts and expgeditare being made only in accordance
with authorizations of our management and Boardigéctors; and

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

Because of its inherent limitations, interoahtrol over financial reporting may not preventetect 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 participatf our management, including our principal exigeuofficer and principal financial officer,
we assessed the effectiveness of our internal@omter financial reporting as of December 31, 20i9ng the criteria set forth by the
Committee of Sponsoring Organizations of the Tremd@ommission innternal Control — Integrated FrameworBased on its assessment,
management has concluded that our internal coowe financial reporting was effective as of Decem®1, 2010.

Deloitte & Touche LLP, the independent registiepublic accounting firm that audited our condated financial statements for the year
ended December 31, 2010 included in ltem 8. “Firer&tatements and Supplementary Data” of this Repas issued an audit report on the
effectiveness of our internal control over finahceporting.

/sl Jack A. Hockem /s/ Daniel J. Rinkenberg:
President and Chief Executive Officer Senior Vice President and Chief Financial Officer
(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, 2010 and 2009, and the related cdiasetl statements of income (loss), stockholdensitg@nd comprehensive income (loss),
and cash flows for each of the three years endegmbker 31, 2010. We also have audited the Compantgiial control over financial
reporting as of December 31, 2010, based on @itstablished in Internal Control — Integrated Feanork issued by the Committee of
Sponsoring Organizations of the Treadway Commissibie Company’s management is responsible for tfieaacial statements, for
maintaining effective internal control over finaalcieporting, and for its assessment of the effeatss of internal control over financial
reporting, included in the accompanying ManagenseRgport on Internal Control Over Financial RepaytiOur responsibility is to express an
opinion on these financial statements and an opiaiothe Company’s internal control over financegorting 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 ebteasonable assurance about whether the finestatements are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all eral respects. Our audits of the financial
statements included examining, on a test basideage supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estisiatade by management, and evaluating the ovenahdial statement presentation. Our a

of internal control over financial reporting incled obtaining an understanding of internal contxa@rdinancial reporting, assessing the risk

a material weakness exists, and testing and ewadute design and operating effectiveness of ivaliecontrol based on the assessed risk. Our
audits also included performing such other proceslas we considered necessary in the circumstaieebelieve that our audits provide a
reasonable basis for our opinions.

A company’s internal control over financial repogiis a process designed by, or under the supenvigi the company’s principal executive
and principal financial officers, or persons pemigrg similar functions, and effected by the compatypard of directors, management, and
other personnel to provide reasonable assuraneediag the reliability of financial reporting anltet 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) pertaihearaintenance of records that, in reasonablel dataurately and fairly reflect the transacti
and dispositions of the assets of the companypr@jide reasonable assurance that transactionre@reded 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) pewésonable assurance regarding
prevention or timely detection of unauthorized astjion, 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 internaltoarover financial reporting to future periods atebject to the risk that the controls may
become inadequate because of changes in conditibtigt the degree of compliance with the policeprocedures may deteriorate.

In our opinion, the consolidated financial statetaenferred to above present fairly, in all mategaspects, the financial position of Kaiser
Aluminum Corporation and subsidiaries as of Decandde 2010 and 2009, and the results of their djgersiand their cash flows for each of
the three years in the period ended December 31,20 conformity with accounting principles genbraccepted in the United States of
America. Also, in our opinion, the Company main&nin all material respects, effective internaiteol over financial reporting as of
December 31, 2010, based on the criteria establishmternal Control — Integrated Framework issbgdhe Committee of Sponsoring
Organizations of the Treadway Commission.

/s/ DELOITTE & TOUCHE LLP
Costa Mesa, Californi:
February 22, 201
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
CONSOLIDATED BALANCE SHEETS

December 31 December 31
2010 2009
(In millions of dollars, except share and pe
share amounts)

ASSETS
Current asset:
Cash and cash equivalel
Receivables $ 135.¢ $ 30.2
Trade, less allowance for doubtful receivables@b%t December 31, 2010 and $0.:
December 31, 2009, respectiv: 83.C 83.7
Due from affiliate — 0.2
Other 5.2 2.2
Inventories 167.t 125.2
Prepaid expenses and other current a 80.1 59.1
Total current asse 471.¢ 300.7%
Property, plant, and equipme— net 354.1 338.¢
Net asset in respect of VEE 195.% 127.5
Deferred tax asse— net 231.1 277.2
Intangible assets, n 4.0 —
Goodwill 3.1 —
Other asset 83.C 41.2
Total $ 1,342 $ 1,085t

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:

Accounts payabl $ 50.€ $ 49.C
Accrued salaries, wages, and related expe 31.1 33.1
Other accrued liabilitie 42.C 32.1
Payable to affiliat¢ 17.1 9.C
Long-term dek-current portior 1.3 —
Total current liabilities 142.: 123.2
Net liability in respect of VEB/ — 0.3
Long-term liabilities 134.7 53.7
Cash convertible senior not 141.¢ —
Other lon¢-term debt 11.€ 7.1
Total liabilities 430.2 184.%

Commitments and contingenci— Note 13

Stockholder’ equity:

Common stock, par value $0.01, 90,000,000 shartb®@azed at both December 31, 2010 an
December 31, 2009; 19,214,451 shares issued asthnding at December 31, 2010 and 20,276,

shares issued and outstanding at December 31, 0.2 0.2
Additional capital 987.1 967.¢
Retained earning 80.1 85.C
Common stock owned by Union VEBA subject to transéstrictions, at reorganization valt

3,523,980 shares at December 31, 2010 and 4,845h#8Bs at December 31, 2( (84.6) (116.9
Treasury stock, at cost, 1,724,606 shares at Deme8ih 2010 and 572,706 shares at December 31

2009 (72.3) (28.1)
Accumulated other comprehensive income (It 1.7 (7.9

Total stockholder equity 912.2 901.2
Total $ 1,342 $ 1,085.

The accompanying notes to consolidated financééstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
STATEMENTS OF CONSOLIDATED INCOME (LOSS)

Year Ended December 31,
2010 2009 2008
(In millions of dollars, except share and per sharamounts;

Net sales $ 1,079.: $ 987.C $ 1,508.:
Costs and expense
Cost of products solc

Cost of products sold, excluding depreciation, amation and other iten 946.¢ 766.4 1,400.°
Lower of cost or market inventory wr-down — 9.3 65.5
Impairment of investment in Angles — 1.8 37.¢
Restructuring costs and other (benefits) cha (0.3 5.4 8.8
Depreciation and amortizatic 19.¢ 16.4 14.7%
Selling, administrative, research and developmend, genere 64.4 69.¢ 73.1
Other operating charges (benefits), 4.C (0.9 (1.9
Total costs and expens 1,034." 868.2 1,599..
Operating income (lost 44.4 118.% (91.0
Other (expense) incom
Interest expens (11.¢) — (1.0
Other (expense) income, r (4.2 (0.7) 0.7
Income (loss) before income tax 28.4 118.€ (91.9)
Income tax (provision) benel (14.9 (48.7) 22.¢
Net income (loss $ 141 $ 70t $ (68.5
Earnings per share, Ba— Note 1, 1
Net income (loss) per sha $ 0.7z $ 351 $ (3.4
Earnings per share, Dilut— Note 1, 1
Net income (loss) per sha $ 0.7z $ 351 $ (3.4
Weighte-average number of common shares outstanding (
Basic 19,375 19,63¢ 19,98(
Diluted 19,37% 19,63¢ 19,98(

The accompanying notes to consolidated financééstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY AND COMPREHENSIVE INCOME (LOSS)

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)

BALANCE, December 31,

2007 20,580,81 $ 02 $ 948.¢ $ 116.1 $ (1169 $ — $ (6.00 $ 942:¢
Net loss — — — (68.5) — — — (68.5)
Tax effect of prior yea

pension adjustmen — — (0.7) — — — 0.7 —

Defined benefit plan
adjustments
Net actuarial loss arisin
during the period (ne
of tax of $34.3 — — — — — — (55.9 (55.9)
Prior service cost arising
during the period (net
of tax of $3.4) — — — — — — (5.5 (5.5)
Less: amortization of ne
actuarial loss (net of
tax of $(0.1)) — — — — — — 0.2 0.2
Less: amortization ¢
prior service cost (net
of tax of $(0.3)) — — — — — — 0.5 0.5
Foreign currency translatic
adjustment, net of tax o
$0 — — — — — — 5.2 5.2

Comprehensive los — — — — (123.5

Recognition of pr-
emergence tax benefits
accordance with fresh
start accountini — — 1.9 — — — — 1.9

Equity compensation
recognized by an
unconsolidated affiliate
(net of tax of $0.1 — — (0.2 — — — — (0.2

Capital distribution by
unconsolidated affiliate
to its parent company
(net of tax of $0.6 — — (0.9 — — — — (0.9

Issuance of nc-vested
shares to employet 52,97( — — — — — — —

Issuance of common shar
to directors 3,68¢ — 0.2 — — — — 0.2

Issuance of common shares
to employees upon
vesting of restricted stos
units and performance
shares 1,521 — — — — — — —

Cancellation of employee
nor-vested share (9,959 — — — — — — —



Cancellation of shares to
cover employees’ tax
withholdings upon
vesting of non-vested
shares (11,429 — (0.7) — — — — (0.7)

Cash dividends on commu
stock ($0.66 per shar — — — (13.5) — — — (13.5)

Repurchase of commc
stock (572,700 — — — — (28.7) — (28.)

Excess tax benefit upc
vesting of non-vested
shares and dividend
payment on unvested
shares expected to ve — — 0.1 — — — — 0.1

Amortization of unearne
equity compensatio — — 9.9 — — — — 9.9

BALANCE, December 31
2008 20,044,91 $ 0.2 $ 958.¢ $ 34.1 $ (116.9) $ (28.)) $ (60.9 $ 788.1

The accompanying notes to consolidated financééstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY AND COMPREHENSIVE INCOME (LOSS)

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)
BALANCE, December 31,
2008 20,04491 $ 02 $ 9586 $ 341 $ (1169 $ (281 $ (60.5) $ 788.1

Net income — — — 70.t — — — 70.t
Defined benefit plan
adjustments
Net actuarial gain arisin
during the period (net
of tax of $(43.2), — — — — — — 71.4 71.4
Prior service cost arisir
during the period (ne
of tax of $12.2 — — — — — — (20.2) (20.2)
Less: amortization of ne
actuarial loss (net of
tax of $(1.4)) — — — — — — 24 24
Less: amortization ¢
prior service cost (ne
of tax of $(0.6)) — — — — — — 0.9 0.9
Foreign currency translatic
adjustment, net of tax of

$0 — — — — — — (1.5 (1.5
Comprehensive incorr — — — — 123t

Capital distribution by
unconsolidated affiliate
to its parent compar — — (0. — — — — (0.

Issuance of non-vested
shares to employet 196,82¢ — — — = — — —

Issuance of common shares
to employees in lieu of
cash bonu 15,67¢ — 0.3 — — — — 0.3

Issuance of common shat
to directors 3,73¢ — 0.1 — — — — 0.1

Issuance of common shai
to employees upon
vesting of restricted stos
units and performance
shares 21,08¢ — — — — — — —

Cancellation of employee
nor-vested share (5,66¢) — — — — — — —

Cash dividends on common
stock ($0.96 per shar — — — (19.6) — — — (19.6)

Excess tax deficiency upo
vesting of non-vested
shares and dividend
payment on unvested
shares expected to ve — — (0.2) — — — — (0.2)



Amortization of unearned
equity compensatio — — 9.C — — — — 9.C

BALANCE, December 31,
2009 20,276,57 $ 0.2 $ 967.¢ $ 85.C $ (116.9) $ (28.)) $ (7.3 $901.2

The accompanying notes to consolidated financééstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY AND COMPREHENSIVE INCOME (LOSS)

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)
BALANCE, December 31,
2009 20,276,57 $ 02 $ 967.& $ 8. $ (1169 $ (281 $ (7.3 $901.:

Net income — — — 14.1 — — — 14.1
Net actuarial gain arisin

during the period (net o

tax of $(4.4)) — — — — — — 7.0 7.C
Less: amortization of net

actuarial gain (net of tax

of $0.2) — — — — — — (0.2 0.2
Less: amortization of prior

service cost (net of tax

$(1.6)) — — — — — — 2.6 2.6
Unrealized gain on availat

for sale securities (net of

tax of $0) — — — — — — 0.1 0.1
Foreign currency translatic

adjustment, net of tax o

$0 — — — — — — (0.5 (0.5
Comprehensive incorr — — — — 23.1

Sale of Union VEBA share
by the Union VEBA, net
of tax of $19.€ — — 0.7 — 31.¢ — — 32.5

Issuance of warran — — 14. — — — — 14.z

Issuance of non-vested
shares to employer 97,93: — — — — — — —

Issuance of common shares
to directors 4,61z — 0.2 — — — — 0.2

Issuance of common shar
to employees upon
vesting of restricted stor
units and performance
shares 4,934 — — — — — — —

Cancellation of employe
nor-vested share (5,96%) — — — — — — —

Cancellation of shares
cover employees’ tax
withholdings upon
vesting of non-vested
shares (11,729 — (0.4 — — — — (0.4

Repurchase of commc
stock (1,151,901 — — — — (44.2) — (44.2)

Cash dividends on commu
stock ($0.96 per shar — — — (19.0 — — — (19.0



Amortization of unearned
equity compensatio — — 4.5 — — — — 45

BALANCE, December 31
2010 19,214,45 $ 0.2 $ 987.1 $ 80.1 $ 846 $ (729 $ 1.7 $ 912.2

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

Year Ended December 31,
2010 2009 2008
(In millions of dollars)

Cash flows from operating activitie
Net income (loss $ 141 $ 70t $ (68.5)
Adjustments to reconcile net income (loss) to meshcprovided by operating activitie

Depreciation of property, plant and equipm 19.5 16.£ 14.7
Amortization of definit-lived intangible asse 0.2 — —
Amortization of debt discount and debt issuancés 4.t — 0.2
Deferred income taxe 14.F 47.3 (31.0
Excess tax deficiency (benefit) upon vesting of-wested shares and dividend payment

on unvested shares expected to" — 0.1 (0.7
Non-cash equity compensatis 4.7 9.1 10.1
Net nor-cash LIFO charges and lower of cost or market itorgrwrite-down 16.t 18.C 57.1
Non-cash unrealized losses (gains) on derivative pos 5.2 (80.5) 87.1
Amortization of option premium 1.8 5.E —
Non-cash impairment charg: 4.€ 2.3 42.1
Equity in (income) loss of unconsolidated affiliatet of distribution: — (1.9 1.8
Losses (gains) on disposition of property, plartt aquipmen 0.1 0.1 (0.3
Other norcash changes in assets and liabili 1.C 5.E (0.9

Changes in operating assets and liabilities, neffett of acquisition

Trade and other receivabl (1.2 30.1 (13.2)
Receivable from affiliats 0.2 11.€ (2.9
Inventories (excluding LIFO charges (benefits) &wder of cost or market wri-down) (56.9) 29.1 (22.7)
Prepaid expenses and other current a: (0.c (2.0 (7.0
Accounts payabl 4.2 (2.5 (18.9)
Accrued liabilities 0.4 (29.9) 7.1
Payable to affiliat 8.1 (18.5 8.¢
Accrued income taxe — — (0.4)
Long-term assets and liabilities, r 240 7.3 (18.9

Net cash provided by operating activit 66.% 127.7 46.€
Cash flows from investing activitie

Capital expenditure (38.€ (59.2) (93.2)
Purchase of available for sale securi (4.9 — —
Net proceeds from dispositions of manufacturinglifgand related asse 4.8 — —
Net proceeds from dispositions of property, plard aquipmen — — 1.€
Cash payment for acquisition of manufacturing facénd related asse (9.0 — —
Change in restricted ca 1.1 18.t (20.9
Net cash used in investing activiti (46.9 40.7) (112.9)
Cash flows from financing activitie
Proceeds from issuance of cash convertible seoi@s 175.( — —
Cash paid for financing costs in connection wiguence of cash convertible senior n (5.9 — —
Purchase of call option in connection with issuamiceash convertible senior not (31.9 — —
Proceeds from issuance of warra 14.: — —
Repayment of promissory nc— current portior (0.7) — —
Borrowings under note payat — — 7.C
Borrowings under the revolving credit facili — 111.¢ 171.k
Repayment of borrowings under the revolving créattlity — (147.¢) (135.5)
Cash paid for financing costs in connection with tavolving credit facility (2.7) (2.2) —
Excess tax (deficiency) benefit upon vesting of-vested shares and dividend payrmr
on unvested shares expected to" — (0.2 0.1
Retirement of common stot — — (0.7)
Repurchase of common sto (44.2) — (28.])
Cash dividend paid to stockholdt (19.0 (19.9) (17.9)
Net cash provided by (used in) financing activi 85.4 (56.9) (2.9
Net increase (decrease) in cash and cash equisalenhg the perio 105.: 30.1 (68.5
Cash and cash equivalents at beginning of pe 30.2 0.2 68.7
Cash and cash equivalents at end of pe $ 135.¢ $ 30.8 $ 02

The accompanying notes to consolidated financééstents are an integral part of these staterr
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions of dollars, except share and per shar@amounts and as otherwise indicated)

1. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of PresemtatiThe consolidated financial statements consolidegdihancial statements of the
Company and its wholly owned subsidiaries and eepared in accordance with United States geneaaltgpted accounting principles (“US
GAAP"). Intercompany balances and transactionebneinated. See Note 3 for a description of the @any’s accounting for its 49%, non-
controlling ownership interest in Anglesey AluminilLimited (“Anglesey”). References to specific UB&P in this Report cite topics within
the Financial Accounting Standards Board (“FASB9cAunting Standards Codification (“ASC”).

Use of Estimates in the Preparation of Financialt8mentsThe preparation of financial statements in accoctdamith US GAAP requires
the use of estimates and assumptions that affeaefiorted amounts of assets and liabilities, dssoke of contingent assets and liabilities
known to exist as of the date the financial stat#sare published, and the reported amounts ohtegand expenses during the reporting
period. Uncertainties with respect to such estimated assumptions are inherent in the preparatitredCompany’s consolidated financial
statements; accordingly, it is possible that tHeaaesults could differ from these estimates asslimptions, which could have a material
effect on the reported amounts of the Company’'saliated financial position and results of openadi

Recognition of SaleSales are generally recognized on a gross basis titlee ownership and risk of loss pass to thedsand
collectability is reasonably assured. In connecti@th Anglesey’s remelt operations, which commenicethe fourth quarter of 2009, the
Company substantially reduced or eliminated itksrigith respect to inventory loss and fluctuationmetal prices and foreign currency
exchange rates. In the fourth quarter of 2009Cbmmpany in substance began to act as an agenhirection with sales of secondary
aluminum produced by Anglesey and, consequenttyCthmpany’s sales of such secondary aluminum asepted net of cost of sales.

A provision for estimated sales returns framd allowances to, customers is made in the sanedpees the related revenues are recognized,
based on historical experience or the specifictifieation of an event necessitating a reserve.

From time to time, in the ordinary course o$iness, the Company may enter into agreementscwiitomers in which the Company, in
return for a fee, agrees to reserve certain amafrits existing production capacity to the custonuefer an existing customer purchase
commitment into future periods and reserve ceraiounts of its expected production capacity inehperiods to the customer, or cancel or
reduce existing commitments under existing constatihese agreements may have terms or impact gegiaeeding one year.

Certain of the capacity reservation and commaiit deferral agreements provide for periodic, aghjuarterly or annual, billing for the
duration of the contract. For capacity reservatigreements, the Company recognizes revenue ratabhthe period of the capacity
reservation. Accordingly, the Company may recognienue prior to billing reservation fees. At Detxer 31, 2010 and December 31, 2009,
the Company had $1.1 and $0.3 of unbilled receasbikespectively, included within Trade receivaldeshe Companyg Consolidated Balan
Sheets. For commitment deferral agreements, thep@oynrecognizes revenue upon the earlier occurrefte related sale of product or the
end of the commitment period. In connection withestagreements, the Company may collect funds fnestomers in advance of the periods
for which (i) the production capacity is reservéij,commitments are deferred, (iii) commitments aeduced or (iv) performance is completed,
in which event the recognition of revenue is def@rantil such time as the fee is earned. Any urezhfees are included within Other accrued
liabilities or Long-term liabilities, as appropmaton the Company’s Consolidated Balance Sheetd\ste 6). At December 31, 2010 and
December 31, 2009, the Company had total defemeshues of $24.0 and $15.5, respectively, relatrtbese agreements. Such deferred
revenue is included within Other accrued liabifiter Long-term liabilities, as appropriate, on @@mpany’s Consolidated Balance Sheets (see
Note 6).

Earnings per ShareASC Topic 260Earnings Per Sharedefines unvested shabased payment awards that contain nonforfeitabtesitc
dividends or dividend equivalents (whether paidimpaid) as participating securities and requirelision of such securities in the computa
of earnings per share pursuant to the thass method. Topic 260 mandates the applicatidheoforegoing principles to all financial staterts
issued for fiscal years beginning after Decemb@828nd requires retrospective application. Uporptidn, the Company retrospectively
adjusted its earnings per share data, resultirgh®.02 per share reduction in both the basic #atkd earnings per common share for 2008.

Basic earnings per share is computed by digidiistributed and undistributed earnings allocableommon shares by the weighted-average
number of common shares outstanding during thaagipé period. The basic weighted-average numbeowimon shares outstanding during
the period excludes unvested share-based paymeandswl he shares owned by a voluntary employeeisfligary association (“VEBA”) for
the benefit of certain union retirees, their suingvspouses and eligible dependents
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions of dollars, except share and per shar@amounts and as otherwise indicated)

(the “Union VEBA”") that are subject to transfertrégions, while treated in the Consolidated Bak&heets as being similar to treasury stock
(i.e., as a reduction in Stockholders’ equity), iaduded in the computation of basic weighted-agernumber of common shares outstanding
because such shares were irrevocably issued ardflbdividend and voting rights. Diluted earningsr share is calculated as the more
dilutive result of computing earnings per sharearng) the treasury stock method or (ii) the twass method (see Note 15).

