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KAISER ALUMENUM'S
PRINCIPAL GOALS IN SERVING
OUR MARKETS
s ARE TO CONTINUE
TO STRENGTHEN
OUR PRODUCT QUALITY,
OUR SERVICE TO CUSTOMERS,
AND QUR PLANT
OPERATING EFFICIENCY.

WE HAVE MADE
EXCELLENT PROGRESS
TOWARD THESE GOALS

AND ARE COMMITTING
THE HUMAN
AND FINANCIAL RESOURCES
NEEDED TO ASSURE
SUCCESSIN THE
FUTURE.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

{Continues on pages g through 2

WHO WEARE.

Kaiser Aluminum & Chemical
Corporation i~ one ¢f the world’s
leading aluminum companies,
operating a total of 22 plants in ten
states and six foreign countries. As
a fully integrated producer, the
company mines bauxite, the major
alomimm-bearing ore; refines it
into alumina, the intermediate
material; produces primary alumi-
num; and manufactures selected
fabricated products. Alumina is
sold to Kaiser primary aluminum
plants and to outside customers;
primary aluminum is sold to Kaiser
fabrication plants and to others;
and fabricated products are sold —
either dire-:ly or through distribu-
tors— to the beverage container,
trans portation, aerospace, Con-
struction, and consumer durables
markets in the U.S. and abroad.
Atyearend 1988, the company
emrployed about 10,500 persons,

roughly 150 of whom were on the
corporate staff. These totals are
down significantly over the past
five years due to asser sales, the
discontinuation of various busi-
nesses, cost reduction programs,
and decentralization.

KaiserTech Limited, Kaiser
Aluminum’s parent, became a sub-
sidiary of IAXXAM Inc. on Octo-
ber 28, 1988. In addition to Kaiser
Aluminum, MAXXAM operates
through a separate subsidiary, The
Pacific Lumber Company, which
is a leading producer of redwood
lumber and other forest pm_‘xcts.
Other MAXXAM subsidiaries are

sengaged i real evtate manage-

ment and development.

SEDENAMEDCHURMAN N VRO

John M. Setdl was named charrman

and chiet executive officer of Kaiser

Aluminum and KaiserTech Limited

on I:muar_».' 23, 1989, succeeding
James S. Pasman, Jr. Additionally,
he has been nominated to serve on
the hoard of MAXXAM Inc.

Seidl, 39, had been president,
chief operating officer, and a direc-
tor of Enron Corp., Houston, Texas,
an international energy company
with about s9 billion in assets.

Seidl was a member of the
faculty of the Graduate School

of Business at Stanford University

from 1974 to 1978. He joined Nat
mas Company in 1977 as adfrect
and later became a member of its
executive comnittee. He juined

the management team uf the con
pany in 1978, serving in 1 variety
of top posts until the takeoverof

Naromas by Diamond Shamrock

in late 1983. He joined Houston

Natural Gas {which later became

Enron) as senor vice president fo

corporate development tn 1984
A 1961 graduate of the ULS,

Military Academy at West Poinr,

Seidl received both a master's

. degree and a Ph.D. in political eco

omy and government froo Hana
University, He served o< doputy
assistant secretany for progmrm sy
temns in the Department of Heale
Education and Weltare, and as de
ULy AsSIStANT SeCTeLIry. progrm
development and budeet, in che

Department of the Interior.
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Kaiser Alummum &.Cb:zmcal Corporation and Subsidiary
Successort” Predecessor!
Two Ten %
Moaths Ended Months Eaded En
December 31, Ocrober 31, Dec=mber
«Thousands of Jollarss 1388 1988 t9
Net Sales +15298,100 $1,921,400 $2,002,96
Income (Loss) From Contmumg Operations $ 28,100 $ 144,700 s {343,50
*- Net Income (Loss) s 28,100 $ 175,700 $ {354.00
Debrt-to-Capital Ratio« 37.2% 38.0% so.
Sales of Aluminum Products— Metric Tons 97,145 667,438 773,51
Property, Plant, and Equipment Additions $ 13,500 s -80,800 s 86,60¢

{1} See Note 1 to financial statements for a description of Successor and Predecessor

{2) Restated for the adoption of Financial Accounting Standard No. 94 requiring fuil cunsolidm‘ou of majorityawned subsidiaries..

{3} Includes 2 $366,100 loss provision, boch before and after taxes, relating to the xestmuunng of continuing opertions,
of the electrical gmdum manuizcturing business, idle and uneconomic pmnary aluminum

of oil and gas properties.