Stock-Based Compensati@tock based compensation is provided to certairi@reps, directors and a director emeritus, anddésanted
for at fair value, pursuant to the requirementd8 Topic 718Compensation — Stock Compensatidine Company measures the cost of
services received in exchange for an award of gaustruments based on the grant-date fair valubefiward and the number of awards
expected to ultimately vest. The fair value of adeqprovided to the director emeritus is not matefihe cost of an award is recognized as an
expense over the requisite service period of therdwn a straight-line basis. The Company haseddct amortize compensation expense for
equity awards with graded vesting using the sttaligle method. The Company recognized compensatpense for 2010, 2009 and 2008 of
$3.7, $8.2, and $9.9 respectively, in connectiaih wested awards and non-vested stock, restrittett sinits and stock options (see Note 12).

The Company grants performance shares to éxeaifficers and other key employees. These awaredsubject to performance
requirements pertaining to the Company’s econoraiseradded (“EVA”) performance, measured over eghyear performance period. The
EVA is a measure of the excess of the Companyissteljl pre-tax operating income for a particular ys@r a pre-determined percentage of
the adjusted net assets of the immediately pregegiar, as defined in the 2008-2010, 2009-201128d®-2012 Long-Term Incentive (“LTI")
programs. The number of performance shares, if thay will ultimately vest and result in the issaarof common shares depends on the
average annual EVA achieved for the specified Hyesr performance periods. The fair value of penfamce-based awards is measured based
on the most probable outcome of the performancédition, which is estimated quarterly using the Camgs forecast and actual results. The
Company expenses the fair value, after assumireggtimated forfeiture rate, over the specified threar performance periods on a ratable
basis. The Company recognized compensation exfen2610, 2009 and 2008 of $0.8, $0.9, and $0.gaedvely, in connection with the
performance shares.

Acquisition, Goodwill and Intangible Assefgquisitions are accounted for in accordance wiSCATopic 805Business Combinations
(“ASC 805"). The Company recognizes assets acquaretliabilities assumed, including assets acquaratiliabilities assumed arising from
contractual contingencies at the acquisition datéeir respective estimated fair values. The Camgprecognizes goodwill as of the acquisi
date as a residual over the fair values of thetifigile net assets acquired. Acquisiticelated costs are expensed directly in the perashict
they are incurred and are included in Selling, ausiviative, research and development, and genethki Statements of Consolidated Income.

Goodwill is tested for impairment on an ann@dis during the third quarter, as well as oméerim basis, as warranted, at the time of
events and changes in circumstances. Intangibésagéth definite lives are initially recognizedfair value and will be amortized over the
estimated useful lives to reflect the pattern incltithe economic benefits of the intangible asastsconsumed. In the event the pattern cannot
be reliably determined, the Company uses a strdiiglitamortization method. Whenever events or ckarig circumstances indicate that the
carrying amount of the intangible assets may natbeverable, the intangible assets will be revigfoe impairment. The weighted-average
estimated useful life of the Company’s intangitdsets is 18 years (see Note 9).

Environmental Contingencie®/ith respect to environmental loss contingencies,@ompany records a loss contingency whenever such
contingency is probable and reasonably estimalderuals for estimated losses from environmentakediation obligations are generally
recognized no later than completion of the remd@iasibility study. Such accruals are adjustedugbér information develops or
circumstances change. Costs of future expendifaremnvironmental remediation obligations are nsetdunted to their present value.
Environmental expense relating to continuing openatis included in Cost of products sold, exclgditepreciation, amortization and other
items in the Statement of Consolidated Income. IBmvnental expense relating to discontinued operati® included in Selling, administrati\
research and development, and general in the Statesh Consolidated Income.

Restructuring Costs and Other ChargB&structuring costs and other charges include graplseverance and benefit costs, impairment of
owned equipment to be disposed of, and other essisciated with exit and disposal activities. TloenBany applies the provisions of ASC
Topic 420,Exit or Disposal Cost Obligationsto account for obligations arising from such éti#s. Severance and benefit costs incurred in
connection with exit activities are recognized wittes Company’s management with the proper levaludtfiority has committed to a
restructuring plan and communicated those actiomsrtployees. For owned facilities and equipmenpaimment losses recognized are based
on the fair value less costs to sell, with fairueakstimated based on existing market prices foifagi assets. Other exit costs include costs to
consolidate facilities or close facilities, termi@&ontractual commitments and
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(In millions of dollars, except share and per shar@amounts and as otherwise indicated)

relocate employees. A liability for such costsdsarded at its fair value in the period in which tiability is incurred. At each reporting date,
the Company evaluates its accruals for exit caziseanployee separation costs to ensure the acaresill appropriate. During 2010, 2009
and 2008, the Company recorded $(0.3), $5.4 arft] $8spectively, of restructuring costs and othengfits) charges relating to employee
termination and other personnel costs, and conteactination and other facility-related activitié@s,connection with the Company’s closure of
its Tulsa, Oklahoma extrusion facility, reducti@mfoperations at its Bellwood, Virginia facilityned reduction of personnel in other locations
(see Note 17).

Other (Expense) Income, n&imounts included in Other (expense) income in 2@DD9 and 2008 included the following:

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2010 2009 2008
Interest incom $ 0.3 $ 0.1 $ 1.7
Unrealized loss on financial derivativ! (4.9 — —
All other, net 0.4 (0.2) (1.0

$ (4.2 $ 0.9 $ 0.7

1 See"Derivative Financial Instrumer” below, for a discussion of accounting policy foclsunstruments

Income TaxedDeferred income taxes reflect the future tax efeédemporary differences between the carrying amobiassets 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. In accordaitheASC Topic 740Jncome Taxesthe Company uses a “more likely than not” thrédtior
recognition of tax attributes that are subjectrioartainties and measures any reserves in respggtio expected benefits based on their
probability. Deferred tax assets are reduced bglaation allowance to the extent it is more likégn not that the deferred tax assets will not
be realized (see Note 10).

Cash and Cash EquivaleniBhe Company considers only those short-term, hiligplyd investments with original maturities of 8@ys or
less when purchased to be cash equivalents. The&uors cash equivalents consist primarily of fuimdsavings accounts, demand notes,
money market accounts and other highly liquid itmesnts, which are classified within Level 1 of ta@ value hierarchy. Cash equivalents at
December 31, 2010 and 2009 were $30.1 and $2%gdectvely.

Restricted CashilThe Company is required to keep certain amountdeposit relating to workergompensation and other agreements. ¢
amounts totaled $17.2 and $18.3 at December 31 @3d December 31, 2009, respectively. Of theictstt cash balance, $0.9 and $0.9 were
considered short-term and included in Prepaid esgand other current assets on the Consolidatedd@aSheets at December 31, 2010 and
December 31, 2009, respectively, and $16.3 and4$4@ce considered long-term and included in Otksets on the Consolidated Balance
Sheets at December 31, 2010 and December 31, 8@ ctively. There were no margin call deposith Wie Company’s derivative financial
instrument counterparties in restricted cash aebdxer 31, 2010 and 2009.

Trade Receivables and Allowance for Doubtful Acteurrade receivables primarily consist of amountsebiflo customers for products
sold. Accounts receivable are generally due wiBtirdays. For the majority of its receivables, tlmnpany establishes an allowance for
doubtful accounts based upon collection experi@mekother factors. On certain other receivablesevtiee Company is aware of a specific
customer’s inability or reluctance to pay, an abmwe for doubtful accounts is established agamstuats due, to reduce the net receivable
balance to the amount the Company reasonably expecbllect. However, if circumstances change Gbmpany’s estimate of the
recoverability of accounts receivable could beatéht. Circumstances that could affect the Compaagtimates include, but are not limited to,
customer credit issues and general economic conditiAccounts are written off once deemed to bellextible. Any subsequent cash
collections relating to accounts that have beewipusly written off are typically recorded as auwetion to total bad debt expense in the period
of payment.

InventoriesInventories are stated at the lower of cost or etavklue. Finished products, work-in-process amdmreaterial inventories are
stated on the last-in, first-out (“LIFO”) basis.H@t inventories, principally operating supplies agplair and maintenance parts, are stated at
average cost. Inventory costs consist of matdabfr and manufacturing overhead, including deptteaoi. Abnormal costs, such as idle faci
expenses, freight, handling costs and spoilagea@reunted for as current period charges (see Note
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Shipping and Handling CostShipping and handling costs are recorded as a coemp@f Cost of products sold excluding deprecigtio
amortization and other items.

Advertising CostsAdvertising costs, which are included in Sellingpanistrative, research and development, and geremexpensed as
incurred. Advertising costs for 2010, 2009 and 2@@8e $0.3, $0.4, and $0.3, respectively.

Research and Development Co&ssearch and development costs, which are includ8dlling, research and development, and general,
are expensed as incurred. Research and developostatfor 2010, 2009 and 2008, were $4.9, $4.4$48] respectively.

Depreciation Depreciation is computed using the straight-linghoé at rates based on the estimated useful lifvégeorarious classes of
assets. The principal estimated useful lives, af®liows (in years):

Land improvement 3-25
Buildings 15-45
Machinery and equipme! 1-24

Depreciation expense relating to Fabricatedi®cts is not included in Cost of products soldleding depreciation, amortization and other
items, but is included in Depreciation and amotitwaon the Statements of Consolidated Income (Ld3spreciation expense is not adjusted
when assets are temporarily idled. Property, @adtequipment held for future development are pteskeas idled assets. Such assets are
evaluated for impairment on a held-and-used basis.

Major Maintenance ActivitiedAll of the major maintenance costs are accountedsong the direct expensing method.

LeasesFor leases that contain predetermined fixed esoakbf the minimum rent, the Company recognizesrétated rent expense on a
straight-line basis from the date it takes possessi the property to the end of the initial leésem. The Company records any difference
between the straight-line rent amounts and the atmayable under the lease as part of deferredire@ther accrued liabilities or Long-term
liabilities, as appropriate. Deferred rent for@ériods presented was not material.

Capitalization of Interestnterest related to the construction of qualifyagsets is capitalized as part of the constructistsc The
aggregate amount of interest capitalized is limttethe interest expense incurred in the period.

Deferred Financing Cost€osts incurred to obtain debt financing are detbared amortized over the estimated term of theadla
borrowing. Such amortization is included in Intéregpense which could be capitalized as part oftantion in progress. Deferred financing
costs included in other assets at December 31, 20d@009 were $7.7 and $1.1, respectively.

Foreign CurrencyOne of the Company’s foreign subsidiaries usedate currency as its functional currency, its éssend liabilities are
translated at exchange rates in effect at the balaheet date; and its statement of operatiomanslated at weighted-average monthly rates of
exchange prevailing during the year. Resultingdiation adjustments are recorded directly to arsgpaomponent of stockholders’ equity in
accordance with ASC Topic 83Boreign Currency MattersWhere the U.S. dollar is the functional current foreign facility or subsidiary,
re-measurement adjustments are recorded in Otbemia (expense). At both December 31, 2010 and Deee8i, 2009, the amount of
translation adjustment relating to the foreign sdibsy using local currency as its functional cuneg was immaterial.

Derivative Financial Instrument$iedging transactions using derivative financiatrimsients are primarily designed to mitigate the
Company’s exposure to changes in prices for cedfihe products which the Company sells and corsuamd, to a lesser extent, to mitigate
the Company’s exposure to changes in foreign cayremchange rates. From time-to-time, the Compésty enters into hedging arrangements
in connection with financing transactions to mitggéinancial risks.

The Company does not utilize derivative finahmstruments for trading or other speculativegmses. The Company’s derivative activities
are initiated within guidelines established by ngeraent and approved by the Company’s Board of RirecHedging transactions are
executed centrally on behalf of all of the Compariytisiness units to minimize transaction costs,itmoconsolidated net exposures and allow
for increased responsiveness to changes in ma&etrs.

On March 29, 2010, the Company issued $178g@emate principal amount of 4.5% cash conversklgior notes due 2015 (the “Notes”).
The Notes may be settled only in cash. The cashersion feature of the Notes requires bifurcatimmf the Notes according to ASC Topic
815, Derivatives and Hedgin(fASC 815"). The Company accounts for such cashveosion feature
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(“Bifurcated Conversion Feature”) as a derivatirdility. In connection with the issuance of thetdlg the Company purchased cash-settled
call options relating to its common stock (the ‘iGaptions”) to hedge against potential cash paysémdt could result from the conversion of
the Notes. The Call Options are accounted for asateve assets, as they meet the definition oé@vative under ASC 815 (Notes 7 and 14).

The Company recognizes all derivative instrote@s assets or liabilities in its balance sheétraeasures these instruments at fair value by
“marking-to-market” all of its hedging positionsesdch period-end (Note 14). The Company does net the documentation requirements for
hedge (deferral) accounting under ASC 815. Unredland realized gains and losses associated wdtfekeof operational risks are reflected as
a reduction or increase in Cost of products sotdiugling depreciation, amortization and other itebisrealized and realized gains and losses
relating to hedges of financing transactions aflected as a component of Other income (expense).

Concentration of Credit Riskinancial arrangements which potentially subjeet@ompany to concentrations of credit risk corsfishetal
currency, and natural gas derivative contractsCilé Options, and arrangements related to its egsiivalents. If the market value of the
Companys net commodity and currency derivative positiofith wertain counterparties exceeds a specifiecstiuid, if any, the counterparty
required to transfer cash collateral in excesseftihireshold to the Company. Conversely, if theketavalue of these net derivative positions
falls below a specified threshold, the Companyetiired to transfer cash collateral below the thokkto certain counterparties. At both
December 31, 2010 and December 31, 2009, the Coniahno margin deposits with or from its countetipa.

The Company is exposed to credit loss in theneof nonperformance by counterparties on dexigatontracts used in hedging activities as
well as failure of counterparties to return casheteral previously transferred to the countergartiThe counterparties to the Company’s
derivative contracts are major financial institaipand the Company does not expect to experiemggenformance by any of its counterpar

The Company places its cash in bank deposiétsr@oney market funds with high credit quality ficgal institutions which invest primarily
in commercial paper and time deposits of prime iuadhort-term repurchase agreements, and U.Srgawent agency notes. The Company
has not experienced losses on its temporary casistiments.

Conditional Asset Retirement Obligations (“CAROsThe Company has CAROs at several of its fabricpteducts facilities. The vast
majority of such CAROSs 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, roofs, ceilings or piping) of certaintbie Company’s older facilities if such facilities
were to undergo major renovation or be demolisfiéd. Company, in accordance with ASC Topic 4A€5et Retirement and Environmental
Obligations, estimates incremental costs for special handiigmmoval and disposal costs of materials that mayilbgive rise to CAROs and
then discounts the expected costs back to therdurear using a credit-adjusted, riske rate. The Company recognizes liabilities aost<for
CARGO s even if it is unclear when or if CAROs mayibe triggered. When it is unclear when or if CAR®iIll be triggered, the Company u
probability weighting for possible timing scenartosdetermine the probability-weighted amounts #tetuld be recognized in the Company’s
financial statements.

Realization of Excess Tax Benefiggginning on January 1, 2008, the Company madeewuating policy election to follow the tax law
ordering approach in assessing the realizatioxodss tax benefits related to stock-based awanagetthe tax law ordering approach,
realization of excess tax benefits is determinexttan the ordering provisions of the tax law. €uotryear deductions, which include the tax
benefits from current year stock-based award digssiare used first before using the Company’petating loss (“NOL”") carryforwards
from prior years. Under this method, Additional italwould be credited when an excess tax bergefitalized, creating an additional paid-in-
capital pool, to absorb potential future tax deficies resulting from stock-based award activities.

Fair Value Measurementhe Company applies the provisions of ASC Topic,&20r Value Measurements and Disclosuréa$C 8207,
in measuring the fair value of its derivative cawts (Note 14), plan assets invested by certaiheo€ompany’s employee benefit plans (Note
11) and its Notes (Note 7).

Fair value is defined as the price that wdagdeceived to sell an asset or paid to transfiebdity in an orderly transaction between market
participants at the measurement date. ASC 820lesttab a fair value hierarchy that distinguishetsvieen (i) market participant assumptions
developed based on market data obtained from imdkgpe sources (observable inputs) and (ii) anyésititwn assumptions about market
participant assumptions developed based on thdrfestnation available in the circumstances
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(unobservable inputs). The fair value hierarchysistis of three broad levels, which gives the higpésrity to unadjusted quoted prices in
active markets for identical assets or liabilitfesvel 1) and the lowest priority to unobservalpiplits (Level 3). The three levels of the fair
value hierarchy are described below:

. Level 1— Unadjusted quoted prices in active markets thatecessible at the measurement date for identinetstricted assets or
liabilities.

. Level 2— Inputs other than quoted prices included withinélel/that are observable for the asset or liahiétther directly o
indirectly, including quoted prices for similar ass or liabilities in active markets and quoted@sifor identical 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 orrotiorated by observable market data by correlatiosther mean:

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

New Accounting Pronouncements December 2010, the Financial Accounting Statsl®8oard issued Accounting Standards Update
(“ASU") No. 2010-29 Business Combinations, Disclosure of Supplememesy-orma Information for Business Combinatigt&SU 2010-
29"), which provides clarification regarding prafiea revenue and earnings disclosure requirementsuiiness combinations. The
amendments in this ASU specify that if a publiatgrgresents comparative financial statementsetitéy should disclose only revenue and
earnings of the combined entity as though the lssicombination(s) that occurred during the culyeat had occurred as of the beginning of
the comparable prior annual reporting period. Tinerdments also expand the supplemental pro forstdodures to include a description of
the nature and amount of material, nonrecurringfpnma adjustments directly attributable to theibeiss combination included in the reported
pro forma revenue and earnings. The amendmentffaive prospectively for business combinatiaorsvihich the acquisition date is on or
after the beginning of the first annual reportiregipd beginning on or after December 15, 2010.yEzdbption is permitted. The Company
expects to adopt ASU 2010-29 during the first iimtereporting period of 2011 as it relates to proafa disclosure of the Compasyacquisitiol
of assets from Alexco, L.L.C. (“Alexco”) effectivdanuary 1, 2011 (see Note 19). The Company doesxpett the adoption of ASU 2010-29
to have a material impact on its consolidated for@rstatements.

ASU No. 2010-06kair Value Measurements and Disclosures—Improvimggibsures about Fair Value MeasuremefisSU 2010-06")
was issued in January 2010. This ASU amends AS@8§igi820-10Fair Value Measurements and Disclosures—Overtdirequire new
disclosures regarding transfers in and out of L&vahd Level 2, as well as activity in Level 3y fa@lue measurements. ASU 2010-06 became
effective for financial statements issued by thenpany for interim and annual periods beginningrditecember 15, 2009, except for
disclosures relating to purchases, sales, issuaandsettlements in the roll-forward of activitylievel 3 fair value measurements, which are
effective for fiscal years beginning after Decemb®&r2010. The Company adopted during 2010 theegipé provisions of ASU 2010-06,
which did not have a material impact on the diagtes in its consolidated financial statements. Chmpany does not expect the adoption of
the provisions of ASU 2010-06 relating to increademtiosure of activity in Level 3 fair value measments to have a material impact on the
disclosures in its consolidated financial staterment

ASU No. 2010-20Receivables (Topic 310) — Disclosure about the iCf@dality of Financing Receivables and the Allowarfor Credit
Lossesy(*ASU 2010-20") was issued in July 2010. This AStdends existing disclosure requirements and reqauldiional disclosure
regarding financing receivables (other than shemttrade receivables or receivables measuredr ataflae or lower of cost or fair value),
including: (i) credit quality indicators of finang receivables at the end of the reporting peripdlass of financing receivables, (ii) the aging
of past due financing receivables at the end oféperting period by class of financing receivapbedd (iii) the nature and extent of troubled
debt restructurings that occurred during the pebipdlass of financing receivables and their eftacthe allowance for credit losses. For pu
entities, the requirement for disclosures as ofetie of a reporting period is effective for interamd annual reporting periods ending on or ¢
December 15, 2010. The requirement for disclosabesit activities that occur during a reporting peéiis effective for interim and annual
reporting periods beginning on or after December2080. The Company adopted on December 31, 2@&l8gplicable provisions of ASU
2010-20, which did not have a material impact andtsclosures in its consolidated financial statesmieThe Company does not expect the
adoption of the provisions of ASU 2010-20 relatingncreased disclosure activities relating tofiiciag receivables to have a material impact
on the disclosures in its consolidated financiateshents.
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ASU No. 2010-28ntangibles — Goodwill and Other, When to Perfort@pS2 of the Goodwill Impairment Test for Reportuhgjts with
Zero or Negative Carrying AmountASU 2010-28") was issued in December 2010. Themadments in this ASU modify Step 1 of the
goodwill impairment test for reporting units witero or negative carrying amounts. For those reppinits, an entity is required to perform
Step 2 of the goodwill impairment test if it is redikely than not that a goodwill impairment exidts determining whether it is more likely
than not that a goodwill impairment exists, antgrghould consider whether there are any eventiraumstances that would more likely than
not reduce the fair value of a reporting unit beltsrcarrying amount. The amendments in this AS&Jedfective for fiscal years, and interim
periods within those years, beginning after Decemibe 2010. Early adoption is not permitted. Therpany expects to adopt ASU 2010-28
for the quarter ending March 31, 2011 and doe&xrpéct the adoption to have a material impact®ndhsolidated financial statements.

2. Inventories

Inventories consist of the following:

December 31 December 31
2010 2009
Fabricated Products segm—
Finished product $ 53.¢ $ 40.4
Work in procest 49.€ 44.¢
Raw materialt 50.¢ 27.1
Operating supplies and repairs and maintenance 13.2 12.¢

$ 167.5 $ 125.2

The Company recorded net non-cash LIFO (clsdoenefits of approximately $(16.5), $(8.7) andb®iuring 2010, 2009 and 2008,
respectively. These amounts are primarily a redfuthanges in metal prices and changes in invenolymes.