(4)Tauldebtzsa mnoofm:ldebt.de&mdmme uxu.de&mdmcome,mmonwmmudwnabhpzﬁmmsmck,wd smcklwldus’eqmw
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. ALETTER FROM THE CHAIRMAN AND THE PRESIDENT:

For Kaiser Aluminum, 1988 was a
year of ownership change, contin-
ued strategic accomplishment, and
.. very pmﬁtable mults. Rt

On October 27, shaxeholdexs .

approved the merger of Kaiser
Aluminum’s parent, KaiserTech
Limited, with a subsidiary of
MAXXAM Inc., resolving an own-
ership uncertainty which had per-
sisted for several years. With that
done, we turned our full attention
to the challenge of making Kaiser
Aluminum the best, most market-
driven, customer-responsive sup-
plier in the industry. We are not

+ yet where we want to be. But we

v believe. we have the people, plants,. g 2.

) angifocuéedstmtegytogetz_xs there.
Operationally and financially,
1988 was an excellent yeaz. The
company moved solidly into the
black, posting its third highest
annual net income ever. This per-
formance resulted from a strong
aluminum market and from pro-
“g:ess made in xeducmg costs and in
concentrating corporate resources

on facilities, markets, and product . ;. ..
niches offering competitive oppor- -

tunities and financial rewards.
.Kaiser Aluminum is a very

different company from theone .. .. .., .
which existed earlier this decade. ., ..

While aluminum always has

been the core business, we were
diversified into a aumber of non-
aluminum businesses. In recent
years, we have determined that

we should stick to what we do
best— produce and sell alnminum.

3]

Within aluminum, we should focus

on specific opportunities rather
than compete so broadly across

theboard.
. a".:‘on'r's'l‘ ‘I o iS:

+ To continue to be a fully inte-
grated producer—mining bauxite,
refining it into alumina, smelting
alumina into aluminum, and maun-
ufacturing aluminum into a range
of fabricated products.

« To be market-driven, provid-
ing customers with the best possi-
ble product quality and service.

... » To treat all employees fairly

. and to demand from them the level

of productivity. which will ensure -

that we.meet corporate goals for . e
" quality, customer service, and

cost-competitiveness.

"+ To be among the low-cost
producers in times of economic
downtum so that we can serve cus-
tomers profitably and maintain
stability of operations.

« b allocate capital to those
areas which promise the best

... returns from both a2 financial and

product quality standpoint.

_. - » Th reduce total debt of Kaiser-
Aluminum and KaiserTechand =~ - -
_ to refinance it ona basis more in
- keepingwidiourlong-tennassesﬂ»

aw materials, primary aluminun,
flat-roiled products, extruded prod-
ucts, rod/bar/wire, and forgings.

These business units are more
market-driven, more inngvative,
more entrepreneurial, and more
capable of managing change as :
result of decentralization. Corpe
rate staff provides the framewor!
for overall strategy and directdon
as well as centralized corporate
finance, but the business units ;
Iargely self-sufficient.

« For us, being marker-drive:
means being positioned with th
products our customers need,
when they need them. To do
this, we have focused on those
aluminum-consuming product
areas in which our capability is
strongest and which ofier sohd
growth pomentnl for our custom

" and, therefore, for us. These incl

beverage containers, 2 market

where demand continues to gro’
aeraspace, which is benefiting &
high demand for new commerci
aircraft; and transportation, whe
the amount of aluminum used i

" cars, trucks; shipping container
- .and boats continues to rise beca

: of the' metal’s versatility and.hg
weight. We also have expanded «

' - alumina sales and diversified th

: line of pnmary aluminom prod1

% we market to others. . . e

andstmtegws. : L T -e Any organmtxonxs only :
«~ Thefactsas they xelate tothese. .. .: good as the people it employs. A\
 strategic points are as follows: are extremely pmnd of the perfc
* As a fully integrated alumi- ance of our people throughout t
-num producer, we are divided by-.. :. . difficult  period which the mdu.
praduct category into six decentral- and the company expenenced
ized business units or divisions ~

beginning in the early 198as. D

e .
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ing a part of that period, the alumi.
num industry was depressed
severely. Overlapping a portion of
that span were more than thiee

years of uncertainty over corporate

ownership. The tough-but-honest

decisions made then—to reduce

averhead, streamline work, and

demand more in terms of both

quality and output— are paying off.
+ Our goal to become a low-

cost producer has been strength-

ened for the long term by facility
modernizations, retrofit technol-
ogy, and process-control improve-
ments; by large and ﬁermanent .
reductions of;sélaned personnel at