With the inevitable ebb and flow of businegsles, non-cash LIFO (charges) benefits will restiien inventory levels and metal prices
fluctuate. Further, potential lower of cost or nmetradjustments can occur when metal prices dealidemargins compress. At December 31,
2008, due to the decline in the London Metal ExdeafiLME") price of primary aluminum, the Compargcorded a $65.5 lower of cost or
market inventory writedown to reflect the inventory at market value. Dgrthe first quarter of 2009, the Company recoreddditional lowe
of cost or market inventory write-down of $9.3 doehe continued decline in the LME price of primatuminum. The write-downs of
inventory were recorded pursuant to ASC Topic 38@entory, under which the market value of inventory is deieed based on the current
replacement cost, by purchase or by reproducticre that it does not exceed the net realizabigevand it is not less than net realizable
value reduced by an approximate normal profit mmarg§here were no lower of cost or market inventarige-downs during 2010.

3. Investment In and Advances To Unconsolidated Aiffate

The Company has a 49%, non-controlling owriprstierest in Anglesey. Anglesey operated as many aluminum smelter until
September 30, 2009, when it fully curtailed its King operations due to the expiration of its Iclegm power contract and its inability to find
alternative affordable power to continue operatisg smelter. In the fourth quarter of 2009, Angyesommenced a remelt and casting
operation to produce secondary aluminum.

Through September 30, 2009, the Company argle&nay had interrelated operations. The Companyresgonsible for selling alumina to
Anglesey in proportion to its ownership percentagemeet its obligation to provide alumina to Arggg, the Company purchased alumina
under a contract that provided adequate aluminarfigiesey’s operations through September 2009 hEurthe Company was responsible for
purchasing primary aluminum from Anglesey in prdjmor to its ownership percentage, at prices basetth@ primary aluminum market prices.

At December 31, 2008, the Company recordduhage of $37.8 to fully impair its investment in dlesey. In the first half of 2009, the
Company recorded additional impairment chargedingt&1.8 to maintain its investment balance abz&uring the quarter ended
September 30, 2009, Anglesey incurred a significabioss, primarily as the result of employee retiuncy costs incurred in connection with
the cessation of its smelting operations. Commenicirthe quarter ended September 30, 2009 andneomdgj through December 31, 2010, the
Company suspended the use of the equity methodcoiating with respect to its
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ownership in Anglesey as the Company is not obdidab advance any funds to Anglesey, guarante®bligations of Anglesey, or make any
commitments to provide any financial support forghesey. Accordingly, the Company did not recogrigeshare of Anglesey’s net loss for
such periods, pursuant to ASC Topic 3R®estments — Equity Method and Joint VenturBise Company does not anticipate resuming th
of the equity method of accounting with respedtdanvestment in Anglesey unless and until (i)sitgre of any future net income of Anglesey
equals or is greater than the Company’s sharetdbsges not recognized during periods for whiehehuity method was suspended and

(i) future dividends can be expected. The Compdmss not anticipate the occurrence of such evairigithe next 12 months.

After the cessation of Anglesey’s smeltingrapiens on September 30, 2009, Anglesey no lorggires alumina for its operations, and the
Company'’s obligation to sell alumina to Anglesegrtimated. Since such date, the Company has purdisasendary aluminum products from
Anglesey in proportion to its ownership interestprces tied to the market price of primary aluotm The Company in turn sells the secon
aluminum products to a third party and receive o of a premium over normal commodity marketps. The transactions are structured to
largely eliminate metal price and currency excharage risks with respect to income and cash flow.

In the fourth quarter of 2009, the Compangubstance began to act as an agent in connectibrsates of secondary aluminum produced
by Anglesey and, consequently, the Company’s sHleach secondary aluminum are presented net afdsieof sales. Prior to the cessation of
Anglesey’s smelting operations as of SeptembeRB09, the Company'’s sales of primary aluminum peeduby Anglesey were recorded on a
gross basis when title, ownership and risk of leese passed to the buyer and collectability wasaeably assured. The Company recorded
$0.3, $89.9 and $171.4 of revenue relating to #tessof primary aluminum produced by Anglesey ian@®009 and 2008, respectively. The
Company did not record any net revenue relatingates of secondary aluminum produced by Anglesey.

The Company recorded zero equity in incomefAnglesey in 2009 and 2008. The Company receiwedividends from Anglesey for 20
or 2009, and received dividends from Anglesey 09%$8illion in 2008.

Purchases from and sales to Anglesey werellasvé:

Year ended Year ended Year ended
December 31, December 31, December 31,
2010 2009 2008
Purchase $93.2 $91.4 $155.¢
Sales — 18.1 52.1

At December 31, 2010 and 2009, receivables #fmglesey were $0.0 and $0.2, respectively. Atdbatger 31, 2010 and 2009, payables to
Anglesey were $17.1 and $9.0, respectively.

4. Conditional Asset Retirement Obligations

The Company has conditional asset retiremeligations, or CAROSs, at several of its fabricapedducts facilities. The vast majority of
such CAROs consist of incremental costs that wbeldssociated with the removal and disposal ofsdgb€all of which is believed to be fully
contained and encapsulated within walls, floorsfgpceilings or piping) at certain of the Companglder facilities if such facilities were to
undergo major renovation or be demolished. Thezecarrently plans for such renovation or demolitidone facility and management’s
current assessment is that certain immaterial CAR@ be triggered during the next four years. Boalions where there are no current plans
for renovations or demolitions, the most probabkensirio is that such CAROs would not be triggetedD or more years, if at all.

The inputs in estimating the fair value of G@Rinclude: (i) timing of when any such CARO mayitheurred, (ii) incremental costs
associated with special handling or treatment oROAmaterials and (iii) credit adjusted risk freterall of which are considered level 3 inputs
as they involve significant judgment of the Company

During the quarter ended September 30, 20EOCbmpany re-assessed and revised its estimédageo the timing and future costs of
various ashestos removal projects at one factibth upward and downward revisions relating to essimates were made. The downward
revisions in cost estimates resulted in a $1.3adeer in CARO liabilities and cumulative adjustmeatiucing Cost of products sold, excluding
depreciation, amortization and other items, andrBaption and amortization by approximately $1.d an
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$0.1, respectively. The total of such adjustmemtsgased both basic and diluted earnings per flyaapproximately $0.05 per share. The
upward revisions in costs estimates resulted ih.a ficrease in both CARO liabilities and CARO &ss€he Company used a credit-adjusted,
risk-free rate of 10.8% in estimating the fair v&aluith respect to the CARO liability associatedhathie upward cost adjustment. Accretion and
depreciation expense over the next 20 years iscéxgéo increase as a result of the revisions. $R@ws to timing of CARO settlement did not
have a material impact on the Company’s finandetkesents.

The Company’s results for 2010, 2009 and d66Bided an immaterial amount of depreciation esgesmssociated with CAR@Jated cost:
For 2010, 2009 and 2008, accretion of CARO liaksit(recorded in Cost of products sold) was $003 &ind $0.3, respectively. The estimated
fair value of CARO liabilities at December 31, 20diid December 31, 2009 was $3.8 and $3.5, respbctiv

For purposes of the Company’s fair value estés with respect to the CARO liabilities priothe quarter ended September 30, 2010, a
credit adjusted risk free rate of 7.5% was used.
5. Property, Plant and Equipment
Property, plant and equipment are recorded at Thstmajor classes of Property, plant, and equipmenas follows:

December 31 December 31
2010 2009

Land and improvemen $ 23.c $ 23.€
Buildings 43.F 31.¢€
Machinery and equipmel 338.( 246.2
Construction in progres 7.7 83.4
412t 385.1

Accumulated depreciatic (63.9) (46.2)
Active property, plant, and equipment, | 348.¢ 338.¢
Idled equipmen 5.5 —
Property, plant, and equipment, | $ 354.1 $ 338.¢

The majority of the Construction in progres®acember 31, 2009 was related to the Companylarif@zoo, Michigan facility. The facility
is equipped with two extrusion presses and a reopeltation. This investment program was substéyntaimpleted in late 2010. The decrease
in the Construction in progress balance from Deafi, 2009 to December 31, 2010 reflects prinbighke commissioning of certain
equipment during that period, the cost of whicleffected above in Machinery and equipment as aebwer 31, 2010.

The amount of interest expense capitalizetbastruction in progress was $2.8, $2.7 and $0rihgthe years ended 2010, 2009, and 2008,
respectively.

For 2010, 2009, and 2008, the Company recodépdeciation expense of $19.4, $16.2, and $1dspectively, relating to the Company’s
operating facilities in its Fabricated Productsmsegt. An immaterial amount of depreciation expemas also recorded in the Company’s
Corporate segment for all such periods.

In December 2010, the Company re-assessezkfiexted utilization of certain of its manufactgriequipment, in light of factors such as the
production capacity and added capabilities regufiom the acquisition of assets from Alexco effieetlanuary 1, 2011 (see Note 19). Based
upon this assessment, the Company concluded thatrcef its existing equipment would be idled Uistich time as the equipment is needed
for production. As such equipment is currently ectpd to be idled on more than a temporary bastsCihmpany suspended the depreciation
expense relating to such equipment.

Concurrent with the reclassification of asdetthe Idled equipment category of Property, plamd equipment, the Company performed an
assessment of the net carrying amount of suchsas3ethe $5.5 carrying amount of Idled assetsf&@eocember 31, 2010, $1.1 represents
equipment used by the Company’s Tulsa, Oklahomisitfggrior to the closure of that facility in thieurth
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guarter of 2008. The remaining Idled equipmentfd3exember 31, 2010 represents assets that wengraddpy the Company but had not yet
been placed into service. For such assets, the @woyrperformed an appraisal in the fourth quarte#0if0 and recorded an impairment charge
of $2.0 to write-down the carrying amount of thelipmnent to $4.4, representing the estimated fdirezarhe fair value was estimated using a
combination of the cost approach and market approEtte cost approach is based on replacement edsha market approach is based on
prices for similar assets, both of which used I1&/&ir value inputs.

In addition to the $2.0 impairment charge daibove, the Company recorded an asset impairrhange of $1.9 in connection with the sale
of its Greenwood, South Carolina facility in Juy1®. The combined asset impairment charges ofii2010 are included in Other operating
charges (benefits), net in the Statements of Cateteld Income (Loss) and are included in the Fabett Products segment.

Further, as discussed in Note 17, the Compaegrded $0.7, $0.3 and $4.3 of asset impairmeargels in 2010, 2009 and 2008,
respectively, in connection with the restructurpigns to close its Tulsa, Oklahoma facility andt@iloperations at its Bellwood, Virginia
location. Such charges are reflected within Re#iiningg costs and other (benefits) charges in tlhgeStents of Consolidated Income (Loss).
6. Supplemental Balance Sheet Information

Trade Receivables.

Trade receivables were comprised of the fathou

December 31, December 31,
2010 2009
Billed trade receivable $82.5 $84.2
Unbilled trade receivable— Note 1 1.1 0.3
83.€ 84.F
Allowance for doubtful receivable (0.6) (0.9
$83.(C $83.7
Prepaid Expenses and Other Current Assets.
Prepaid expenses and other current assetscammarised of the following:
December 31, December 31,
2010 2009
Current derivative asse— Note 14 $22.1 $72
Current deferred tax asst 46.¢ 40.¢€
Option premiums pai 5.6 3.1
Shor-term restricted cas 0.9 0.9
Prepaid taxe 1.3 4.2
Prepaid expenst 3.4 3.1
Total $80.1 $59.1
Other Assets.
Other assets were comprised of the following:
December 31, December 31,
2010 2009
Derivative asset— Note 14 $50.€ $18.2
Option premiums pai 0.€ 1.6
Restricted cas 16.2 17.4
Long-term income tax receivab 2.9 2.8
Deferred financing cos 7.7 11
Available for sale securitie 4.61 —
Other 0.1 0.1
Total $83.C $41.2
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1 Available for sale securities represent investmegitgted to the Compa’s deferred compensation plan, in various investrirds
measured at fair value based on the net asset ghthe investment funds which is considered talbevel 2 input. The fair value of the
securities approximate amortized ct

Other Accrued Liabilities.

Other accrued liabilities were comprised of thédfeing:

December 31, December 31,

2010 2009
Current derivative liabilitie— Note 14 $ 8.9 $51
Option premiums receive 7.C 1.6
Current portion of income tax liabilitie 1.1 1.1
Accrued income taxes and taxes pay:i 1.8 2.C
Accrued book overdraft (uncleared cash disbursesh — 34
Accrued annual VEBA contributic 2.1 2.4
Accrued freight 1.9 2.1
Environmental accru— Notel3 1.1 3.9
Accrued interes 2.1 0.1
Deferred revenu 10.¢ 6.8
Other 5.2 3.6
Total $42.C $32.1

Long-term Liabilities.
Long-term liabilities were comprised of thdldaving:
December 31, December 31,

2010 2009
Derivative liabilities— Note 14 $ 62.2 $ 53
Option premiums receive 0.3 1.6
Income tax liabilities 12.€ 13.4
Worker¢ compensation accrue 15.¢ 14.1
Environmental accru— Notel3 19.1 5.8
Asset retirement obligatior 3.8 3.5
Deferred revenu 13.2 8.7
Deferred compensation liabili 4.9 —
Other lon¢-term liabilities 2.4 1.3
Total $134.7 $53.7

7. Cash Convertible Senior Notes and Related Transaons

Indenture. On March 29, 2010, the Company issued Notesdraggregate principal amount of $175.0 pursuaahtmdenture by and
between the Company and Wells Fargo Bank, Natideabciation, as trustee (the “Indenture”). Net exts from this transaction were
approximately $169.2, after deducting the initiafghasers’ discounts and transaction fees and segpeifhe Notes bear a stated interest rate o
4.50% per annum. As described in Note 1, the Companounts for the Bifurcated Conversion FeaturdhefNotes as a derivative instrument.
The fair value of the Bifurcated Conversion Featumghe issuance date of the Notes was recordétasiginal issue discount for purposes of
accounting for the debt component of the Notessguance, the original issue discount relatindieoNotes was $38.1, which will be amorti;
based on the effective interest method over thm tdrthe Notes. Therefore, interest expense gréladerthe interest rate of 4.50% will be
recognized over the term of the Notes, primarilg tluthe
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accretion of the discounted carrying value of tlege¥ to their face amount. The initial purchasdistounts and transaction fees and expenses
totaling $5.8 were capitalized as deferred finagaasts and will be amortized over the term offfaées using the effective interest method.
The effective interest rate of the Notes is apprately 11% per annum. Interest is payable semi-ahnin arrears on April 1 and October 1 of
each year, beginning on October 1, 2010. The Naiéshature on April 1, 2015, subject to earlieptechase or conversion upon the
occurrence of certain events. Holders may conteit Notes before January 1, 2015, only in cert&icumstances determined by (i) the ma
price of the Company’s common stock, (ii) the tredprice of the Notes, or (iii) the occurrence péaified corporate events. The Notes can be
converted by the holders at any time on or aftaudey 1, 2015 until the close of business on tlersg scheduled trading date immediately
preceding the maturity date of the Notes. The Natessubject to repurchase by the Company at ttienopf the holders following a
fundamental change, as defined in the Indentucfyding, but not limited to, (i) certain ownerskdpanges, (ii) certain recapitalizations,
mergers and dispositions, (iii) approval of anynptet proposal for the liquidation, or dissolutioitlee Company, and (iv) the Company’s
common stock ceasing to be listed on any of the Mevk Stock Exchange, the NASDAQ Global Select Marsr the NASDAQ Global

Market, at a price equal to 100% of the principabant of the Notes plus accrued and unpaid intenes$p the fundamental change repurchase
date. The Notes have an initial conversion rat2006949 shares of common stock per (in whole dg)li&t,000 principal amount of the Notes
(equivalent to an initial conversion price of appnoately $48.32 per share, representing a 26% asiorepremium over the closing price of
$38.35 per share of the Company’s common stock arcM23, 2010), subject to adjustment, based ondberrence of certain events,
including, but not limited to, (i) the issuancecgitain dividends on the Company’s common stockih@ issuance of certain rights, options or
warrants, (iii) the effectuation of share splitscombinations, (iv) certain distributions of progyeand (v) certain issuer tender or exchange
offers as described in the Indenture, with the amhdue on conversion payable in cash. The Notesa@reonvertible into the Company’s
common stock or any other securities under anygistances.

Convertible Note Hedge Transaction®n March 23 and March 26, 2010, the Company fageti the Call Options from several financial
institutions (the “Option Counterparties”). The B@ptions have an exercise price equal to the cmnwe price of the Notes, subject to anti-
dilution adjustments substantially similar to thiailution adjustments for the Notes. The Callti©ps will expire upon the maturity of the
Notes. The Company paid an aggregate amount obgippately $31.4 to the Option Counterparties fa @all Options

The Call Options are expected to generallucedhe Company’s exposure to potential cash patgemexcess of the principal amount of
the Notes that it may be required to make uporctimversion of the Notes. If the market price parstof the Company’s common stock at the
time of cash conversion of any Notes is above ttileesprice of the Call Options (which strike priisinitially equal to the initial conversion
price of the Notes of approximately $48.32 per sladrthe Company’s common stock), the Call Optiaiikentitle the Company to receive
from the Option Counterparties in the aggregatestétree amount of cash as it would be required tgeteio the holder of the converted Notes
in excess of the principal amount thereof.

Warrant TransactionsOn March 23 and March 26, 2010, the Company extdered into warrant transactions pursuant to wthieh
Company sold to the Option Counterparties net-shattled warrants (the “Warrants”) relating to apgpmately 3.6 million shares of the
Companys common stock. The warrants expire on July 1, 200h& Option Counterparties paid an aggregate atrafiapproximately $14.3 1
the Company for the Warrants.

If the market price per share of the Compaogimimon stock, as measured under the terms of HreaWis, exceeds the strike price of the
Warrants, which is initially equal to $61.36 peash(representing a 60% premium over the closiige mf $38.35 per share of the Company’s
common stock on March 23, 2010), the Company wsdllie to the Option Counterparties shares of thep@ogs common stock having a val
equal to such excess, as measured under the téthes\Warrants. The Warrants may not be exercised o the expiration date.

Other. The Call Options and Warrant transactions ararsgp transactions entered into by the Companytiwé&lOption Counterparties,
and are not part of the terms of the Notes andad@ffiect the rights of holders under the Notes.

As described in Note 1, the cash conversiatufe of the Notes meets the definition of a dérreaunder ASC 815 and requires bifurcation
from the Notes for accounting purposes. The Catigdp also meet the definition of derivatives und&C 815. As such, the Company
accounts for both instruments as derivatives andksrta market both instruments at the end of eapbnting period. At December 31, 2010,
the Bifurcated Conversion Feature had a fair vafu860.0 and was recorded as a long-term derivéiabdity, and the Call Options had a fair
value of $48.4 and were recorded as long-term devie assets (Note 6).
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The Warrants meet the definition of derivasivmmder ASC 815; however, because the Warrantshieere determined to be indexed to the
Companys common stock and to have met the requiremere tdssified as equity instruments, they are nojesti to the fair value provisio
of ASC 815 (Note 14).

At December 31, 2010, the carrying value effotes was $141.4, which consists of $175.0 faweuat net of $33.6 of debt discount. The
fair value of the Notes was $214.7 based on tltirigaprice of the Notes on December 31, 2010. Téding price of the Notes is considered a
Level 1 input in the fair value hierarchy. Totaldrest expense related to the Notes for the yedeceBecember 31, 2010 was $11.3 consisting
$6.0 of cash interest and $5.3 of non-cash amdidizaf original issue discount and debt issuarast,@ portion of which was capitalized as
Construction in progress.

8. Secured Debt and Credit Facilities
Secured credit facility and long-term debt consisiéthe following:

December 31 December 31

2010 2009
Revolving Credit Facility $ — $ —
Other 13.1 7.1
Total 13.1 7.1
Less— Current portior (1.3 —
Long-term secured del $ 11.¢ $ 7.1

Revolving Credit FacilityOn March 23, 2010, the Company and certain ofubsiliaries entered into a $200.0 revolving créaditlity with
a group of lenders (the “Revolving Credit Facilitydf which up to a maximum of $60.0 may be utiifer letters of credit. The Revolving
Credit Facility amended and restated the Compamgsiously existing $265.0 revolving credit fagilitn connection with the amendment and
restatement, the Company expensed $0.4 of unamduieferred financing costs relating to the $26&vdlving credit facility, resulting in a
residual balance of $0.7 of unamortized deferredriting costs related to such financing arrangendds, in connection with the amendment
and restatement, the Company incurred $2.7 of iadditfinancing costs, which were capitalized. Attingly, a total of $3.4 of capitalized
financing costs will be amortized over the termha Revolving Credit Facility on a straight-linesim At December 31, 2010, $2.7 of deferred
financing costs remained on the Consolidated Bal@iwets.

Under the Revolving Credit Facility, the Compas able to borrow from time to time an aggregatount equal to the lesser of $200.0 or a
borrowing base comprised of approximately 85% uwjfilele accounts receivable and approximately 65%ligible inventory, reduced by
certain reserves, all as specified in the Revol@nedit Facility. The Revolving Credit Facility mees in March 2014, at which time all
amounts outstanding under the Revolving CreditlBaeiill be due and payable. Borrowings under Bevolving Credit Facility bear interest
at a rate equal to either a base prime rate or RB& the Company’s option, plus, in each casegaied variable percentage determined by
reference to the themmaining borrowing availability under the Revolyi€redit Facility. The Revolving Credit Facility snasubject to certai
conditions and the agreement of lenders thereubédncreased up to $250.0.

Amounts owed under the Revolving Credit Facitiay be accelerated upon the occurrence of vagoents of default including, without
limitation, the failure to make principal or intstgpayments when due and breaches of covenantssegpiations and warranties set forth in the
Revolving Credit Facility. The Revolving Credit H#g places limitations on the ability of the Compy and certain of its subsidiaries to,
among other things, grant liens, engage in mergeikassets, incur debt, make investments, uridettansactions with affiliates, pay
dividends and repurchase shares. In addition, tregany is required to maintain a fixed charge cagematio on a consolidated basis at or
above 1.1 to 1.0 if borrowing availability undeetRevolving Credit Facility is less than $30.

The Revolving Credit Facility is secured bijrat priority lien on substantially all of the aments receivable, inventory and certain other
related assets and proceeds of the Company addntsstic operating subsidiaries. At December 3102the Company was in compliance
with all covenants contained in the Revolving Crédicility.

At December 31, 2010, based on the borrowagghletermination in effect as of that date, the@my had under the Revolving Credit
Facility borrowing availability of $178.8, of whic$9.9 was being used to support outstanding lettiecsedit, leaving $168.9
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of availability. There were no borrowings under Bevolving Credit Facility at December 31, 2010 tne interest rate applicable to any
borrowings under the Revolving Credit Facility woilave been 5.25% at December 31, 2010 for overbigiowings.

Other.In connection with the Company’s acquisition of thanufacturing facility and related assets of NisiWire, Incorporated
(“Nichols™) in Florence, Alabama (the “Florence,adlama facility”) on August 9, 2010 (Note 9), a pissory note in the amount of $6.7 (the
“Nichols Promissory Note”) was issued to Nicholsagsart of the consideration paid. The Nichols Rssory Note bears interest at a rate of
7.5% per annum. Accrued but unpaid interest isguugterly through maturity of the Nichols Promigsblote on August 9, 2015. The
Company has the option to repay all or a portiothefNichols Promissory Note at any time priorite maturity date. Principal payments on
Nichols Promissory Note are due in equal quartedyallments, with the first two payments havinghenade on September 30, 2010
December 31, 2010. The Nichols Promissory Notedsiied by certain real property and equipment @egiin the assets acquired from
Nichols in the acquisition. At December 31, 201@ outstanding principal balance under the NicRotsnissory Note was $6.0, of which $.
was payable within 12 months. For the year endezkBéer 31, 2010, the Company recorded $0.2 ofdstexpense related to the Nichols
Promissory Note.

As of December 31, 2010, the carrying amotithe Nichols Promissory Note was representativigsdiir value due to the fact that this
obligation originated in late 2010.

As of December 31, 2010, the Company alsoeh®id.0 outstanding promissory note (the “LA PromigdNote”) in connection with the
Company’s purchase of the previously leased ladbaidings associated with its Los Angeles, Califa facility in December 2008. Interest
is payable on the unpaid principal balance of tAePtomissory Note monthly in arrears at the primte ras defined in the LA Promissory
Note, plus 1.5%, in no event exceeding 10% per emruprincipal payment of $3.5 will be due on Januh, 2012, and the remaining $3.51
be due on January 1, 2013. The LA Promissory Nosecured by a deed of trust on the property.#yéars ended December 31, 2010 and
December 31, 2009, the Company incurred $0.3 antidfOnterest expense relating to the LA Promigsdote, respectively. The interest rate
applicable to the LA Promissory Note was 4.75% aet&mber 31, 2010.

As of December 31, 2010 and 2009, the carrgimgunt of the LA Promissory Note is deemed to exiprate its fair value as such
instrument bears a variable rate of interest aedCtbmpany’s credit quality has remained materiedligsistent since the inception of that
obligation.

9. Acquisition

On August 9, 2010, the Company acquired tlecRice, Alabama facility, and related assets ohdl&; which manufactures bare mechar
alloy wire products, nails and aluminum rod forasgrace, general engineering, and automotive apiplsa The acquired assets have been
integrated into and complement the existing assfedtse Company’s Fabricated Products segment. mnection with the purchase, the
Company hired approximately 100 personnel who @maerly employees of Nichols. The majority of stehployees are members of the
United Steel, Paper and Foresting, rubber, Manufaxg, Energy, Allied Industrial and Service Workénternational Union, AFL-CIO, CLC
(the “USW™).

Consideration consisted of (i) $9.0 in caghftfe $6.7 Nichols Promissory Note from the Commp#o Nichols (Note 8), and (iii) the
assumption of certain liabilities totaling approxsitely $2.1. The goodwill of $3.1 arising from thegaisition represents the commercial
opportunity for the Company to sell smdlemeter rod, bar and wire products, as a complétodts other products, to its core markets ar
market segment applications and is expected teeladlible for income tax purposes over the nexgeldrs. All of the goodwill is included in
the Company’s Fabricated Products segment. Totplisition-related costs were approximately $0.8ybfch $0.4 was expensed during the
year ended December 31, 2010 and was includedlingedministrative, research and developmend, general in the Statement
Consolidated Income. The Company does not expeddhuisition will have a material impact on itsisolidated financial statements.

The following table summarizes recognized am®of identifiable assets acquired and liabiliissumed at the acquisition date:

Inventory $ 3¢
Other current asse 2.3
Property, plant and equipme 4.2
Identifiable intangible assets with definite liv 4.3
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Goodwill 3.1
Liabilities assume: (2.7)
Consideration pai $ 15.7

Identifiable intangible assets at December2B1,0 are comprised of the following:

Estimate« Accumulate: Net book

useful life Original cos amortizatior value
Customer relationshif 20 $ 3.8 $ (0.3 $ 3.7
Backlog 3 0.t 0.2 0.3

18 $ 43 $ (0.3 $ 4C

Total amortization expense for 2010 relating tardes-lived intangible assets arising from the dsiion of the Florence, Alabama facility was
$0.3 which was recorded in the Fabricated Prodigggment. Amortization expense relating to intarggdssets will be $0.3 for each of 2011
and 2012, and $0.2 for each of 2013 and 2014.

10. Income Tax Matters

Tax (provision) benefit. Income (loss) befareome taxes by geographic area is as follows:

Year Ended December 31,

2010 2009 2008

Domestic $ 26.5 $ 117.¢ $ (105.9)
Foreign 2.1 0.8 14.¢
Total $ 28 $ 118.¢ $ (919

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

The (provision) benefit for income taxes cetsbf:

Federal Foreign State Total
2010
Current $ — $ 01 $ (0.5 $ (0.9
Deferred (30.9 0.2 (9.7) (39.9
Benefit applied to decrease Additional capital/ @tbomprehensiv
income 22.¢ 0.4 2.8 26.C
Total $ (7.6 $ 07 $ (79 $ (149
2009
Current $ 07 $ (3.9 $ (1) $ 4.0
Deferred (75.9) 0.2 (4.7 (79.7)
Benefit applied to decrease Additional capital/ @tbomprehensive
income 29.5 2.7 3.€ 35.€
Total $ (459 0.€ $ (1.9 $ (48.1
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Federal Foreign State Total
2008
Current $ (0.9 $ 0L $ (1.9 $ (1.6
Deferred 64.: (0.2 5.2 69.€
Benefit applied to increase Additional capital/ &tlcomprehensiv
income (33.9 (6.9 (4.9 (45.9)
Total $ 30.1 $ (6.9 $ (0.9 $ 22.¢

A reconciliation between the (provision) benefit flscome taxes and the amount computed by appljiedederal statutory income tax rate to
income (loss) before income taxes is as follows:

Year Ended December 31,
2010 2009 2008

Amount of federal income tax (provision) benefisbd on the statutory ra $ (9¢€ $ (41f $ 32.C
(Increase) decrease in federal valuation allowa (0.2 0.t (3.9
Non-deductible compensation expel (0.6) (4.7) —
Non-deductible expens (0.2 (0.5) (0.3
(4.6
1t

State income taxes, net of federal ber 1 (2.0 (0.5
Foreign income tax benefit (provisio — 4.7

Other (0.9 0.2
Income tax (provision) benet $ (14.: $ (48.1 $ 22.¢

1 State income taxes of $4.8 primarily consists p&$1.9 increase in the valuation allowance negatd certain unused state net opera
losses expected to expire and (ii) a $2.3 increatiee income tax provision from a reduction in #tate deferred tax asset relating to a
decrease in state net operating losses resultimg liswer state apportionment factors in variougest

The table above reflects a full statutory Ua&.provision despite the fact that the Compargniy paying alternative minimum tax (“AMY}”
in the U.S. and some state income taxes. See Takutes below.

Deferred Income Taxes. Deferred income taglsat the net tax effects of temporary differenbbesveen the carrying amounts of assets
liabilities for financial reporting purposes and@mts used for income tax purposes. The comporétire Companys net deferred income 1
assets (liabilities) are as follows:

Year Ended December 31,

2010 2009

Deferred income tax asse

Loss and credit carryforwari $ 379.¢ $ 374.2

Pension benefit 0.8 0.9

Other asset 25.¢ 13.¢€

Inventories and othe 27.2 26.7

Valuation allowance (20.n1 (18.0 2
Total deferred income tax ass— net 413.F 397.7%
Deferred income tax liabilitie:

Property, plant, and equipme (61.9) (32.0)

VEBA (73.9 (47.9
Total deferred income tax liabilitie (135.6) (79.9
Net deferred income tax ass $ 277.6 $ 317.¢
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1 The increase in the valuation allowance is pringatile to the expiration of projected net state afieg losses as a result of lower si
apportionment in various state jurisdictions. Tharpany anticipates that $0.8 of the 2010 increasaluation allowance will reverse in
the first quarter of 2011 due to a change in taxitathe State of lllinois

2 Valuation allowance decreased in 2009. The dseraes primarily due to a change in the State a6'©kex regime. Ohio phased out its
corporate income tax and changed to a gross redaipt As a result, the deferred tax asset andethged valuation allowance, relating to
Ohio net operating losses, were reversed at Deaedih@009

3 Of the total net deferred income tax assets of $2#46.8 was included in Prepaid expenses and othieent assets and $231.1 v
presented as Deferred tax assets, net on the Gaetsol Balance Sheet as of December 31, Z

4 Of the total net deferred income tax assets of 830.6 was included in Prepaid expenses and othieent assets and $277.2 v
presented as Deferred tax assets, net on the Gaetsol Balance Sheet as of December 31, Z

Tax AttributesAt December 31, 2010, the Company had $882.6 of M&tyforwards available to reduce future cash paysfor income
taxes in the United States. Of the $882.6 of NOdryéarwards at December 31, 2010, $1.7 relatehéceikcess tax benefits from employee
restricted stock. Equity will be increased by $f &nd when such excess tax benefits are ultimatslized. The NOL carryforwards expire
periodically through 2030. The Company also had $831 AMT credit carryforwards with an indefinitéd, available to offset regular federal
income tax requirements.

To preserve the NOL carryforwards that maybailable to the Company, the Company’s certificdtecorporation was amended and
restated to, among other things, include certatrictions on the transfer of the Company’s commsimtk. Pursuant to the amendment, the
Company and the Union VEBA, the Company’s largastiholder, entered into a stock transfer resticagreement.

In assessing the realizability of deferreddagets, management considers whether it is “niaky than not” that some portion or all of the
deferred tax assets will not be realized. The wterealization of deferred tax assets is depengeon the generation of future taxable income
during the periods in which those temporary diffexes become deductible. Management considers takalgme in carryback years, the
scheduled reversal of deferred tax liabilities, péanning strategies and projected future taxaierme in making this assessment. As of
December 31, 2010, due to uncertainties surrourtti@gealization of some of the Company’s defeteadassets including state NOLs
sustained during the prior years and expiring &xdiits, the Company has a valuation allowance6fXagainst its deferred tax assets. When
recognized, the tax benefits relating to any realevthis valuation allowance will be recordedeasduction of income tax expense.

Other. The Company and its subsidiaries file incomer&urns in the U.S. federal jurisdiction and vasiatates and foreign jurisdictions. The
Canada Revenue Agency audited and issued assessotieat for 1998 through 2001 for which Noticeddjection have been filed. In
addition, the Canada Revenue Agency has auditetsandd assessment notices for 2002 through 2®@hioh $7.9 has been paid to the
Canada Revenue Agency against previously accrueesarves in the third quarter of 2009. Theranigdditional Canadian Provincial income
tax assessment of $1.1, including interest, for2B@2 through 2004 income tax audit that is angitggd to be paid against previously accrued
tax reserves in next 12 months. Certain past yaarstill subject to examination by taxing authest and the use of NOL carryforwards in
future periods could trigger a review of attributesl other tax matters in years that are not otisersubject to examination.

No U.S. federal or state liability has beetoreed for the undistributed earnings of the Comjgm@anadian subsidiary at December 31,
2010. These undistributed earnings are considerbed tndefinitely reinvested. Accordingly, no praiein for U.S. federal and state income
taxes or foreign withholding taxes has been prayiole such undistributed earnings. Determinatiothefpotential amount of unrecognized
deferred U.S. income tax liability and foreign withding taxes is not practicable because of theptexities associated with its hypothetical
calculation.
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The Company has gross unrecognized beneli@tsng to uncertain tax positions. If and when g¢iness unrecognized tax benefits are
ultimately recognized, it will go through the Comgés income tax provision and affect the effectia rate in future periods. A reconciliation
of changes in the gross unrecognized tax bensfas follows:

December 31,

2010 2009 2008
Gross unrecognized tax benefits at beginning dbpe $ 15. $ 15:¢ $ 19.7
Gross increases for tax positions of prior ye — 1.€ .8
Gross decreases for tax positions of prior y — (1.€) (3.2)
Gross increases for tax positions of current y 0.4 A 0.2
Settlement: — (2.8) —
Gross decrease for tax positions relating to lafsestatute of limitatiol 2.7 — —
Foreign currency translatic 0.7 2.2 (2.9
Gross unrecognized tax benefits at end of pe $ 15.C $ 15 $ 15:¢

The change during 2010 was primarily due pauial release of an unrecognized tax benefit @salt of the expiration of a statue, foreign
currency fluctuations and change in tax positidise change during 2009 was primarily due to setl@siwith taxing authorities, foreign
currency fluctuations and change in tax positidise change during 2008 was primarily due to foreigrrency fluctuations and change in tax
positions.

In addition, the Company recognizes interestpenalties related to above unrecognized taxfibeiethe income tax provision. The
Company had $6.6 and $6.2 accrued at Decembe030,&hd December 31, 2009, respectively, for isteaad penalties. Of these amounts,
$0.4 and $0.3 were recorded as current liabilaies were included in Other accrued liabilities lo@ Consolidated Balance Sheets at
December 31, 2010 and December 31, 2009, resplyctiee Company recognized an increase (reductiomterest and penalty of $0.4,
$(3.2) and $(1.3) in its tax provision in 2010, 2Ghd 2008, respectively.

In connection with the gross unrecognizeddmefits (including interest and penalty) denongddh foreign currency, we incur foreign
currency translation adjustments. During 2010, 2808 2008, the foreign currency impact on suchilites resulted in a $0.6, $2.7 and $(5.2)
currency translation adjustments, respectively ciwhwere recorded as Other comprehensive loss (iegom

The Company expects its gross unrecognizeti¢arfits to be reduced by $1.7 within the nexirihths.

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

. Monthly contributions of (in whole dollars) $1.@@r hour worked by each bargaining unit emplogethé appropriate multi-employer
pension plans sponsored by the USW and Interndtissociation of Machinists and certain other usian certain of the Company’s
production facilities, except that the monthly adnitions per hour worked by each bargaining umipyee to a pension plan
sponsored by the USW at the Company’s Newark, @hibSpokane, Washington facilities increased tavinle dollars) $1.25
starting July 2010 and will increase to (in whot#lars) $1.50 in July 2015, and monthly contribn8do a pension plan sponsored by
the USW at the Company’s newly acquired Florendabama facility are (in whole dollars) $1.25 peuhworked by each bargaining
unit employee. The Company currently estimatesdbatributions will range from $2.0 to $4.0 per y#aough 2013

. A defined contribution 401(k) savings plan for Hgurargaining unit employees at five of the Comy’s production facilities. Th
Company is required to make contributions to thésdor active bargaining unit employees at foutrefse production facilities
ranging from (in whole dollars) $800 to $2,400 perployee per year, depending on the employee’sTdgeCompany currently
estimates that contributions to such plans wilgefrom $1.0 to $3.0 per yei
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. A defined benefit plan for salaried employeethatCompany’s facility in London, Ontario with arahcontributions based on each
salaried employee’s age and years of service. AeBer 31, 2010 and 2009, approximately 62% and &5e plan assets were
invested in equity securities, respectively, anto3thd 40% of plan assets were invested in debtiiesurespectively. The remaining
plan assets were invested in short-term secuiitibsth years. The Company’s investment commitésews and evaluates the
investment portfolio. The asset mix target allamatbn the longerm investments is approximately 60% in equityusiies and 36% il
debt securities with the remaining assets in -term securities

. A defined contribution 401(k) savings plan folasged and certain hourly employees providing faoacurrent match of up to 4% of
certain contributions made by employees plus amarcontribution of between 2% and 10% of their pemsation depending on their
age and years of service. All new hires after Jania2004 receive a fixed 2% contribution annudllge Company currently
estimates that contributions to such plan will efrpm $4.0 to $6.0 per ye:

. A non-qualified, unfunded, unsecured plan of deferred mamsation for key employees who would otherwisées@ loss of benefit
under the Company’s defined contribution plan, assalt of the limitations imposed by the InterRalvenue Code. Despite the plan
being an unfunded plan, the Company makes an acpuogibution to a rabbi trust to fulfill future faing obligations, as contempla
by the terms of the plan. The assets in the tmesagall times subject to the claims of the Conyp@general creditors, and no
participant has a claim to any assets of the tRlah participants are eligible to receive disttidms from the trust subject to vesting
and other eligibility requirements. Assets in thbhi trust relating to the deferred compensatiam @lre accounted for as available for
sale securities and are included as Other assdledbonsolidated Balance Sheets (Note 6). Ligslitelating to the deferred
compensation plan are included on the ConsolidAtddnce Sheets as Lc-term liabilities (Note 6)

. An employment agreement with the Company’s cliefcutive officer which was renewed in November®aad extends through
July 6, 2015. The Company also provides certain begmof senior management, including each of thegamy’s named executive
officers, with benefits related to terminationseafiployment in specified circumstances, includingonnection with a change in
control, by the Company without cause and by thmethexecutive officer with good reas:

Postretirement Medical ObligationAs a part of the Company’s reorganization, the Camys postretirement medical plan was terminated
in 2004. Participants were given the option of cage under the Consolidated Omnibus Budget Redatiail Act of 1985 (“COBRA”), with
the Company’s filing of its plan of reorganizatias the qualifying event, or participation in thelkgable VEBA (the Union VEBA or the
VEBA that provides benefits for certain other ddigi retirees and their surviving spouse and ekgd#pendents (the “Salaried VEBA” and,
together with the Union VEBA, the “VEBAs")Qualifying bargaining unit employees who do notace not eligible to, elect COBRA cover:
are covered by the Union VEBA. The Salaried VEBAexs all other retirees including employees whoedtprior to the 2004 termination of
the prior plan or who will retire with the requirade and service requirements so long as theiramant commenced prior to February 2002.
The benefits paid by the VEBASs are at the solerditan of the respective VEBA trustees and areidatshe Company’s control.

The Union VEBA received rights to 11,439,9@ntnon shares upon the Company’s emergence fromeshbBp bankruptcy. A stock
transfer restriction agreement between the UnioBAEnd the Company places certain restrictionshenldnion VEBA relating to the sale of
shares of the Company’s common stock owned by tiienVEBA. The number of shares of the Company®emn stock that generally may
be sold by the Union VEBA during any 12-month pdnwithout further approval of our Board of Directas 1,321,485. On April 2, 2010, the
Company filed a registration statement on Formf8r3he resale of the shares of the Company’s comstack held by the Union VEBA in
response to a demand by the Union VEBA under stregion rights agreement entered into by the Cawpad the VEBA Trust on July 6,
2006. The registration statement became effectivéuty 9, 2010. While the registration statemeptates for registration of all shares of the
Company’s common stock owned by the Union VEBA, tlmon VEBA is also permitted to sell all or somaron of these shares in
transactions exempt from the registration requimrenef applicable securities laws including Ruld b4 the Securities Act of 1933, as
amended (the “Securities Act”). Regardless of weethe Union VEBA sells shares pursuant to thestegfion statement or in transactions
exempt from registration requirements, includindeRLA4 of the Securities Act, the Union VEBA wibmtinue to be prohibited from selling
more than 1,321,485 shares of our common stockgamy 12-month period without the approval of Board of Directors.

During 2010, the Union VEBA sold 1,321,485 rgsaof the Company’s common stock permitted untgeistock transfer restriction
agreement. The 1,321,485 shares sold resultejlan fhcrease of $52.1 in VEBA assets (at a weityateerage price of $39.39 per share
realized by the Union VEBA), (ii) a reduction of %8 in common stock owned by Union VEBA (at $24p@2 share reorganization value) and
(iii) the difference between the two amounts, rfata adjustment, was credited to Additional cdpita
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As of December 31, 2010, the Union VEBA owned 3,988 shares of the Company’s common stock or ajppeadely 18% of the Company’s
issued and outstanding shares of common stock.

The Company’s only obligation to the Union VEBNd the Salaried VEBA is an annual variable aasttribution. This obligation extends
through September 30, 2017 with respect to the UWIBBA (reflecting a five-year extension agreedthgy Company on January 20, 2010 in
connection with the renewal and ratification ohbdr agreement with the members of the USW at trapany’s Newark, Ohio and Spokane,
Washington facilities), while the obligation to tBalaried VEBA has no termination date. The amaduive contributed to the VEBAs through
September 2017 pursuant to the Company'’s obligaidg% of the first $20.0 of annual cash flow dafined; in general terms, the principal
elements of cash flow are earnings before intengs¢nse, provision for income taxes, and depreciathd amortization less cash payment:
among other things, interest, income taxes andalapipenditures), plus 20% of annual cash flowdefined, in excess of $20.0. Such annual
payments may not exceed $20.0 and are also lirutgd no carryover to future years) to the extdmwtttthe payments would cause the
Company’s liquidity to be less than $50.0. Such ant® are determined on an annual basis and pawdthia 120 days following the end of
the fiscal year, or within 15 days following thet@l@an which the Company files its Annual ReportFamm 10-K with the Securities and
Exchange Commission (the “SEC”) (or, if no suchorefs required to be filed, within 15 days of theivery of the independent auditor’s
opinion of the Company’s annual financial stateragnwhichever is earlier. The Union VEBA is manadgpgdour trustees (two appointed by
the Company and two appointed by the USW) and $Beta are managed by an independent fiduciary.