_ . comporate heﬂuanem and plant, ..

locations; by unplementanon of
variable salary ptins-which share
profits in good times but reduce

personnel expenses when alumi-

nurm prices are low-or business per- -

formance is less than satisfactory;
by improvements in labor produc-
tivity and implemensation of 2
semi-variable wage scale for most
of Kaiser Aluminum’s unionized
employees; and by variable-rate

power supply éon_nact% forour prin- - -

cipal domestic primary aluminum -

and fabricating facilities.

: * The efficient allocation of . :: .., -

capital is one of senior manage-
ment’s most important functions.
In the past several years, the com-

pany has spent approximately s250 -
million modernizing the flat-rolled. . .

products plant at Trentwood, Wash-
'gton, so that it can compete with
the best— now and in the future;-
currently, we are rounding out that
modernization with the installa-
tion of a new wide coil coating line

PN

QPR SEIDL. CHAIRMAN AND CHIEF EXECUTIVE OFFICER

AT NS HUTCHCRAFT. IR., PRESIDENT AND CHIEFOPERATING OFFICER
and other supporting projects.In "~ ¥ - As we said at the beginning oi
the rod/bar/wire business, we are " this letter, 1988 was a year of sig-

 constructing nevsmanufacturing " nificant achievelfiénts. We beheve
facilities at Macon, Gégrgia, and .%'the current mdustry environment
- Jackson, Tennessee, to xmpmthe sty offérsas an exceﬂmoppotnmny
service, quality, and economics of to improve farther our pmdnct
our Eimshmg operations. And in - quality and customer service, ta
forgings, we are adding a facility strengthen farther our operating
at Greenwood, South Carolina, efficiency, to increase furtherour
so that we can penetrate further "> share of markets that are key to'on
the automotive forgings market. future, and to achieve superior

* A major priority during 1989 returns on invested capital. Thqhse
is tofefinance debt. Kaiser Alumi-
num debt has beenreduced to >~ T th
- -approximately s410 million as of“~ St
.. February 28 fiom approximately < 9 55
- $040 million at year-end 1987 — “% ¢ -
= a reduction of about 56%. Sepa-
. - rately, KaiserTech debt stands at

z ns’.selected asset sales, together with
" existing cash balances, to reduce =

— -the separate debes of Kaiser Alumi-

num and KaiserTech to the point -~ *

=

. $925 million. It is-our plan to use”*#

2d P ot BT

cash from operations and from 577
-%i2 2 Chief Executive Officer

that they can be refinanced with
new borrowings having more appro-

A. Stephens Hutchemaft, Je. 7

" priate maturities and less restric- President and
tive covenants. Chief Operating Qfficer
March to, 1080

(¥ ]




ALUMINUM INDUSTRY OVERVIEW

Gains in the nation’s real gross at the end of the year remained
national product and industrial pro- near the low levels of year-
duction, combined with a 38% end 1987= .

jump in aluminum ingot and mill “The i xmpmvement inUS.
products exports and a 14% drop in slupments dunng the year and

increased foreign demand created
an overall gain of 3% in westem
world aluminum consumption in
1988, compared with an increase of
5% in 1987, Western world prima;y
production moved up 7% in 1988
as previously idle capacity was
restarted and new capacity was
brought on stream. The average

_ operating rate for the western world
inftustry was 97% in 1988, up from

imports, helped U.S. aluminum
producers achieve an outstanding

year in 1988. Total U.S. producer
shipments increased to 7,397,714
tons, up slightly from the level of

the prior year, which was 8% above
total 1986 shipments. Primary alu-
minum production in the U.S.

jumped 18% on a year-to-year basis

as the industry’s operating rate
(annual tons produced divided by - =
anmut rated capacity) surged past
100%: It averaged 701% forallo E"’"‘”“ “=at yearend wag99%.:

1988, compared with 88% in 1987 2" Asaresultotlow i inventory
Even with the sharp gain in1988 levels and strong dernand, pn'mary
U.S. aluminum production, both alurrinum pm:es were sxgmﬁ
producer and consumer inventories cantly hxgher in 1988 after | posnng
sharp gains in 1987. In 1988, the
si.20 Midwest U.S. market price for
ingot ranged from a low of 5.88 per
too pousid in January to a high of s1.30
) n Ium..k»elosed at year-end 1988
3°- atsI. y:ln 1967, the Midwest U.S.
: . matl:ef price had mcxeased from
6° " $.53 per poundin early January to:--
a high of'5.88 in both October

“® " and December.