Amounts owing by the Company to the VEBAs@eorded in the Company’s Consolidated Balance tShewler Other accrued liabilities,
with a corresponding increase in Net assets inesgf VEBAs. At December 31, 2009, the Company fradiminarily determined that $2.4
was owed to the VEBAs (comprised of $2.0 to theddrWEBA and $0.4 to the Salaried VEBA); and theswants were paid during the first
guarter of 2010 along with an additional paymers@# based on the final 2009 results. As of Deearlth, 2010, the Company had
preliminarily determined that $2.1 was owed toWiEBAs (comprised of $0.3 to the Salaried VEBA arid8#to the Union VEBA), which will
be paid in the first quarter of 2011. In additiorcontribution obligations, the Company is oblighte pay one-half of the administrative
expenses of the Union VEBA, up to $0.3 in each essiwe year, which annual cap was effective beggmiith 2008. During 2010, 2009 and
2008, the Company recorded $0.3 each year in adtrative expenses of the Union VEBA.

For accounting purposes, after discussionis thi¢ staff of the SEC, the Company treats therptitment medical benefits to be paid by the
VEBAs and the Company'’s related annual variablgrdmution obligations as defined benefit postretient plans with the current VEBA
assets and future variable contributions descritex/e, and earnings thereon, operating as a ctpedrenefits to be paid. While the
Company’s only obligation to the VEBAs is to pag thnnual variable contribution amount and the Combeas no control over the plan
assets, the Company nonetheless accounts for nietliggoostretirement benefit costs in accordanite ASC Topic 715Compensation —
Retirement Benefitand records any difference between the assetchf\#&BA and its accumulated postretirement berudfiigation in the
Company'’s financial statements. Information necgska the valuation of the net funded status @f fians must be obtained from the Salaried
VEBA and Union VEBA on an annual basis. It is pbisihat existing assets may be insufficient tadftiee accumulated benefit obligation
resulting in a negative net funded position onGloenpany’s Consolidated Balance Sheets; howeveCtmepany has no obligation to fund
either the Salaried VEBA or the Union VEBA beyohe fannual variable cash contributions as determined

Key assumptions made in computing the negaklibn of each VEBA and in total at December 31,(@nd 2009 include:
With respect to VEBA assets:

. The 3,523,980 shares of the Company’s commoik $teld by the Union VEBA that were not transferaidere 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 simil“treasury stoc” in the interim (see Note 1

. At December 31, 2010 and 2009, neither VEBA helgamrestricted shares of the Comp’s common stock

. Based on the information received from the VEBA®ecember 31, 2010 and 2009, both the Salaridgid/&hd Union VEBA
assets were invested in various managed proprittads. VEBA plan assets are managed by varioussinvent advisors selected
by the VEBA trustees, and are not under the cowfrtthe Company
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. The Company assumed that the Salaried VEBA wadldeve a long-term rate of return of approxima#®B5% on its assets as of
each December 31, 2010 and 2009. The Company adgtiate¢he Union VEBA would achieve a long ternerat return of
approximately 4.75% and 5.75% on its assets aoé®ber 31, 2010 and 2009, respectively. The leng-tate of return
assumption is based on the historical investmerifgims provided to the Company by the VEF’ trustees

. The annual variable payment obligation is benegted as a funding/contribution policy and notrided as a VEBA asset at
December 31, 2010 for actuarial purposes. Howekeramount owed under the funding obligation iatieh to the results for the
year ended December 31, 2010 has been accrued amilided within Net asset in respect of VEB

With respect to VEBA obligations:

. The accumulated postretirement benefit obligat* APBQ”) for each VEBA was computed based on the level oéfits being
provided by each VEBA at December 31, 2010 and 2

. The present value of APBO for the Union VEBA veasnputed using a discount rate of return of 5.25%%70% at December 31,
2010 and 2009, respectively. The present valueRB@ for the Salaried VEBA was computed using adalist rate of return of
4.70% and 5.40% at December 31, 2010 and 200%ctgely.

. Since the Salaried VEBA was paying a fixed anmumabunt to its constituents at both December 3102(d 2009, no future cost
trend rate increase has been assumed in compbgengRBO for the Salaried VEB/

. For the Union VEBA, which is currently paying cent@rescription drug benefits, an initial cost tlaate of 9.5% and 9.0% h
been assumed at December 31, 2010 and 2009, respecthe trend rate is assumed to decline to 592019 at December 31,
2010. The trend rate is assumed to decline to 5208 at December 31, 2009. The trend rate usedeb@ompany was based on
information provided by the Union VEBA and industtgta from the Compa’s actuaries

The following table presents the net assetsaoh VEBA as of December 31, 2010 and 2009 (sufohmation is also included in the tables
required under US GAAP below which roll forward @esets and obligations):

December 31, 201! December 31, 200!
Union VEBA Salaried VEBA Total Union VEBA Salaried VEBA Total
APBO $ (251.9 $ (59.6) $(310.9 $ (2349 $ (60.6) $(295.2)
Plan asset 4457 60.€ 506.¢ 361.¢ 60.E 422.¢
Net assets (liability $ 194. $ 1.3 $ 195.7 $ 127:F $ (0.3 $127.2

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 amendrardsactuarial differences. The VEBA-related amsumtluded in the results of operations
are shown in the tables below.

Financial Data.

Assumptions — The following table presentskbg assumptions used and the amounts reflectideti€@ompanys financial statements wi
respect to the Company’s Canadian pension plartendEBAS. In accordance with U.S. GAAP, impactstaf changes in the Company’s
Canadian pension and the VEBAs discussed abovelierereflected in such information.

The Company uses a December 31 measuremenfiodat| of its plans.

Weighted-average assumptions used to deterneinefit obligations as of December 31 and nebpéribenefit cost (income) for the years
ended December 31 are:
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Canadian Pension Benefitd

VEBA Benefits

2010 2009 2008 2010 2009 2008
Union Salaried Union Salaried Union Salaried
VEBA VEBA VEBA VEBA VEBA VEBA
Benefit obligations
assumptions
Discount rate 5.7(% 6.7(% 7.5(% 5.25% 4.7(% 5.7(% 5.4(% 6.0(% 6.0(%
Rate of compensation
increase 3.5(% 3.5(% 3.3(% — — — — — —
Net periodic benefit co:
assumptions
Discount rate 6.7(% 7.5(% 5.6(% 5.7(% 5.4(% 6.0(% 6.0(% 6.0(% 6.0(%
Expected return on plan
assets 5.4(% 6.0(% 5.5(% 4.75% 7.25% 5.75% 7.25% 5.0(% 4.5(%
Rate of compensatic
increase 3.5(% 3.3(% 3.75% — — — — — —

Benefit Obligations and Funded Sta— The following table presents the benefit obliyyadiand funded status of the Comparesmadian
pension and the VEBAs as of December 31, 2010 868,2and the corresponding amounts that are indludthe Company’s Consolidated

Balance Sheets.

Change in Benefit Obligatiol
Obligation at beginning of yei

Foreign currency translation adjustm

Service cos
Interest cos

Plan amendments relating to Salaried VE

Actuarial loss (gain?
Plan participant contributio
Benefits paic

Reimbursement from Retiree Drug Subs?

Benefits paid by VEB/
Obligation at end of ye

Change in Plan Assel

FMV of plan assets at beginning of yi
Foreign currency translation adjustm

Actual return on asse
Plan participant contributio
Employer/Company contributiord

Reimbursement from Retiree Drug Subs?

Benefits paic
FMV of plan assets at end of ye
Prepaid benefi

93

Canadian Pension Bengfit:

2010

$ 41
0.2
0.2

2009

3.C
0.t
0.1
0.2
0.4

0.2)

VEBA Benefits

2010

$ 295.C

Ny
~—

2009

$ 321
2.2

18.€
32.2
(58.9)
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1 The actuarial loss (gain) relating to other postatent benefit plans in 2009 is primarily the desfia change in the assumption
participant marital status in the Union VEBA andhange in annual benefit payment per participathénSalaried VEBA in 200¢

2 In January 2005, the Department of Health and HuB®mice’ Centers for Medicare and Medicaid Services (CM&ased fina
regulations governing the Medicare prescriptiorgdoanefit and other key elements of the Medicarel@ioization 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 the
Union VEBA's obligations and costs to take into @aat this subsidy. This subsidy decreased the aglzued benefit obligation for the
Union VEBA by approximately $54.2 at December 311@and decreased the net periodic benefit cogdbt by approximately $5.0,
which $0.7 is related to service cost, $2.8 isteeldo interest cost and $1.5 is related to amatitin of net actuarial gail

3 Company contributions to the VEBASs in 2010 primadbnsist of $52.1 related to the release of temsstrictions and subsequent s
of 1,321,485 shares of the Company’s common stgaké Union VEBA plus a $2.1 accrued VEBA contribatat December 31, 2010
in respect to the annual variable cash contributibich will be paid in the first quarter of 2011o@pany contribution to the VEBAS in
2009 consists of a $2.4 accrued VEBA contributipBa@cember 31, 2009 in respect to the annual Veriedsh contribution which was
paid in the first quarter of 201

4 Prepaid benefit of $195.8 relating to the VEBA®acember 31, 2010, was included in Net Assetespect of the VEBASs on the
Consolidated Balance Sheets. With respect to tB&.8Iprepaid benefit relating to the VEBAs at Deben1, 2009, $127.5 was
included in Net asset in respect of the VEBAs ab@ $vas included in Net liabilities in respect loé tVEBAs on the Consolidated
Balance Sheet:

The accumulated benefit obligation for allidefl benefit pension plans was $4.8 and $3.7 aeber 31, 2010 and 2009, respectively.
Company expects to contribute $0.4 to the Cangugsion plan in 2011.

As of December 31, 2010, the net benefits ebgukto be paid in each of the next five fiscalrgesnd in aggregate for the five fiscal years
thereafter are as follows:

Benefit Payments Due by Period

2011 2012 2013 2014 2015 201€-202(
Pension plai $ 02 $ 02 $ 02 $ 0232 $ 0232 $ 1¢
Gross VEBA benefit paymen 25.2 25.€ 25.¢ 25.¢ 25.¢ 124.¢
Anticipated Retiree Drug Subsit (3.2 (3.9 (3.9 (3.9 (3.5 (17.¢)
Total net benefit $ 222 $ 22t $ 22.¢ $ 22.¢ $ 22.¢ $ 108.¢

The amount of loss (income) which is recogaizethe balance sheet (in Accumulated other cohgrsive income (loss)) associated with
the Company'’s defined benefit pension plan thaehat been recognized in earnings as of Decemheét3D was $1.4, of which $1.8 was
related to net actuarial loss and $(0.4) was rélaidransition asset. The amount of (income) \alsiEh is recognized in the balance sheet (in
Accumulated other comprehensive income (loss))@ate with the VEBAS that have not been recognimeghrnings as of December 31,
2010 was $(3.8), of which $43.9 was related tormarvice cost and $(47.7) was related to net gain.

The amounts in accumulated other comprehetirsdgene, relating to the pension plans, that hateyat been recognized in earnings at
December 31, 2010 that is expected to be recogiizedrnings in 2011 is immaterial. The amountadoumulated other comprehensive
income, relating to the VEBASs, that have not yetrbeecognized in earnings at December 31, 2010gkadpected to be recognized in earni
in 2011 is $3.3, of which $4.1 is related to anmation of prior service costs and $(.8) is reldtedmortization of net gain.

Fair Value of Plan AssetThe assets of the Company’s Canadian pension ptamanaged by advisors selected by the Companiy thet
investment portfolio subject to periodic review andluation by the Company’s investment commitide investment of
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assets in the Canadian pension plan is based tpabjective of maintaining a diversified portfobbinvestments in order to minimize
concentration of credit and market risks (suchésrést rate, currency, equity price and liquidisks). The degree of risk and risk tolerance
take into account the obligation structure of tlenpthe anticipated demand for funds and the ritgtprofiles required from the investment
portfolio in light of these demands.

As noted above, the VEBA assets are managearigyus investment advisors selected by the tessté each of the VEBAS. The plan assets
are outside of the Company’s control and the Complxes not have insight into the investment stiateg

The fair value of the plan assets of the VEBAd the Company’s Canadian defined benefit pergamare reflected in the Company’s
Consolidated Balance Sheets at fair value. In deteng the fair value of plan assets each perioe,Gompany utilizes primarily the results of
valuations supplied by the investment advisorsaesible for managing the assets of each plan.

Certain assets are valued based upon unadijgsteed market prices in active markets that acessible at the measurement date for
identical, unrestricted assets (e.qg., liquid sdigsrlisted on an exchange). Such assets aref@dssithin Level 1 of the fair value hierarchy.

Valuation of other invested assets is basesigmificant observable inputs (e.g., net assatasbf registered investment companies,
valuations derived from actual market transactitmnsker-dealer supplied valuations, or correlatibesveen a given U.S. market and a non-
U.S. security). Valuation model inputs can gengriaél verified and valuation techniques do not imedaignificant judgment. The fair values of
such financial instruments are classified withirvéle2 of the fair value hierarchy.

The following tables present the fair valuglafn assets of the VEBAs and the Company’s Canguasion plan at December 31, 2010 and
December 31, 2009. The fair value of the VEBAshpéssets are based on information made availahie by the VEBA administrators.

December 31, 2010

Level 1 Level 2 Level 3 Total
VEBAs
Fixed income investments in registered investmentganies! $ $ 299.] $ $ 299.]
Mortgage backed securiti 81.7 81.7
Corporate debt securiti? 47.€ 47.€
Equity investments in registered investment conmges3 32.¢ 32.¢
United States Treasuri 15.C 15.C
Municipal debt securitie 7.1 7.1
Cash and money market investme# 11.2 11.2
Asset backed securitis 10.1 10.1
Canadian pension ple
Investments in registered investment compa® 4.8 4.
$ 11z $ 498.: $ — $ 509.t
December 31, 2009
Level 1 Level 2 Level 3 Total
VEBAs
Fixed income investments in registered investmentaniest $ $223.¢ $ $223.¢
Mortgage backed securiti 74.¢ 74.€
Corporate debt securiti? 51.1 51.1
Equity investments in registered investment conmge3 29.¢ 29.¢
United States Treasuri 23.€ 23.€
Municipal debt securitie 4.2 4.2
Cash and money market investme4 12.C 12.C
Asset backed securitis 0.8 0.8
Canadian pension ple
Investments in registered investment compa® 4.1 4.1
$ 12.C $ 412.1 $ — $ 424.]
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1 This category represents investments in variowegdfincome funds with multiple registered investnerhpanies. Such funds invest
diversified portfolios comprised of (a) marketabi@d income securities such as (i) U.S. Treasmy @her government issued debt
securities, (if) mortgage backed securities, &fiet backed securities, (iv) corporate bondssranid debentures in various sectors,

(v) preferred stock, (vi) various deposit accolartd (vii) repurchase agreements and reverse reggedgreements, (b) higher yielding,
non-investment-grade fixed income securities inhigh yield market and (c) debt securities of issuecated in countries with new or
emerging markets, denominated in U.S. dollars lbemotoreign currencies. The fair value of assethig category is estimated using the
net asset value per share of the investm

2 This category represents investments in fixed ireaorporate securities in various sectors. Investsna the industrial, financials al
utilities sectors in 2010 represented approximai8ip, 36% and 11% of the total portfolio in thiseggory, respectively. Investments in
the industrial, financial and utilities sector2@09 represented approximately 41%, 44% and 158tedfotal portfolio in this category,
respectively

3 This category represents investments in equity$uhdt invest in portfolios comprised of (i) equstgcurities of U.S. companies witl
certain market capitalization threshold, (ii) Anvam Depositary Receipts, or ADRs, for securitiesari-U.S. issuers, and (iii) securities
whose principal market is outside of U.S. The Yailue of assets in this category is estimated usiaget asset value per share of the
investments

4 This category represents cash and investmentgiougamoney market fund

5 This category of plan assets are related to timagainys Canadian pension plan. The plan assets are @vegsinvestment funds that h
a diversified portfolio of U.S and internationaluityy securities and fixed income securities suchaporate bonds, government bonds,
mortgage and asset backed securi

Components of Net Periodic Benefit Cost (Incomdjhe-following table presents the components opesbdic benefitost (income) for
the years ended December 31, 2010, 2009 and 2008:

Canadian Pension Benefits VEBA Benefits
2010 2009 2008 2010 2009 2008
Service cos $ 01 $ 01 $ 02 $ 3¢ $ 22 $ 17
Interest cos 0.2 0.2 0.2 16.C 18.7 17.1
Expected return on plan ass (0.2 (0.2 (0.2 (21.0 (21.0 (20.6)
Amortization of transition ass? — — — — — —
Amortization of prior service co? — — — 4.2 1.€ 0.8
Amortization of net loss (gair — — 0. (0.9 3.8 0.4
Net periodic benefit cos $ 02 $ 01 $ 032 $ 18 B8 b $ (0.€

1 There was an immaterial amount of transition ags®irtization relating to the pension plan(s) foargeended December 31, 2010, 2
and 2008

2 The Company amortizes prior service cost on agti-line basis over the average remaining years oficeete full eligibility for benefits
of the active plan participani

The following tables present the total changgsted to all benefit plans for 2010, 2009 an@&0
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Year Ended Year Ended Year Ended
December 31 December 31 December 31
2010 2009 2008

Service cos $ 3.1 $ 2.3 $ 1.9
Interest cos 16.c 18.¢ 17.:c
Expected return on plan ass (21.2) (21.2) (20.¢)
Amortization of prior service co: 4.2 1.€ 0.8
Amortization of net loss (gair (0.4 3.8 0.5
2.C 5.4 (0.3

Defined contributions plar 7.8 6.S 7.8
Multiemployer pension plar 3.C 3.C 3.3

$ 12.¢ $ 15.2 $ 10.§

The following tables present the allocatiorthase charges:

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2010 2009 2008
Fabricated Products segmu $ 94 $ 8.8 $ 10.1
Corporate and Other segmt 3.4 6.5 0.7

$ 12.¢ $ 15.2 $ 10.€

For all periods presented, the net perioditelits relating to the VEBAS are included as a cormgnt of Selling, administrative, research
development and general expense within All Other substantially all of the Fabricated Products sags related charges are in Cost of
products sold, excluding depreciation, amortizatiod other items with the balance in Selling, adshiative, research and development and
general.

12. Employee Incentive Plans
Short-term Incentive Plans

The Company has a short-term incentive congiemsplan for senior management and certain sala@mployees payable at the Company’
election in cash, shares of common stock, or a aauetibn of cash and shares of common stock. Amoeautsed under the plan are based
primarily on EVA of the Company’s core FabricatagdRicts business, adjusted for certain safety anfhpmance factors. Most of the
Company’s production facilities have similar pragsafor both hourly and salaried employees. Duridg® 2009 and 2008, the Company
recorded the following charges:

2010 2009 2008
Cost of products sol $ 2¢ $ 28 $ 2¢
Selling, administrative, research and developmedtgenera 3.6 3.2 6.1
$ 6.8 $ 6. $ 9.C
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The following table presents the allocatioritefse charges:

2010 2009 2008
Fabricated Products segmi $ A48 $ 47 $ 6.2
All Other 2.C 1.3 2.7

$ 6.8 $ 6.C $ 9.C

Long- term Incentive Plans

General. On July 6, 2006, the Kaiser Aluminum Corporat96 Equity and Performance Incentive Plan (as dedrthe “Equity
Incentive Plan”) became effective. Officers andeotkey employees of the Company or one or morescfubsidiaries, as well as directors and
directors emeritus of the Company, are eligiblpddicipate in the Equity Incentive Plan. The Eguiitcentive Plan permits the granting of
awards in the form of options to purchase commamesd) stock appreciation rights, shares of wested and vested stock, restricted stock t
performance shares, performance units and othedawahe Equity Incentive Plan will expire on J6ly2016. No grants will be made after
that date, but all grants made on or prior to ttzé will continue in effect thereafter subjectte terms thereof and of the Equity Incentive
Plan. The Company’s Board of Directors may, irdigcretion, terminate the Equity Incentive Plaamy time. The termination of the Equity
Incentive Plan will not affect the rights of paitiants or their successors under any awards odisgand not exercised in full on the date of
termination. In December 2008, the Company ametiuee&quity Incentive Plan to include a new Frengb-glan in order to issue restricted
stock units to eligible employees of the Comparranch subsidiary. Under the French sub-plan,elgiction period on the restricted stock
units cannot be shorter than two years from the dagrant and the holder of such restricted stotts is not entitled to dividend equivalent
payments in the event that the Company declarégdatids on shares of its common stock. In June 20@9Company amended the Equity
Incentive Plan to clarify and confirm that direc@meritus are permitted to participate in the Bgmicentive Plan. In February 2010, the
Company amended the Equity Incentive Plan to glanifd confirm the compensation committee’s authignittconnection with the
establishment of performance goals. In June 2046y shareholder approval, the Equity Incentive Mas amended to add 500,000 common
shares to the number of shares available for isguander the Equity Incentive Plan.

Subject to certain adjustments that may baired from time-to-time to prevent dilution or ergament of the rights of participants under
the Equity Incentive Plan, a total of 2,722,222 ocwon shares have been authorized for issuance timel&quity Incentive Plan. At
December 31, 2010, 1,034,823 common shares weilalaesaor additional awards under the Equity Inthes Plan.

Compensation charges, all of which are inaluideSelling, administrative, research and develepinand general expenses, related to the
Equity Incentive Plan for 2010, 2009 and 2008 vwasdollows:

2010 2009 2008
Service-based vested and r-vested common shares and restricted stock $ 3€ $ 76 $ 9€
Performance shart 0.8 0.€ 0.2
Service-based stock optior 0.1 0.3 0.3
Total compensation chari $ 4F $ 91 $ 10.1
The following table presents the allocatioritefse charges:
2010 2009 2008

Fabricated Products segmi $ 14 $ 3t $ 3.3
All Other 3.1 5.€ 6.8

$ 4E $ 91 $ 10.1

1 Of the $3.5 compensation charge allocated to thei¢&ed Products segment in 2009, $0.8 of the atn@lates to the accelerat
vesting of previously granted stc-based payments in connection with the Com’s restructuring efforts in 2009 (Note 1
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The total income tax benefit recognized inittwme statement for stock-based compensationgeraents were $1.7, $3.4 and $3.8 for
2010, 2009 and 2008, respectively.

Non-vested Common Shares, Restricted Stock UnidsParformance Share§he Company grants non-vested common sharestorits
employee directors, directors emeritus, executffiears and other key employees. The non-vestedwomshares granted to non-employee
directors and a director emeritus are generallyestito a one year vesting requirement. The notedesommon shares granted to executive
officers and senior management are generally sutgjecthree-year cliff vesting requirement. Tha+vested common shares granted to other
key employees are generally subject to a threegrealed vesting requirement. In addition to nontegsommon shares, the Company also
grants restricted stock units to certain employ&hs. restricted stock units have rights similath® rights of nonsested common shares and
employee will receive one common share for eachicesd stock unit upon the vesting of the resticstock unit. With the exception of
restricted stock units granted under the Frenchpai, restricted stock units vest one third onfitst anniversary of the grant date and one
third on each of the second and third anniversarfi¢glse date of issuance. Restricted stock unastgd under the French sub-plan vest two-
thirds on the second anniversary of the grant dateone-third on the third anniversary of the gdate.

The fair value of the non-vested common shanebrestricted stock units are based on the gia@etmarket value of the common shares and
amortized over the requisite service period omragtt-line basis, after assuming an estimatectfnfe rate. From time-to-time, the Company
issues common shares to non-employee directorsrgjeo receive common shares in lieu of all ooatipn of their annual retainer fees. The
fair value of these common shares is based orathedlue of the shares at the date of issuancésantmediately recognized in earnings as a
period expense. For 2010, 2009 and 2008, the Coymeanrded $0.2, $0.1 and $0.2, respectively,irgab common shares granted to non-
employee directors in lieu of all or a portion béir annual retainer fees.

The Company grants performance shares to éxeafficers and other key employees under the @amy’s long-term incentive (“LTI")
programs. Awards under existing programs are stibjguerformance requirements pertaining to the @amy’s EVA performance, measured
over a three-year performance period. EVA is a measf the excess of the Company’s adjusted preypaxating income for a particular year
over a pre-determined percentage of the adjustedssets of the immediately preceding year. Thebauraf performance shares, if any, that
will ultimately vest and result in the issuancecofnmon shares depends on the average annual E\fdvadHor the specified three-year
performance periods. The vesting of performanceeshand related issuance and delivery of commoreshi any, under the 2008-2010 LTI
program, 2009-2011 LTI program and 2010-2012 LBigopam will occur in 2011, 2012 and 2013, respebtivieerformance shareholders do
not receive voting rights through the ownershigwth performance shares.

The fair value of performance-based awardsdasured based on the most probable outcome p&tfiermance condition, which is
estimated quarterly using the Company’s forecadtaatual results. The Company expenses the faieyalfter assuming an estimated
forfeiture rate, over the specified three-year geniance periods on a ratable basis.

The fair value of the non-vested common shaestricted stock units, and performance sharesdetermined based on the closing trading
price of the common shares on the grant date. Argany of the activity with respect to non-vested coon shares and restricted stock units for
the year ended December 31, 2010 is as follows:

Non-Vested Restricted
Common Shares Stock Units
Weighted-Average Weighted-Average
Grant-Date Fair Grant-Date Fair
Shares Value per Share Units Value per Unit
Outstanding at December 31, 2( 254,15: $ 32.7¢ 7,52¢ $ 18.1:
Granted 97,93 34.3¢ 2,362 36.2¢
Vested (77,252 52.2¢ (2,01¢) 25.2¢
Forfeited (5,96 24.7¢ — —
Outstanding at December 31, 2( 268,86 $ 27.91 7,872 $ 21.7¢
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A summary of the activity with respect to the penfiance shares for the year ended December 31,i2@0follows:

Performance Shares

Weighted-

Average

Grant-Date

Fair Value

Shares per Share

Outstanding at December 31, 2( 508,21« $ 23.7¢
Granted 205,78¢ 34.1:
Vested (2,91¢) 20.0¢
Forfeited (24,197 24.7:
Outstanding at December 31, 2( 686,89: $ 26.8¢

Total fair value of shares that vested du@ifg0, 2009 and 2008 was $2.6, $21.6 and $2.1, c&eply. The total fair value for shares
granted during 2010, 2009 and 2008 was $10.5, &®d6511.4, respectively.

As of December 31, 2010, there was $3.3 oewgnized gross compensation cost related to thevested common shares and the
restricted stock units and $2.0 of unrecognizedgmmmpensation cost related to the performanceshBhe cost related to the non-vested
common shares and the restricted stock units isa&g to be recognized over a weighted-averagegefil.4 years and the cost related to the
performance shares is expected to be recognizedaoveighted-average period of 2.0 years.

Under the Equity Incentive Plan, the Compaag hllowed participants to elect to have the Compeithhold common shares to satisfy
statutory tax withholding obligations arising innceection with non-vested shares, restricted stoits 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 2002008, 11,729 and 11,423 of such common shaesaeancelled as a result of statutory
tax withholding. No such shares were withheld oroedled in 2009 as a result of a prohibition tourgpase shares under the Company’s then
existing revolving credit facility.

Stock OptionsAs of December 31, 2010, the Company had 22,071y-¥eisted and exercisable outstanding options fecetives and other
key employees to purchase its common shares. Tiimnepvere granted on April 3, 2007 at an exerpisee of $80.01 per share and have a
remaining contractual life of 6.25 years. The agerair value of the options granted was $39.90nbs\w options were granted, and no existing
options were forfeited or exercised during 2010.

At December 31, 2010, there was no unrecodrizess compensation expense related to stockmsptés all unvested options became fully
vested on April 3, 2010.

13. Commitments and Contingencies

CommitmentsThe Company and its subsidiaries have a variefinahcial commitments, including purchase agreesydotward foreign
exchange and forward sales contracts, indebtedardselated Call Options and Warrants) and letiérsedit (Notes 7, 8 and 14).

Minimum rental commitments under operatingsé=maat December 31, 2010, are as follows: yeaiagfecember 31, 2011 — $6.9; 2012
— $6.4, 2013 — $5.5, 2014 — $3.0 and thereafter 5-HBRental expenses were $9.9, $7.3 and $6.30f0,2009, and 2008, respectively.
There are renewal options in various operatingaeasibject to certain terms and conditions.

Environmental Contingencieshe Company and its subsidiaries are subject imngber of environmental laws, fines or penaltieesssd
for alleged breaches of the environmental laws,tardaims based upon such laws.

The Company has established procedures fotadyg evaluating environmental loss contingenciesluding those arising from
environmental reviews and investigations and ahgroénvironmental remediation or compliance matfEnge Company’s environmental
accruals represent the Company’s undiscounted a®tiof costs reasonably expected to be incurregidbas presently enacted laws and
regulations, existing requirements, currently aaai facts, existing technology, and the Compaagsessment of the likely remediation
actions to be taken.
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The following table presents the changes @hsaccruals, which are primarily included in Lorgrb liabilities.

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2010 2009 2008
Beginning balanc $ 9.7 $ 9.€ $ 7.7
Additional accruals 13.€ 24 5.1
Less expenditure (3.9 (2.9) (3.2
Ending balanci $ 20.2 $ 9.7 $ 9.6

During the third quarter of 2010, the Compargreased its environmental accruals in conneatitin the Company’s submission of a draft
feasibility study to the Washington State DeparttdriEcology (“Washington State Ecology”) on Sepbam8, 2010 (the “Feasibility Study”).
The draft Feasibility Study included recommendatitor a range of alternative remediations to pritpaddress the historical use of oils
containing polychlorinated biphenyls, or PCBs h&t Company’s Trentwood facility in Spokane, Wastiongvhich may be implemented over
the next 30 years. The draft Feasibility Study ¢atiés a range of viable remedial approaches, batagent has not yet been reached with the
Washington State Ecology on the final remediatippraach. The draft Feasibility Study is still sudtje further reviews, public comment and
regulatory approvals before the final decree igéds The Comapny expects the consent decree gsbed in 2012.

Based on the recommended remediation alteesain the draft Feasibility Study and other erigthistorical environmental matters at the
Trentwood facility and certain other locations odre operated by the Company, the Company increiésedvironmental accrual by $13.6
during the third quarter. The Company’s environrakatcrual represents the low end of the rangaasémental cost estimates based on
proposed alternatives in the draft Feasibility $tudvestigational studies and other remediatidiviies occurring at certain locations owned
or operated by the Company. The Company expedtshibse remediation actions will be taken overrtéet 30 years and estimates that the
incremental direct costs attributable to the remtal activities to be charged to these environaleatcruals will be approximately $1.1 in
2011, $0.9in 2012, $2.7 in 2013, $0.7 in 2014, $14l.8 in 2015 and years thereafter through thengal of the 30 year period.

As additional facts are developed, feasibgitydies at various facilities are completed, dmftediation plans are modified, necessary
regulatory approval for the implementation of rem#ddn are obtained, alternative technologies aweetbped, and/or other factors may result
in revisions to management’s estimates and actsis @xceeding the current environmental accriiils.Company believes at this time that it
is reasonably possible that undiscounted costsided with these environmental matters may exceeeknt accruals by amounts that could
be, in the aggregate, up to an estimated $21.3tbeanext 30 years. It is reasonably possiblettteCompany’s recorded estimate of its
obligation may change in the next 12 months.

Other Contingencies’lhe Company and its subsidiaries are parties towsutawsuits, claims, investigations, and admiatste proceeding
that arise in connection with past and current afi@ns. The Company evaluates such matters onesbyasase basis, and its policy is to
vigorously contest any such claims it believesvaitbout merit. In accordance with ASC Topic 48ntingencies the Company reserves fo
legal liability when it is both probable that allity has been incurred and the amount of the t@ssbe reasonably estimated. Quarterly, in
addition to when changes in facts and circumstaremgre it, the Company reviews and adjusts tleseuals to reflect the impacts of
negotiations, settlements, rulings, advice of legainsel and other information, and events perigito a particular case. While uncertainties
are inherent in the final outcome of such mattecsiais presently impossible to determine the alotost that may ultimately be incurred,
management believes that it has sufficiently resgfer such matters and that the ultimate resalutfoppending matters will not have a mate
adverse impact on its consolidated financial posijtoperating results, or liquidity.

14. Derivative Financial Instruments and Related Hdging Programs

Overview. In conducting its business, the Company, fronettmtime, enters into derivative transactionsluiding forward contracts and
options, to limit its economic (i.e., cash) expastesulting from (i) metal price risk related te siale of fabricated aluminum products and the
purchase of metal used as raw material for itsdation operations, (ii) the energy price risk fréloctuating prices for natural gas used in its
production process, and (iii) foreign currency liegments with respect to its cash
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commitments for equipment purchases and with reégpets foreign subsidiaries and investment. Inréha2010, in connection with the
issuance of the Notes, the Company purchased edtéédsCall Options relating to the Company’s commnstock to limit its exposure to the
cash conversion feature of the Notes (Note 7). Ctvapany may modify the terms of its derivative cacts based on operational needs or
financing objectives. As the Company’s operatidredging activities are generally designed to lock specified price or range of prices,
realized gains or losses on the derivative corgratifized in the hedging activities generally effsit least a portion of any losses or gains,
respectively, on the transactions being hedgeldeetitne the transactions occur. However, due tktmmarket accounting, during the term of
the derivative contracts, significant unrealizesh+tash gains and losses may be recorded in tbenmstatement. The Company may also be
exposed to margin calls placed on derivative catdgravhich the Company tries to minimize or offgebugh the management of counterparty
credit lines and/or the utilization of options astpof the hedging activities. The Company regylagviews the creditworthiness of its
derivative counterparties and does not expectdoria significant loss from the failure of any ctemarties to perform under any agreements.

Hedges of Operational Risk¥he Company'’s pricing of fabricated aluminum prois is generally intended to lock in a conversitargin
(representing the value added from the fabricgtimtess(es)) and to pass metal price risk to ggoouers. However, in certain instances the
Company enters into firm price arrangements wiltitstomers and incurs price risk on its anticghg@tiémary aluminum purchases in respect
of such customer orders. The Hedging businessuset third-party hedging instruments to limit expresto metal-price risks related to firm
price customer sales contracts. Unrealized antzegbdjains and losses associated with hedges cditigreal risks are reflected as a reductia
increase in Cost of products sold, excluding deptien, amortization and other items.

Total fabricated products shipments during®@@D09 and 2008 that contained fixed price terragevin millions of pounds) 97.0, 162.7 i
228.3, respectively. At December 31, 2010, the ieated Products segment held contracts for theekgliof fabricated aluminum products t
have the effect of creating price risk on antiagigbpurchases of primary aluminum for 2011, 20122018 and thereafter, totaling
approximately (in millions of pounds) 90.9, 14.5ldnh4, respectively.

Hedges Relating to the Notek March 2010, the Company issued Notes in thigegate principal amount of $175.0. Holders mayean
their Notes into cash before January 1, 2015 anbertain circumstances determined by (i) the ntgykiee of the Company’s common stock,
(ii) the trading price of the Notes or (iii) theaorence of specified corporate events. The Naesbe converted by the holders at any time on
and after January 1, 2015 until the close of bissirem the second scheduled trading day immediptebeding the maturity date of the Notes.
The conversion feature can only be settled in eashis required to be bifurcated from the Notestamated as a separate derivative instrument
under ASC 815 (Note 1). In order to offset the démlv risk associated with the Bifurcated Convenskeature, the Company purchased Call
Options. Both the Bifurcated Conversion FeaturethedCall Options are measured at fair value witrealized gains and losses recorded in
Other income (expense) within the Compan$tatements of Consolidated Income. The Compapgats the gain or loss from the Call Opti
to substantially offset the gain or loss associatid changes to the valuation of the Bifurcatech@¥sion Feature. Accordingly, the Company
does not expect there to be a material net impeittet Consolidated Statement of Income associaitéctie Bifurcated Conversion Feature .
the Call Options, over time. In connection with tbguance of the Notes, the Company also entetedramsactions pursuant to which the
Company sold the Warrants to the Option Counteigga(Note 7). The Warrants meet the definition efiehtives under ASC 815; however,
because the Warrants have been determined to breddo the Company’own stock and to have met the requirement tddssified as equii
instruments, they are not subject to the fair vaavisions of ASC 815.

The following table summarizes the Company&erial derivative positions at December 31, 2010:

Notional

Amount of

Contracts
Commodity Period (mmlbs) Fair Value
Aluminum—
Call option purchase contrac 1/11 through 12/1 48.¢ $ 9.3
Call option sales contrac 1/11 through 12/1 48.C $(9.9)
Put option purchase contrai 1/11 through 12/1 103.¢ $ 0.1
Put option sales contrac 1/11 through 12/1 48.¢ $(0.1)
Fixed priced purchase contra 1/11 through 11/1 117.5 $17.¢
Fixed priced sales contrac 1/11 through 12/1 11.€ $(3.9)
Midwest premium swap contract 1/11 through 12/1 72.¢ $ 0.1
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Notional
Amount
of Contracts
Energy Period (mmbtu) Fair Value
Natural gas— 2
Call option purchase contrac 1/11 through 12/1 6,810,00! $0.3
Call option sales contrac 1/11 through 12/1 2,760,00! $ —
Put option purchase contrai 1/11 through 12/1 2,760,00! $25
Put option sales contrac 1/11 through 12/1 6,810,00! $(4.6)
Fixed priced purchase contra 1/11 through 12/1 3,470,00! $(0.9)
Notional
Amount
of Contracts
Hedges Relating to the Note Period (Common Shares’ Fair Value
Bifurcated Conversion Featu3 3/10 through 3/1 3,621,60: $(60.0)
Call Options3 3/10 through 3/1 3,621,60: $ 48.4

1 Regional premiums represent the premium ovetME price for primary aluminum which is incurred tme Company’s purchases of
primary aluminum

2 As of December 31, 2010, the Comp’s exposure to fluctuations in natural gas pricesbeen substantially reduced for approxima
95% of the expected natural gas purchases for 2Qiikpximately 74% of the expected natural gashages for 2012 and approximately
22% of the expected natural gas purchases for :

3 The Bifurcated Conversion Feature representsdkbh conversion feature of the Notes. To hedgenathie potential cash outflows
associated with the Bifurcated Conversion FeatheeCompany purchased cash-settled Call Optiors.Cidil Options have an exercise
price equal to the conversion price of the Notabject to anti-dilution adjustments substantiaityitar to the anti-dilution adjustments
for the Notes. The Call Options will expire upoe tinaturity of the Notes. Although the fair valuettod Call Options is derived from a
notional number of shares of the Comf’s common stock, the Call Options may only be sitiecash

Fair Value MeasurementsThe Company reflects the fair value of its deiiv@contracts on a gross basis in the ConsolidBtddnce
Sheets (Note 6). The Company’s derivative contraasvalued at fair value using significant obsbleand unobservable inputs.

Commodity, Foreign Currency and Energy Hedgeghe fair values of a majority of these derivatoantracts are based upon trades in
liquid markets. Valuation model inputs can gengri# verified, and valuation techniques do not imesignificant judgment. The Company
has some derivative contracts, however, that ddvae¢ observable market quotes. For these finamsmliments, management uses signifi
other observable inputs (i.e., information conasgniegional premiums for swaps). Where appropriatkiations are adjusted for various
factors, such as bid/offer spreads.

Bifurcated Conversion Feature and Call Optien$he value of the Bifurcated Conversion Featureeéasured as the difference in the
estimated fair value of the Notes and the estimftied/alue of the Notes without the cash convardeature. The Notes were valued based on
the trading price of the Notes on December 31, 8@e 7). The fair value of the Notes without tash conversion feature is the present
value of the series of fixed income cash flows uride Notes, with a mandatory redemption in 2015.

The Call Options are valued using a binonattlde valuation model. Significant inputs to thedal are the Company’s stock price, rfske
rate, credit spread, dividend yield, expected vidlabf the Company’s stock price, and probabilitfycertain corporate events, all of which are
observable inputs by market participants.
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The significant assumptions used in the ddaténg the fair value of the Call Option at DecemBé&r 2010 were as follows:

Stock price at December 31, 2C1 $50.0¢
Quarterly dividend yield (per shar2 $ 0.24
Risk-free interest rat3 1.64%
Credit spread (basis point 46¢
Expected volatility rat® 28%

The Compan’s stock price has the most material impact to aiirevhlues of the Call Options and the Notes, whirdhes the fair value ¢
the Bifurcated Conversion Feature. Changes invidires of the Call Options and the Bifurcated Cosiom Features are recorded as
unrealized gains (losses) in Other (expense) incoeteon the Statements of Consolidated Incc

The Company used a discrete quarterly divideryingat of $0.24 per share based on historical apeerd future quarterly dividend
payments

The risk-free rate was based on the -year and thre-year Constant Maturity Treasury rate on DecembefB10, compounded se-
annually.

The Compan'’s credit rating was estimated to be between BBBantlased on comparisons of its financial ratios sind to those of oth
rated companies. Using the Merrill Lynch High Yiéhdlex, the Company identified credit spreads theodebt issuances with similar
credit ratings and used the median of such credéagls

The volatility rate was based on both observddtility, which is based on the Company’s histofisimck price, and implied volatility
from the Compar’s traded options. Such volatility was further athdgo take into consideration market participask tolerance

The Call Options are expected to substanteliiminate the Company’s exposure to potential geghments in excess of the principal
amount of the Notes that it may be required to mgi@n the conversion of the Notes.

The following table presents the Compangssets and liabilities that are measured andjnéted at fair value on a recurring basis class$

under the appropriate level of the fair value hielg as of December 31, 2010:

Level 1 Level 2 Level 3 Total
Derivative asset:
Aluminum swap contraci $ — $ 18.2 $ — $ 18.2
Aluminum option contract — 9.4 — 9.4
Natural gas swap contrac — 0.1 — 0.1
Natural gas option contrac — 2.8 — 2.8
Call Options — 48.2 — 48.2
Midwest premium swap contrac — — 0.2 0.2
Total N $ 78.C $ 02 $ 79.1
Derivative liabilities:
Aluminum swap contract $ — $ (3.9 $ — $ (3.9
Aluminum option contract — (9.9 — (9.9
Natural gas swap contrac — (0.5 — (0.5
Natural gas option contrac — (4.€) — (4.€)
Bifurcated Conversion Featu — (60.0 — (60.0
Midwest premium swap contrac — — (0.7) (0.7)
Total N $ (78.: $ (01 $ (789
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The following table presents the Compargssets and liabilities that are measured andynéoed at fair value on a recurring basis class$
under the appropriate level of the fair value hielg as of December 31, 2009:

Level 1 Level 2 Level 3 Total
Derivative asset:
Aluminum swap contract $ — $ 13t $ — $ 13t
Aluminum option contract — 14.2 — 14.2
Natural gas swap contrac — 0.2 — 0.2
Natural gas option contrac — 1.6 — 1.6
Midwest premium swap contrac — — 0.2 0.2
Total $ — $ 29.¢ $ 02 $ 30.1
Derivative liabilities:
Aluminum swap contraci $ — $ (6.E $ — $ (6.5
Aluminum option contract — (4.2 — (4.2)
Euro dollar forward contrac — (0.2 — (0.2
Natural gas swap contrac — (0.7 — (0.7
Natural gas option contrac — (2.5 — (2.5
Midwest premium swap contrac — — (0.2) (0.2)
Total $ = $ (139 $ (0.9 $ (13

Financial instruments classified as Level &iafair value hierarchy represent derivative raets in which management has used at least
one significant unobservable input in the valuatioodel. The following table presents a reconciiatof activity for such derivative contracts
on a net basis:

Level 3
Balance at January 1, 201 $ —
Total realized/unrealized losses included
Cost of goods sold excluding depreciation expt 0.¢
Purchases, sales, issuances and settler (0.8)
Transfers in and (or) out of Level —
Balance at December 31, 2C $ 01
Total gains included in earnings attributable ® thange in unrealized losses relating to derigatdntracts held at
December 31, 201! N
The realized and unrealized gains (losses23d0, 2009 and 2008 were as follows:
Year Ended Year Ended Year Ended
December 31 December 31 December 31
2010 2009 2008
Realized (losses) gain
Aluminum $ 0.6) $ (29.2 $ 16.4
Foreign Currenc! — (13.9 (2.9
Natural Gas (1.3 (10.0 (3.0
Total realized (losses) gair $ (1.9 $ (52.6) $ 10.F
Unrealized (losses) gain
Aluminum $ 3.6 $ 61.2 $ (67.2)
Foreign Currenc' 0.1 15.€ (15.5)
Natural Gas (4.4 3.7 (4.4
Purchased cash convertible note he 17.C — —
Cash conversion feature of Cash Convertible N (21.9 — —
Total unrealized (losses) gai $ (5.6) $ 80.t $ (87.7)

105




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions of dollars, except share and per sharamounts and as otherwise indicated)

A majority of the Company’s derivative contiacontain credit-risk related contingencies. # fair value of the Company’s net derivative
positions with the counterparty exceeds a specftfiegshold, if any, the counterparty is requirettémsfer cash collateral in excess of the
threshold to the Company. Conversely, if the failue of these net derivative positions falls betgpecified threshold, the Company is
required to transfer cash collateral below theshoéd to certain counterparties. At December 31028hd 2009, the Company had no margin
deposits placed with its counterparties or margipasits received from its counterparties.