A SR

20

7 KAISER OPERATIONS
®© Kaiser Aluminum was a full-
INGOT 7RICES AND INVENTORIES fledged participant in the strong
BB Average Yearly U.S. Midwest Marker . ‘ . .
Price price p:; pound) aluminum market in 1988. Ship-
B [PAI Primary [nventones ments of primary and fabricated
{000s metrnc tons) .
products rose to 764,580 metric.
tons as a result of greater primary

aluminum production as well as
. the stronger overall demand for

93% in 1987, and theopemtmgﬁte

- COmpazes nf!hou:puéiggg,a.

metal. This shipment total was
10% above 1987 shipments of

697,72 1 tons [after excluding 19
shipments by Kaiser Alumirtiur

- Europe, a business sold in the

fourth quarter of that year). Due
to the irmxprovement in 1988 ing
prices, inxcreased production at!
ser smelters, and lower internal
mary metal needs, the percenta
of shiprmrents made in the form
ingot rose to 36% of the toral fnr
16% in x987.

" Prixmary metal production t
Kaiser Aluminum in 1988 reac!
640,083 metric tons, for an aver
age oﬁrating rate of 905.7%. Th:

tons or 8 §% of annual ¢ capacxty
1987. At the end of the year, the
company’s worldwide primary
aluminum production system
was operating at 98.1% of its
rated capacity.
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KAISER ALUMINUM BUSINESSES

Kaiser Aluminum serves its customers through six largely self-sufficient
business units or divisions that operate on a decentralized basis. These are:
raw materials, primary aluminum products, flat-rolled products, extruded
products, rod/bar/wire, and forgings. A review of each follows.

RAW MATERIALS PRODUCTION CAPACITY

Annual Rated Capac

Avarlanle

Merric Tons! . Katser Alumn

Bauxire Mining

Kaiser Jamaica Bauxite Company, Jamaica [49% owned)"” 2$,200,0¢

Alumina Partners of Jamaica (Alparz), Jamaica {50% owned} 1.200,0(

Thtal : 5/400,0¢
"Alumina Refining .

Gramercy, Louisiana . ] 748,oc

" Alumina Partners of Jamaica (Alpart), Jamaica( 50% owned) . . "“s500,0c

" Queensland Alumira Ltd.,, Australia {28.3% owned) <t “774.0C

Toeal ’ . ‘ ' R 1,022,080

7 1} While Kaiser owns 49% of KIBC, it réceives allofKIBC s outpur. ~
{3} Dedicated fuily w the Alpact refinery. .

PRIMARY-ALUMINUM PRODUCTION C‘A.PACH'Y o

Aanuat Rated Cipac:

— . Lo - Avatlable
Meme Tonsit’ Raiser Alurmnu
Mead, Washington 200,00
Tacoma, Washingron 73-00
U.S. Toral 273,00
Volta Aluminium Co. Ltd. (Valco), Ghana {go% owned) oo : 'xypa
Anglesey Aluminium Ltd., Wales (40% owned) = - . - L §S

© Doyne Smelters L1d., Answalia(20% owned) . ° - - = tx 0

s+« Aluminium Bahrain, Bahrain (17% owned) QS . . £,29,00

PN N N Py LS S

. Overseas Total o o N R > 39500

World Total N L 578r°°




JOE FIAY DEL
CORFORATEAD
RAW MATERIALS WITH
BUDDY 38 EHTNLY
SCPERVISOR ATGRAVERLY
PLANETARY RILN WHERE
ALUMINA IS CALCINED
“WEVE MADE OUR
ALUMINA AND BAUXITE
OPERATIONS MORE
COMPETITIVE BY INCREASING
PRODUCTIVITY AND
MAKING TECHNOLOGICAL
IMPROVEMENTS. NOT
ONLY DOES THAT ENABLE
US TO IMPROVE OUR SERVICE
TO QUR CUSTOMERS, BOTH
INTERNAL AND EXTERNAL,
[T ALSO WILL ALLOW US
[0 MANMIZE QUR
EARNINGS POTENTIALIN
1989 AND BEYOND”

Rl C ol fe e 1l

1
rd

ap syl
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RAW MATERIATS—BAUXITE AND ALUMINA

Kaiser Aluminumr’s mw mater-
ials division mines bauxite, an
aluminume-bearing ore, and then

. -xeﬁnes itinto alumxna, the inter-
mediate material from which

- lia, whxch tefines Austmlxan

3,

aluminum is made..