15. Earnings Per Share

In recognition of new accounting guidance daddpn 2009, unvested stock-based payment awaatisdintained nonforfeitable rights to
dividends or dividend equivalents (whether paidimpaid) represent participating securities andradleided in the computation of earnings per
share pursuant to the two-class method. Adoptiahisfnew guidance includes retrospective applicadif this guidance to prior periods’

financial statements.
Basic and diluted earnings per share for 2010, 20@02008 were calculated as follows:

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2010 2009 2008
Numerator:
Net income (loss $ 14.1 $ 708 % (68.5)
Less: net income attributable to participating siies (0.2) (1.6) (0.9
Net income (loss) available to common stockholi $ 14.C $ 68.¢ $ (68.€)
Denominator
Weightec-average common shares outstan— Basic 19,376,52 19,639,44 19,979,71
Weightec-average common shar— Diluted 19,376,52 19,639,44 19,979,71
Earnings per common sha
Basic $ 0.72 $ 3.51 $ (3.4%
Diluted $ 0.72 $ 3.51 $ (3.4%)
The following table provides a detail of net incoate&ibutable to participating securities for 202009 and 2008:
Year Ended Year Ended Year Ended
December 31 December 31 December 31
2010 2009 2008
Net income attributable to participating securit?
Distributed income $ 0.1 $ 0.4 $ 0.4
Undistributed incomu — 1.2 —
Total net income attributable to participating sit@s $ 0.1 $ 1.€ $ 0.4
Percentage of undistributed net income apportidaguhrticipating securitie 0% 2% 0%
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1 Net income attributable to participating securifi@sa given period includes both distributed andistributed net income, as applical
Distributed net income attributed to participatsegurities represents dividend and dividend egentaldeclared on the participating
securities that the Company expects to ultimatebtMUndistributed net income for a given peribadniy, is apportioned to participating
securities based on the weighted-average numhesaabf class of securities outstanding during théicgipe period as a percentage of the
combined weighted-average number of these seaudtitstanding during the period. Undistributed éssare not allocated to
participating securities, however, as holders chsecurities do not have an obligation to fundiogtes of the Compan

In computing the diluted weighted-average cammshares outstanding for 2010, 2009 and 2008 tlmepany used the two-class method
assuming that participating securities are not@sed, vested or converted. The Company includediillative effect of stock options in
calculating the diluted weighted-average commomeshaptions to purchase 22,077 common sharesateaage exercise price of $80.01 per
share were outstanding at December 31, 2010, 2002@08. The potential dilutive effect of such gisawvas zero for 2010, 2009 and 2008.
Warrants relating to approximately 3.6 million commshares at an average exercise price of appréediyn®61.36 per share were issued in
March 2010 and outstanding at December 31, 2010 pbtential dilutive effect of shares underlying Warrants was zero for the year ended
December 31, 2010.

During 2010, 2009 and 2008, the Company padda of approximately $19.0 ($0.96 per commorrgh&19.6 ($0.96 per common share),
and $17.2 ($0.84 per common share), respectivelyash dividends to stockholders, including thelad of restricted stock, and dividend
equivalents to the holders of restricted stockauaitd to the holders of any performance sharesregghect to one half of the performance
shares.

In June 2008, the Company’s Board of Directarthorized the repurchase of up to $75 of the Gomy|s common shares, with repurchase
transactions to occur in open market and privatelyotiated transactions at such times and pricdse@sied appropriate by management, a
be funded with the Company’s excess liquidity affisng consideration to internal and external gitowpportunities and cash flows. The
Company repurchased 572,706 shares of common ataclveighted-average price of $49.05 per shaiiegitine third quarter of 2008 for a
total cost of $28.1 leaving $46.9 available forughase.

During the first quarter of 2010, pursuanatseparate authorization from our Board of Diregtare repurchased $44.2, or 1,151,900 shares
of our outstanding common stock, in privately négfet, off-market transactions with purchasersefNotes.

The total cost of $72.3 is shown on the Cadatéd Balance Sheets as Treasury stock.

16. Segment and Geographical Area Information

The Company’s primary line of business isghaduction of semi-fabricated specialty aluminuradarcts. In addition, the Company also
owns a 49% interest in Anglesey, which owns andaips a secondary aluminum remelt and castingtfatilHolyhead, Wales.

Each of the Company’s production facilitiegisoperating segment. Such operating segmentsaggregated for reporting purposes to one
reportable segment, Fabricated Products. The Rabddroducts segment sells value added produthsasualuminum sheet and plate,
extruded and drawn products which are primarilyduseaerospace, high strength general engineaimgmotive and other industrial end
market segment applications. Prior to Septembe2@09, the Company also had a Primary Aluminum ssdywhich produced, through the
Company'’s interest in Anglesey, and sold commogligde products as well as value added productsasigtgot and billet for which the
Company received a premium over fluctuating comityaaiarket prices, and conducted hedging activitigk respect to the Company’s
exposure to primary aluminum price risk and Brit®bund Sterling exchange rate risk relating to Asgy’s smelting operations. Anglesey
operated as a primary aluminum smelter until Sep&r0, 2009 when it fully curtailed its smeltingevations due to the expiration of its long-
term power contract and its inability to find altative affordable power to continue operating amalter.

Following the cessation of Anglesey’s smeltopgrations and beginning in the fourth quarte2@d9, the Company’s operations consist of
the Fabricated Products segment and three businéss Secondary Aluminum, Hedging, and Corporatk@ther. The Secondary Aluminum
business unit sells value added products suchgas and billet, produced from Anglesey, for whitle {Company receives a portion of a
premium over normal commodity market prices. Thelddeg business unit conducts hedging activitie wéispect to the Company’s exposure
to primary aluminum prices and through Septembe2809, conducted hedging activities with resped@ritish Pound Sterling exchange rate
risks relating to Anglesey’s smelting operationseTorporate and Other business unit provides geaad administrative support for the
Company’s operations. For purposes of segment tiagor
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under GAAP, the Company treats the Fabricated Rtsdiegment as a reportable segment and combmésrée other business units,
Secondary Aluminum, Hedging and the Corporate att@&iOnto one category, which is referred to as@tter. All Other is not considered a
reportable segment.

The Company periodically reassesses the melbgies used to allocate costs among the Compdmgiiess units to assess segment
profitability. In 2010, the Company modified théoaglation of incentive compensation expense relatngs LTI programs and certain short-
term incentive plans among its business unitspAdr period results have been retrospectively stéjgi for consistency with cost allocation in
2010. These reclassifications have no impact oiCtimapany’s segment or consolidated Net saless @oitsolidated operating income. Based
upon the Company’s methodology to allocate incentiosts among its business units in 2010, an addit$4.6 and $5.6 of charges relating to
its LTI programs and certain shderm employee incentive plans have been includeddroperating results of the Fabricated Prodwegsien:
in 2009 and 2008, respectively.

The accounting policies of the Fabricated Bobslsegment are the same as those describedénlNSegment results are evaluated
internally by management before any allocationarporate overhead and without any charge for inctaxes, interest expense, or Other
operating charges, net.

Financial information by operating segmenttfar years ended December 31, 2010, 2009, and&@Qss follows:

Year Ended
December 31,
2010 2009 2008
Net Sales
Fabricated Produc $1,078.¢ $ 897.1 $1,336.¢
All Other1 0.3 89.¢ 171.¢
$1,079.: $ 987.( $1,508.:

1 Net sales in All Other represents net sales reJdtnAnglese’s smelting operations prior to September 30, 20068onnection witt
Angleseys new remelt operation beginning in the fourth tpramf 2009, the Company changed its basis of nexeacognition from gro
to net basis (see Note :

Year Ended
December 31,
2010 2009 2008
Segment Operating Income (Los
Fabricated Produc?. 3 $ 78.¢ $ 73 $ 47.¢
All Other2.3 (34.2) 45.1 (138.9
Total operating income (los $ 44 $ 118.7 $ (91.0
Interest expens (11.¢) — (2.0
Other income (expense), r (4.2 (0.7 0.7
Income (loss) before income tax $ 28. $ 118.¢ $ (919

1 Operating results in the Fabricated Products segfoe@2010, 2009 and 2008 included LIFO inventarhidrges) benefits of $(16.
$(8.7) and $7.5, respectively. Also included in diperating results for 2009 and 2008 were lowerost or market inventory writdewns
of $9.3 and $65.5, respectively, and $5.4 and $8dspectively, of restructuring charges relatingherestructuring plans involving the
Compan’s Tulsa, Oklahoma and Bellwood, Virginia faciliti€@estructuring charges in 2010 were not mate

Also included in the Fabricated Products segmeataimg results for the 2010, 2009 and 2008 weB610.7 and $5.0 ¢
environmental expense, respectively. The FabricBteducts segment operating results for 2010 aldlade $3.9 of impairment charge
relating to certain Property, plant and equipm
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2 Operating results in All Other included reatiznd unrealized hedging gains (losses) on the @oyp British Pound Sterling and metal
derivative positions and impairment charges of@Goenpany’s investment in Anglesey in the amountlo8%nd $37.8 in 2009 and 2008,
respectively

3 Operating results of the Fabricated Products segarehAll Other include gains (losses) on intercamphedging activities related
metal. These amounts eliminate in consolidatiotertral hedging (losses) gains related to metdiénRabricated Products segment were
$(0.1), $(42.8), and $16.9 for 2010, 2009, and 208&ectively. Conversely, All Other included sachounts as gains (losses) for the
2010, 2009, and 2008, respective

Year Ended December 31

2010 2009 2008
Depreciation and Amortizatiol
Fabricated Produc $ 19. $ 16.2 $ 1l4.¢
Corporate and Othe 0.4 0.2 0.1
$ 19t $ 16. $ 145
Capital expenditure:
Fabricated Produc $ 38. $ 58.t $ 93.
Corporate and Othe 0.¢ 0.7 —
$ 38¢ $ 59. $ 932
December 31 December 31
2010 2009
Segment asset
Fabricated Produc $  496.7 $  457.¢
All Other? 845.7 627.¢

$ 1,342 $ 1,085.

1 Assets in All Other primarily represents alltbé Company’s cash and cash equivalents, derevasgets, net assets in respect of VEBA
and net deferred income tax ass

Year Ended December 31,

2010 2009 2008
Income Taxes Pait
Fabricated Produc—
United State: $ 041 $ 4C $ 1.2
Canade 0.7 8.8 5.2
$ 0.8 $ 12.¢ $ 64

Geographical information for net sales, basedountry of origin, and long-lived assets follows

Year Ended December 31

2010 2009 2008
Net sales to unaffiliated custome
Fabricated Produc—
United State: $ 991.° $ 840.1 $1,242.¢
Canad¢ 87.¢ 57.C 93.¢
$1,078.¢ $ 897.1 $1,336.¢

All Other —
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Year Ended December 31,

2010 2009 2008

United Kingdom 0.3 89.¢ 171.¢
0.3 89.¢ 171.¢

$1,079.; $ 987.( $1,508.:

The aggregate foreign currency transactionsg@osses) included in determining net incomeeaniBrmaterial for 2010, 2009, and 2008.
Sales to the Company’s largest fabricated productomer accounted for sales of approximately 23%, and 18% of total revenue in 2010,
2009, and 2008, respectively. The loss of the Cayigdargest customer would have a material adveffget on the Company taken as a
whole. However, in the Company’s opinion, the lielaghip between the customer and the Company id god the risk of loss of the customer
is remote. Export sales were approximately 13%,,188d 10% of total revenue during the years endsteBber 31, 2010, 2009, and 2008.

17. Restructuring and Other Exit Activities

In December 2008, the Company announced paciese its Tulsa, Oklahoma facility and curtgibecations at its Bellwood, Virginia
facility due to deteriorating economic and markatditions. Both facilities produced extruded rod &ar products sold principally to service
centers for general engineering applications. Appnately 45 employees at the Tulsa, Oklahoma fgcilind 125 employees at the Bellwood,
Virginia facility were affected. The restructuriegforts initiated during the fourth quarter of 2008re substantially completed by the first
quarter of 2009.

In May 2009, the Company announced plansrthéu curtail operations at its Bellwood, Virgirfeility to focus solely on drive shaft and
seamless tube products. The Company also redwpdrisonnel in certain other locations in the seéaprarter of 2009 to streamline costs.
Approximately 85 employees were affected by theictidn in force, principally at the Bellwood, Virga facility. The restructuring efforts
initiated during the second quarter of 2009 welestantially completed by the end of 2009.

In connection with the above restructuringg®, the Company incurred restructuring costsahdr charges of $8.8 in 2008, of which $4.5
were related to involuntary employee terminationd $4.3 were related to asset impairments.

In 2009, the Company recorded restructurirgiand other charges of $5.4, of which $4.3 welaged to involuntary employee
terminations and other personnel costs, and thairéng $1.1 were principally related to contractrimation costs, facility shut-down costs
and a non-cash asset impairment charge. Of themeztrelated costs, non-cash expenses of approedyr®0.8 related to accelerated vesting
of previously granted stock-based payments.

In 2010, the Company recorded a net restringfurenefit of $0.3 in connection with the abovéerenced restructuring efforts, consisting of
(i) a benefit of $1.0 representing revisions ofyiwasly estimated employee termination costs dwextension of unemployment benefits from
the Commonwealth of Virginia and (ii) a non-castpamment charge of $0.7 relating to certain Propguiant and equipment at the previously
closed Tulsa, Oklahoma facility.

All restructuring costs and other chargesannection with above-referenced restructuring plaese incurred and recorded in the
Company’s Fabricated Products segment.

Of the total cash restructuring charges remid connection with the fourth quarter 2008 drelsecond quarter 2009 restructuring plans,
approximately $0.4 and $2.3 of restructuring olilgyas remained as of December 31, 2010 and 2009.
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The following table summarizes the activitiatimg to cash obligations arising from the Compamgstructuring plans:

Employee
Termination and
Other Personnel Facility related
Costs costs Total
Cash restructuring costs and other charges incimr2d08 4.5 — 4.5
Restructuring obligations at December 31, 2 4.5 — 4.5
Cash restructuring costs and other charges incimr2d09 3.3 0.5 3.8
Cash payments in 20( (5.5 (0.5 (6.0
Restructuring obligations at December 31, 2 2.3 — 2.3
Cash restructuring costs and other (benefits) @saircurred in 201 (2.0 — (2.0
Cash payments in 20: (0.9 — (0.9
Restructuring obligations at December 31, 2 $ 04 $ — $ 04

In July 2010, the Company sold its manufacfacility located in Greenwood, South Carolinadash consideration of $4.8. The
Greenwood, South Carolina facility produced forgedninum products, which no longer fit within ther@panys strategic portfolio of produ
offerings. In connection with the sale, the Compesgorded a $1.9 impairment charge to reduce thging value of the assets classified as
held-for-sale to their estimated fair value, legsts to sell. Such impairment loss was include@timer operating charges (benefit) in the
Statements of Consolidated Income and was incladquhrt of the Fabricated Products segment restish the Company considers to be
immaterial.

18. Supplemental Cash Flow Information

Year Ended December 31,

2010 2009 2008
Supplemental disclosure of cash flow informati

Interest paic $ 6.C $ 2C $ 0.¢
Income taxes pai $ 0.8 $ 12:¢ $ 64
Supplemental disclosure of r-cash transaction

Non-cash capital expenditur $ 17 B8 b $ 6.3
Issuance of Nichols Promissory N— Note 9 $ 6.7 $ — N

19. Subsequent Events

The Company has evaluated events subsequBreicember 31, 2010, to assess the need for pdtesd@gnition or disclosure in this Rept
Such events were evaluated through the date thvesecfal statements were issued. Based upon thisi&ion, it was determined that no
subsequent events occurred that require recognitithre financial statements and that the followitegns represent subsequent events that
merit disclosure herein:

Dividend Declaration On January 12, 2011, the Company announcedtth@bard of Directors approved the declaration gbarterly
cash dividend of $0.24 per share on the Companytstanding common stock to stockholders of recotteclose of business on January 24,
2011. The dividend was paid on or about Februar2@Q%1.

Acquisition.Effective January 1, 2011, the Company completedatiyuisition of substantially all of the assetélafxco, a manufacturer of
hard alloy extrusions for the aerospace industgel in Chandler Arizona.

The Company paid net cash consideration of3@8t of $4.9 of cash received in the acquisjtmmJanuary 3, 2011, with existing cash on
hand, and assumed certain liabilities totaling epipnately $1.0. For the year ended December 310 20 Company’s consolidated results of
operations include expenses of $0.4 related tathisaction. Such expenses are included withilin§ebdministrative, research and
development, and general expenses.

The purchase price will be allocated to theetsacquired and liabilities assumed based ondktimated fair values at the acquisition date.
The excess of the purchase price over net tangitdédentifiable intangible assets will be recordedyoodwill. The purchase price allocation
presented below is preliminary due to the contigunalyses relating to the determination of thereged fair values of the assets acquired and
liabilities assumed. Any changes to the valuatibnet assets acquired, based on information aseoftquisition date, will result in an
adjustment to the estimated fair value of the assequired and liabilities assumed, and a correfipgradjustment to goodwill. Management
does not expect the final valuation to be matseriditferent from
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the preliminary purchase price allocation discloselbw. Goodwill arising from this transaction egfts (i) the expected synergistic benefits to
the Company, as the products manufactured by tipeir@cl operation are expected to complement thep@aogis other offerings of sheet, ple
cold finish and drawn tube products for aerospagieations and (ii) the calculation of the failwe of the other assets acquired and liabilities
assumed in this transaction. Goodwill arising frihiis transaction is anticipated to be deductibleda purposes, over the next 15 years.

The following table summarizes the estimatgdvalues of the assets acquired and liabilitesuened at the date of the acquisition:

Allocation of purchase prict

Cash $ 4.¢
Accounts receivable, n 3.€
Inventories 6.€
Property, plant and equipme 455
Definite-lived intangible asset:
Customer relationshif 34.7
Order backlog 0.3
Trademark and trade nar 0.4
Goodwill 34.2
Accounts payable and other current liabilit (1.0
Cash consideration pa $ 88.z
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Quarter Quarter Quarter Quarter
Ended Ended Ended Ended
31-Mar 3C-Jun 30-Sep 31-Dec
2010
Net sales $267.t $282.¢ $263.4 $265.¢
Costs of products so 232.( 255.¢ 229.: 229.¢
Restructuring costs and other (benefits) cha (0.6) 0.1 (0.4 0.6
Gross Profit 36.1 26.4 34.t 35.€
Operating incom 14.¢ 4.0 13.2 12.4
Net income (loss $ 8.8 $ 01 $ 5E $ (0.3
Earnings per sha— Basic:
Net income (loss) per she $ 0.4¢ $ 0.01 $ 0.2¢ $(0.02)
Earnings per sha— Diluted:
Net income (loss) per shé $ 0.44 $ 0.01 $ 0.2¢ $(0.02)
Common stock market pric
High $44.4( $41.6: $43.2¢ $52.0C
Low $32.8: $32.91 $33.9( $42.07
Quarter Quarter Quarter Quarter
Ended Ended Ended Ended
31-Mar 3C-Jun 30-Sep 31-Dec
2009
Net sales $265.¢ $232.1 $252.( $237.C
Costs of products so 225.¢ 170.c 188.< 182.2
Lower of cost or market inventory wr-down 9.3 — — —
Impairment of investment in Angles 0.€ 1.2 — —
Restructuring costs and other charges (bent 1.2 5.1 0.1 (1.0
Gross Profil 29.2 55.E 63.€ 55.¢
Operating incomi 7.2 35.C 42.¢€ 33.€
Net income $ 3.8 $ 19.€ $ 23.C $ 24.1
Earnings per sha— Basic:
Net income per shal $ 0.1¢ $ 0.97 $ 1.14 $ 1.2C
Earnings per sha— Diluted:
Net income per shal $ 0.1¢ $ 0.97 $ 1.1¢ $ 1.1¢
Common stock market pric
High $29.2¢ $37.41 $41.65 $43.5¢
Low $16.3¢ $22.1¢ $29.7¢ $33.1¢
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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 Securitsl 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 opras provide only reasonable assurance of actgekhie 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 oflseclosure controls and procedures was perforasenf the end of the period covered by this
Report under the supervision of and with the pgdition of our management, including the principegcutive 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, 20ftteaeasonable assurance level.

Management’s Annual Report on Internal Control OWgrancial ReportingOur management’s report on internal control ovearicial
reporting is included in Item 8. “Financial Staterteeand Supplementary Data” and is incorporatedihdyy reference.

Changes in Internal Controls Over Financial RepogtiWe had no changes in our internal control overrfaia 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 Govence

The information called for by this item is éetth under the captions “Executive Officers,” tiosals Requiring Your Vote — Proposal for
Election of Directors,” “Section 16(a) BeneficialM@ership Reporting Compliance” and “Corporate Gaaece”in our proxy statement for tt
2011 annual meeting of stockholders.
ltem 11. Executive Compensation

The information called for by this item is éetth under the captions “Executive Compensatiébjtector Compensation” and “Corporate
Governance — Board Committees — Compensation Caenit- Compensation Committee Interlocks and Indideticipation” in our proxy
statement for the 2011 annual meeting of stockhslde
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 Managst Ownership” in our proxy statement for the 2@hhual meeting of stockholders.
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 Governanceirecir Independence” in our proxy statement fer2011 annual meeting of
stockholders.

Item 14. Principal Accountant Fees and Services

The information required by this item is ingorated by reference to the information includedarrthe caption “Independent Public
Accountants” in our proxy statement for the 201wl meeting of stockholders.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

1. Financial Statements
Managemer's Report on the Financial Statements and Interoatr@l Over Financial Reportir
Report of Independent Registered Public Accourfimm on the Consolidated Financial Statem
Report of Independent Registered Public Accourfimm on Internal Control Over Financial Report
Consolidated Balance She:
Statements of Consolidated Income (Lc
Statements of Consolidated Stockhol’ Equity and Comprehensive Income (Lo
Statements of Consolidated Cash Flc
Notes to Consolidated Financial Stateme
Quarterly Financial Data (Unaudite

2. All schedules are omitted because they areraitpplicable or the required information is inddal in the Consolidated Financial Statem
or the Notes thereto included in Item 8. “Finan8&tements and Supplementary Data” and incorpibtegeein by reference.

3. Exhibits
Reference is made to the Index of Exhibits edrately preceding the exhibits hereto (beginninghage 120), which index is incorporated
herein by reference.
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SIGNATURES
Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934, #gistrant has duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.
KAISER ALUMINUM CORPORATION

By: /s/ Jack A. Hockema
Jack A. Hockeme
President and Chief Executive Offic

Date: February 22, 2011

Pursuant to the requirements of the Secufitiehange Act of 1934, this report has been sidrebolw by the following persons on behalf of
the registrant and in the capacities and on thesdatlicated.

/sl Jack A. Hockem President, Chief Executive Office Date: February 22, 201
Jack A. Hockema Chairman of the Board and Director
(Principal Executive Officer

/s/ Daniel J. Rinkenberger Senior Vice President and Chief Date: February 22, 2011
Daniel J. Rinkenberger ~ Financial Officer
(Principal Financial Officer
/s/ Neal Wes Vice President and Chi Date: February 22, 201
Neal West Accounting Officer

(Principal Accounting Officer

/s/ Carolyn Bartholomew Director Date: February 22, 2011
Carolyn Bartholomev

David Fostel Director

/sl Teresa A. Hopp Director Date: February 22, 2011
Teresa A. Hopj

/s/ Lauralee Marti Director Date: February 22, 201
Lauralee Martir

William F. Murdy Director

/s/ Alfred E. Osborne, Jr., Ph.D. Director Date: February 22, 2011
Alfred E. Osborne, Jr., Ph.l

Jack Quinr Director

/sl Thomas M. Van Leeuwen Director Date: February 22, 2011
Thomas M. Van Leeuwe

/s/ Brett E. Wilcox Director Date: February 22, 201
Brett E. Wilcox
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Exhibit
Number

INDEX OF EXHIBITS

Description

2.1

2.2

2.3

2.4

25

2.6

2.7

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

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 uidation for AJl and KJC, dated April 7, 2005 (imporated by reference to
Exhibit 2.2 to the Current Report Forr-K, filed by the Company on December 23, 2005, Nite 1-9447).

Second Modification to the Third Amended Joint Ridéhiquidation for AJl and KJC, dated November 2005 (incorporated t
reference to Exhibit 2.3 to the Current Report F8-K, filed by the Company on December 23, 2005, Ride 1-9447).

Third Modification to the Third Amended Joint PlafhLiquidation for AJl and KJC, dated December 2905 (incorporated b
reference to Exhibit 2.4 to the Current Report F8-K, filed by the Company on December 23, 2005, Ride 1-9447).

Third Amended Joint Plan of Liquidation for Kaigdumina Australia Corporatior*KAAC") and Kaiser Finance Corporati
("KFC"), dated February 25, 2005 (incorporated bference to Exhibit 99.3 to the Annual Report omfr@0-K for the period
ended December 31, 2004, filed by the Company orciMal, 2005, File No.-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 on For-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 8-K, filed by the Company cecBmber 23, 2005, File
No. 1-9447).

Third Modification to the Third Amended Joint PlafLiquidation for KAAC and KFC, dated December 2905 (incorporate
by reference to Exhibit 2.8 to the Current ReporForm &K, filed by the Company on December 23, 2005, Ride 1-9447)

Second Amended Joint Plan of Reorganization foQbepany, Kaiser Aluminum & Chemical Corporati KACC) and
Certain of Their Debtor Affiliates, dated as of &apber 7, 2005 (incorporated by reference to ExBi®i2 to the Current Report
on Form &K, filed by the Company on September 13, 2005, Nite 1-9447).

Modifications to the Second Amended Joint Plan ebiganization for the Company, KACC and Certaiiflogéir Debtor
Affiliates Pursuant to Stipulation and Agreed Orbetween Insurers, Debtors, Committee and FutupeeRentatives
(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 obigenization for the Company, KACC and Certain béif Debtor
Affiliates, dated as of November 22, 2005 (incogted by reference to Exhibit 2.3 to the Currentdkepn Form 8-K, filed by
the Company on February 7, 2006, File N-9447).

Third Modification to the Second Amended Joint RééiReorganization for the Company, KACC and Cert#i Their Debtor
Affiliates, dated as of December 16, 2005 (incoaped by reference to Exhibit 2.4 to the Currentdepn Form 8-K, 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 Debtot
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 Regiion Statement on Form 8-
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 RetaiBoard, the Unite
Steel, Paper and Forestry, Rubber, Manufacturingrdy, Allied Industrial and Service Workers Intgional Union, AFL-CIO,
CLC (formerly known as the United Steelworkers aofiérica, AFL-CIO, CLC) (the “USW") and the Companyrpuant to
Section 7.8e of the Second Amended Joint Plan ofd@mization of the Company, KACC and Certain oéifiDebtor Affiliates,
as modified (incorporated by reference to Exhibitt® the Registration Statement on Form 8-A, fligdhe Company on July 6,
2006, File No. 00-52105).
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Exhibit

Number Description

3.1 Amended and Restated Certificate of Incorporatiothe Company (incorporated by reference to Ex!8titto the Registratic
Statement on Form-A, filed by the Company on July 6, 2006, File NO6C-52105).

3.2 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).

3.3 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).

4.1 Indenture, dated as of March 29, 2010 (incorporhteceference to Exhibit 4.1 to the Current Reporform K, filed by the
Company on March 29, 2010, File No. -52105).

10.1 Credit Agreement, dated as of March 22, 2010, &ffeas of March 23, 2010, among the Company, Ka&eminum
Investments Company, Kaiser Aluminum FabricatediBets, LLC and Kaiser Aluminium International, Incertain financial
institutions from time to time party thereto, asders, JPMorgan Chase Bank, N.A., as administratjent, J.P. Morgan
Securities Inc. and Wells Fargo Capital FinanceCL&s joint bookrunners and joint lead arrangersli$\Fargo Capital Finance,
LLC, as documentation agent, and Bank of Americ#&.Nas syndication agent (incorporated by refeeeiocExhibit 10.1 to the
Current Report on Formr-K/A, filed by the Company on January 28, 2011, Nt 00(-52105) .

10.2 Form of Confirmation of Base Call Option Transassidincorporated by reference to Exhibit 10.1 ® @urrent Report o
Form &K, filed by the Company on March 29, 2010, File R6(-52105).

10.3 Form of Confirmation of Additional Call Option Traactions (incorporated by reference to Exhibit 10.the Current Report ¢
Form &K, filed by the Company on March 29, 2010, File R6(-52105).

104 Form of Confirmation of Base Warrant Transactidnsdrporated by reference to Exhibit 10.3 to ther€ut Report on Form-
K, filed by the Company on March 29, 2010, File R6(-52105).

10.5 Form of Confirmation of Additional Warrant Transiacts (incorporated by reference to Exhibit 10.4h® Current Report @
Form ¢-K, filed by the Company on March 29, 2010, File R6(-52105).

10.6 Asset Purchase Agreement between Desert Fabco giiguj LLC and Alexco, L.L.C., dated as of Octoli€r, 2010, and relate
Corporate Guaranty, dated as of October 12, 204 8@diser Aluminum Corporation to Alexco, L.L.C. ¢orporated by referen:
to Exhibit 10.1 to the Current Report on For-K, filed by the Company on October 15, 2010, File R0(-52105).

**10.7 Description of Compensation of Directors (incorgedaby reference to Exhibit 10.13 to the Quart&gport on Form 10-Q for
the period ended March 31, 2010, filed by the Camgpan April 29, 2010, File No. 0-52105).

**10.8 Employment Agreement, dated as of November 9, 2048veen the Company and Jack A. Hockema (incotrpatay reference
to Exhibit 10.1 to the Current Report on For-K, filed by the Company on November 15, 2010, Kt 00(-52105).

**10.9 Form of Director Indemnification Agreement (incorpted by reference to Exhibit 10.8 to the Curregp®&t on Form -K, filed
by the Company on July 6, 2006, File No. -52105).

**10.10 Form of Officer Indemnification Agreement (incorpted by reference to Exhibit 10.9 to the Currerpd®eon Form -K, filed
by the Company on July 6, 2006, File No. -52105).

**10.11 Form of Director and Officer Indemnification Agreent (incorporated by reference to Exhibit 10.1¢h® Current Report ¢
Form &K, filed by the Company on July 6, 2006, File NOC-52105).

**10.12 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 N6C-52105).

**10.13 Amendment to the Kaiser Aluminum Fabricated ProsliRestoration Plan (incorporated by reference tuitiix10.4 to the
Current Report on Forrr-K, filed by the Company on December 31, 2008, Rite 00(-52105).

10.14 Stock Transfer Restriction Agreement, dated asilyf@, 2006, between the Company and National B#yk, in its capacity ¢

the trustee for the trust that provides benefitcttain eligible retirees of Kaiser Aluminum & &hical Corporation represen
by the USW, the International Union, United AutorilepAerospace and Agricultural Implement Workef#\merica and its
Local 1186, the International Association of Madbim and Aerospace Workers, the International Cbahworkers Union
Council of the United Food and Commercial Workers] the Paper, Allied-Industrial, Chemical and gaiorkers
International Union, AFL-CIO, CLC and their survig spouses and eligible dependents (the “Union VBBiAcorporated by
reference to Exhibit 4.1 to the Registration Staethon Form -A, filed by the Company on July 6, 2006, File N6C-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

Registration Rights Agreement, dated as of JuB086, between the Company and the Union VEBA aadther parties there
(incorporated by reference to Exhibit 4.2 to thgR&ation Statement on Form 8-A, filed by the Campon July 6, 2006, File
No. 00(-52105).

Director Designation Agreement, dated as of JulR0®6, between the Company and the USW (incorpdiateeference to
Exhibit 4.3 to the Registration Statement on Fo-A, filed by the Company on July 6, 2006, File N60-52105).

Letter Agreement dated January 19, 2010 extentliegerm of the Director Designation Agreement betwiéne Company and
the USW (incorporated by reference to Exhibit 110.1the Current Report on Form 8-K, filed by the Qamy on January 21,
2010, File No. 00-52105).

Form of Change in Control Severance AgreementdbnBarneson (incorporated by reference to ExAibi82 to the Annue
Report on Form 1-K for the period ended December 31, 2002, filedHeyCompany on March 31, 2003, File N-9447).

Form of Change in Control Severance AgreementdbnM. Donnan, Daniel J. Rinkenberger and Jamé&4cdAuliffe
(incorporated by reference to Exhibit 10.33 toAmmual Report on Form 10-K for the period endedémweloer 31, 2002, filed by
the Company on March 31, 2003, File N-9447).

Form of Amendment to the Change in Control Sevarakgreement with John Barneson, John M. DonnanjdDdn
Rinkenberger, and James E. McAuliffe (incorpordigdeference to Exhibit 10.2 to the Current ReparfForm 8-K, filed by the
Company on December 31, 2008, File No.-52105).

Kaiser Aluminum Corporation Amended and Restate@bZ2Bquity and Performance Incentive Plan dated du2810 ant
effective June 8, 2010 (incorporated by referendexhibit 10.1 to the Current Report on Form 8-ked by the Company on
June 1, 2010,

2007 Form of Executive Officer Option Rights Awakdreement (incorporated by reference to ExhibiB16.the Current Repc
on Form &K, filed by the Company on April 5, 2007, File Na0(-52105).

Amendment dated December 31, 2008 to the agreeraeidsncing awards granted to Messrs. Jack A. Hoekdohn Barneson,
John M. Donnan, Daniel J. Rinkenberger and Jam&#cBuliffe prior to 2008 under the Company’s 2006uity and
Performance Incentive Plan (incorporated by refezdn Exhibit 10.3 to the Current Report on Forid,8ied by the Company
on December 31, 2008, File No. (-52105).

2008 Form of Executive Officer Restricted Stock AadvAgreement (incorporated by reference to ExHibie to the Current
Report on Form -K, filed by the Company on March 4, 2008, File R6(-52105).

2008 Form of Executive Officer Performance Sharesa Agreement (incorporated by reference to ExHiBi3 to the Current
Report on Form -K, filed by the Company on March 4, 2008, File R6(-52105).
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Number Description

**10.26 Kaiser Aluminum Corporation 20(— 2010 Lon-Term Incentive Program Summary of Management Objesiand Formul:
for Determining Performance Shares Earned (incaedrby reference to Exhibit 10.4 to the Currerpdreon Form 8-K, filed
by the Company on March 4, 2008, File No.-52105).

**10.27 2008 Form of Non-Employee Director Restricted StAgkard Agreement (incorporated by reference to Eitti0.2 to the
Quarterly Report on Form -Q, filed by the Company on August 7, 2008, File B@(-52105).

**10.28 Summary of the Kaiser Aluminum Fabricated Prod@689 Short-Term Incentive Plan for Key Managersdiporated by
reference to Exhibit 10.1 to the Current ReporfFom ¢-K, filed by the Company on March 10, 2009, File R6(-52105).

**10.29 2009 Form of Executive Officer Restricted Stock AvAgreement (incorporated by reference to ExHibiR to the Current
Report on Form -K, filed by the Company on March 10, 2009, File R06(-52105).

**10.30 2009 Form of Executive Officer Performance Shares Agreement (incorporated by reference to ExHiBi3 to the Currel
Report on Form -K, filed by the Company on March 10, 2009, File R06(-52105).

**10.31 Kaiser Aluminum Corporation 2009 — 2011 Long-Temadntive Program Summary of Management ObjectindsFmrmula
for Determining Performance Shares Earned (incatpdrby reference to Exhibit 10.4 to the Curremdreon Form 8-K, filed
by the Company on March 10, 2009, File No.-52105).

**10.32 Kaiser Aluminum Fabricated Products 2010 S-Term Incentive Plan for Key Managers Summary (ipooaited by referenc
to Exhibit 10.1 to the Current Report on For-K, filed by the Company on March 9, 2010, File R0(-52105).

**10.33 2010 Form of Executive Officer Restricted Stock AsvAgreement (incorporated by reference to ExHibiB to the Current
Report on Form -K, filed by the Company on March 9, 2010, File I96(-52105).

**10.34 2010 Form of Executive Officer Performance Sharesl Agreement (incorporated by reference to ExHibi4 to the Currel
Report on Form -K, filed by the Company on March 9, 2010, File I96(-52105).

**10.35 Kaiser Aluminum Corporation 2010 — 2012 Long-Temadntive Program Summary of Management ObjectindsFmrmula
for Determining Performance Shares Earned (incatpdrby reference to Exhibit 10.5 to the Curremdreon Form 8-K, filed
by the Company on March 9, 2010, File No.-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 pursuanextion 302 of the Sarbal-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 pursuan&extion 906 of the Sarbal-Oxley Act of 2002

*101.INS*** XBRL Instance

*101.SCH***

*101.CAL***

*101.DEF***

*101.LAB***

*101.PRE***

XBRL Taxonomy Extension Schen
XBRL Taxonomy Extension Calculatic
XBRL Taxonomy Extension Definitio
XBRL Taxonomy Extension Labi

XBRL Taxonomy Extension Presentati

* Filed herewith
**  Management contract or compensatory plan or arraegerequired to be filed as an exhibit to this AalrReport on Form -K.

***  As provided Rule 406T of Regulation S-T, XBRhformation is furnished and not deemed filed @aat of a registration statement or
prospectus for purposes of sections 11 or 12 oStwrurities Act of 1933, as amended, is deemefdlledtfor purposes of section 18 of
the Securities Exchange Act of 1934, as amendetptrerwise is not subject to liability under thesetions
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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 investmeZertain
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

DCO Management, LLC (formerly known as Kaiser Alaomin & Chemical Corporation, LLC Delaware
Anglesey Aluminium Limited (49% United Kingdon
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Principal Domestic Operations and
Administrative Offices

Principal Worldwide Operatior

Arizona
Chandle
Fabricated Produc

California
Foothill Ranct
Corporate Headquarte

Alabama
Florence
Fabricated Produc

California
Los Angeles (City of Commerc
Fabricated Produc

Ohio
Newark
Fabricated Produc

Canade
Kaiser Aluminum Canada Limited
(100%)
Fabricated Produc

France
Kaiser Aluminum France, SAS (100
Development and Sal
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Tennesse
Jacksor
Fabricated Produc

Texas
Shermar
Fabricated Produc

Virginia
Richmond (Bellwood
Fabricated Produc

Washingtor
Richland
Fabricated Produc

Trentwood
Fabricated Produc

Wales, United Kingdor
Anglesey Aluminium Ltd.

(49)% Remelt and Casting of Second
Aluminum Productt



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statement No. 333-165869 on Form S-3Nwosl 333-170513 and 333-135613 on
Form S-8 of our report dated February 22, 201 htirey to the consolidated financial statements @fKr Aluminum Corporation, which report
expresses an unqualified opinion and our repothereffectiveness of Kaiser Aluminum Corporatioint®rnal control over financial reporting,
in each case appearing in this Annual Report omF0-K of Kaiser Aluminum Corporation for the yearded December 31, 2010.

/s/ DELOITTE & TOUCHE LLP

Costa Mesa, California
February 22, 2011
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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 officgrénd | are responsible for establishing and maiintg disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andquioes, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over finahmeporting, or caused such internal control diancial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and ptedeén 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 changes @rdgistrant’s internal control over financial rejomy that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo&) tias materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officrénd | have disclosed, based on our most recaeti@ion of internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of intemwrtrol over financial reporting which are
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdlves management or other employees who hawgnéisant role in the registrant’s
internal control over financial reporting.

/s/ Jack A. Hockema
Jack A. Hockeme
Chief Executive Officer

Date: February 22, 2011

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 8exurities and Exchange Commission or its stafhugquest.
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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 officgrénd | are responsible for establishing and maiintg disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andquioes, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over finahmeporting, or caused such internal control diancial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and ptedeén 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 changes @rdgistrant’s internal control over financial rejomy that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo&) tias materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officrénd | have disclosed, based on our most recaeti@ion of internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of intemwrtrol over financial reporting which are
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdlves management or other employees who hawgnéisant role in the registrant’s
internal control over financial reporting.

/s/ Daniel J. Rinkenberge
Daniel J. Rinkenberge
Principal Financial Officer

Date: February 22, 2011

A signed original of this written statement reqdif®y Section 302 has been provided to Kaiser AlumirCorporation and will be retained by
Kaiser Aluminum Corporation and furnished to the8g&ies and Exchange Commission or its staff upmuest.

125



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 22, 201
In connection with the Annual Report on FortaKLby Kaiser Aluminum Corporation, a Delaware amation (the “Company”), for the

year ended December 31, 2010 (‘Report”), as filed on the date hereof with the @#tes and Exchange Commission, the undersigreexk 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 the requirents of Section 13(a) or 15(d) of the Securitieshange Act of 1934 (15 U.S.C. 78m or
780(d)); and

(2) The information contained in the Repontlfgpresents, in all material respects, the finahcondition and results of operations of the
Company as of the dates and for the periods exgueaghe Report.

IN WITNESS WHEREOF, the undersigned has exatthis certification as of the date first abovéten.

/s/ Jack A. Hockema
Jack A. Hockeme
Chief Executive Officer

A signed original of this written statemenqu&ed by Section 906 has been provided to KaisemMum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8ecurities and Exchange Commission or its stadhugquest.
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

February 22, 201

In connection with the Annual Report on FortaKLby Kaiser Aluminum Corporation, a Delaware amation (the “Company”), for the
year ended December 31, 2010 (‘Report”), as filed on the date hereof with the @#&tes and Exchange Commission, the undersigned,
Daniel J. Rinkenberger, Principal Financial Offioéthe Company, does hereby certify, pursuanBtt/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 the requirents of Section 13(a) or 15(d) of the Securitieshange Act of 1934 (15 U.S.C. 78m or
780(d)); and

(2) The information contained in the Repontlfgpresents, in all material respects, the finahcondition and results of operations of the
Company as of the dates and for the periods exgueaghe Report.

IN WITNESS WHEREOF, the undersigned has exatthis certification as of the date first abovéten.

/sl Daniel J. Rinkenberge
Daniel J. Rinkenberge
Principal Financial Officer

A signed original of this written statemenqu&ed by Section 906 has been provided to KaisemMum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8ecurities and Exchange Commission or its stadhugquest.
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