Strong worldwide alumina
demand and prices, and. sngmﬁcant
xmpmvements in producti ty and
plant process technology;

bined to produce outstanding oper- ’
ational and fimancial mults for the -

division in 1988, - . .
The division pamcxpates in

- .. -the international baux:telalummaf o
" business through.

v 49%-ownedl(mser

¥ %W‘ Sﬂ :wm Mw 267
N Ny it ot (-«_-;4 .{,,.,,;_g\n e‘p) -t vy Loy, \?""\:ﬂ‘“ Tt
“Batixite 60@ - arestart of operatigns in mn!‘1989. ..

Kaiser’s
latgestsoun:e ofbaux:teore; T

» Awholly owned alumina -~ - ~

refinery at Gramercy, Louisiana,

.which obtains its bauxite-

trom KJBC;
* 28.3%-0owned Queensland
Alumina Limited (QAL) in Anstra-

- ners of Iamalca (Alpan), whxeh -

mines bauxite’ and xeﬁnes 1t

. mto alumina,: g ,-._:‘ :

" AfKJBC, sales xevennes and

" :"volumes mcreased in 1988 and.

e employees achxeved the mxlesmne: o

‘ot threemzlhon work homs thh-

out a lost-time accident. Produc-
tion is expected to increase further,
and the total volume of bauxite
‘shipped by KJBC is expected to
increase by about 15% in 1989.

Gramercy and QAL set produc-_
~ tionrecords in 1988, operating at "~

better than 100% of theirrated =
annualcapacities. These facHities’
are expected to produce ateven.

- thesuongalummamarketan
" pmddnnnstgym o
' Thebauxmemmmandal e
: ‘*mmateﬁneryouﬁpan,;omdy
o awnedm:hnmmsmwg
are being prepi

Kaxser Alummnm and Hydm
Aluminium a’s, a Nomgun com-

pany, have announced theirinten~ *. ™

* tions to purchase Reynolds’ so% :
share of Alpart. The purchase
would result in Kaiser Aluminum
hzving majority ownership in, :
>+ and management msponsihih
f"" Alpart. . 5
Alput's openmons wexe’sus-
pended in 1985, laxgely dne m  low
alumina’ pneec. At that tnne, excel-
_ lent progress was bexng mzde m

) redncmgopemungcgststitugut,

L+ andKaiser Aluminum itends t5;
. mmmxzetheopemnon’spoten
naltobecomeama)orcompeu

—tive force in the merchant oropen: =~ =
. market. The refinery is expected: 5. ...

highexlevelsin1989tohe!psu ly
=

mercy, and QAL over the next tw:
yea®& maintain the facilities’
high operating mtes, itiplement
Entthet process techn
improvements, satis ty and
environmental control responisibi
ities, and refurbish production
equipment at Alpart.

Up to now, the majority of ti
division’s alumina has been con-
sumed by Kaiser Aluminum smel
ers. Naw; however, the dmsxon’s
suamegy haa;slnfted toward supply

1‘» mgmoxealummztothudpartxee.

Inngg,forthe ﬁmttune mer-
chanzmarketalnmmasahsm

ﬁu@mwwwmd  to, exeeed internal aln,@,
;1 minx transfers. Couequendy; ‘the

divr.sﬁ' is rapidly evolving &om a
Qo ion principally responsw
to internal demands to one on;;_.
ented to customer needs in the's”
world alumina and bauxite market

to increase production to the " ALUMINA—OPERATING RATEAND SALES
. % ofRated Capaciry Unlization®
1,000,000-metric-ton-per-year. x: I Sales. L
rate in the third quarter of 1990. B8 Internal Transfers =
: : : *Includes Kaiser Alunmunum’s share of

Capital expenditures, which lpares capacity. .
will rise in 1989, will be used to
expand capacity at KJBC, Gra-




The primary aluminum products
division reduces alumina into pri-
mary aluminum metal for use by
the company’s fabricating plants
and for sale to others.

1988 was an excellent year for
primary aluminum products. Divi-

»
AT I by e s 1R B T S e AU ¥ wwmnd
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PRIMARY ALUMINUM PRODUCTS

strong aluminum demand, the divi-
sion operated at 95.7% of capacity,
and metal output reached more
than 649,000 metric tons. Of

this total, more thanz75,006° . ¥ "

metric tons were sold to outside
customers.

end-users, and the London Metal
Exchange terminal market. In
1989, the division plans to marke
about 340,000 metric tons of met
to outside customers.

= Selling products forward —
i.e., for future delivery—on a finr

; sional financial results benefited The high ingot prices of 1988 price basis in order to manage the
1 from improvements in operating made Kaiser a relatively high-cost risk of adowntum in ingat prices
t efficiency and all-time-high ingot producer, because the cost of alu- Appmxixﬁately one-half of 1989
: prices. New highs were recorded in mina and other raw materials rose prodaction available for sale to
other areas as well. For example, with the upswing in aluminum third parties hasbeen pre-sold.
employees at the Vaico smelter in prices, and some labor and power In technological advances,
Ghana set a new mdustry standard’ costs are indexed to ingot prices. " the di'vision has perfected and in-
for safety by working six: mxlhon ... But yhxle the company expen : stalled retrofit technology in all
hours thhout a lost-time accident. o " ences higher co costs wheni ingot " the simelters it manages (Mead,
- employees at A.nglesey in Wales -... prices are high, it benefits ixom 5. L ‘Ihcor;na, Anglesey, and Valco).
= ,wms -4 and-Mead Washington,. stabhshed,,&; ssrsuJower.costs,when ingot prices, dm?“yg»wm%s m?gy@whmh include
... . -their highest monthly operating . . This ability to compete -, the redesign of the czthodos and
rates, and set energy efficiency . throughout aluminum price cycles anodes that conduct electncxty
records.... Mead posted its best-ever ‘means the division should be able. ' tim'mgh reduction cells, improvec
. ; safety record. ..andAngleseypm- R toconunnetoopeutexts smelm feed"sysmthataddalumma
‘duced its highest volume of value- ' . atvirtually full capacity in times of the cells, and the computerized
added products. Responding to economic downturn. Celtrol® system that controls
g To market this full produc. energy flow in the cells, resulting
. - tion, the division is continuing to in more efficient energy use —
C "‘emphasize*:hmexay trategids: " "f’f“‘au&sé‘s 't
e Sellmgmomvalue-added . the u:ldnstry’s newer smelters.. -
- . pmdncts. For example, at Anglaey‘ 'E‘he i

- . EMPLOYMENTAND PRODUCTION AT |
KAISER-MANAGED SMELTERS-

B Production in ocos Metric Tons
Employees:

B Hourdy

W Salaried

customc:base, snchas tmdemes-«

Selhngtoamomdmmﬁed

> g !.J. -

B
i

ancem othetpmdncexs amnnd 141

\ ‘globe andexpectstoexpandlts

wchnmlsalmffm in1989..

Thegmnaty:[nmmum proc

. nctsgmnpplansmspendabom

$25 millien ofcapml in 1980
These expenditures will be aixxre:
at improving process control sys-
tems and carrying out other proj-
ects to increase efficiency and
produxctivity.




DICK HUMPHREY,
CORPORATE VP
PRIMARY ALUMINUM, WITH
STAFF ENGINEER SUE STEJER
ANDOPERATOR DOUG TARLIP
AT THE MEAD SMELTER:
HIGH INGOT PRICES WERF
A MAJOR FACTOR IN 14%3
RECORD EARNINGS.
EQUALLY IF NOT MORE
DMPORTANT IS THE
PROGRESS WE MADE IN
STRENGTHENING THE
BASIC STRUCTURE OF OUR
BUSINESS. WITH FULL-
CAPACITY OPERATION A
REALITY, AND CONTINUED
PROGRESS IN
PRODUCTIVITY ANDCOST

CONTROL, WE AREIN
POSITION TO BE AN
EFFECTIVE, LONG-TER\L
COMPETTTOR IN PRIMARY
ALUMINUM.”




e 30t Sy Tat

DICK EVANS, VP AND

DIVISION GENERAL MANAGER.
FLATROLLED PRODUCTS
(LEFT", WITH VP AND WORKS
VIANAGER RAY MILCHOVICH
AT THE TRENTWOOD
STANDCOLD MILL:

‘WE ARE DETERMINED
TO TAKE FULL APWANTAGE
OF QUR ADVANCED
TECHNOLOGY.
GEOGRAPHICAL LOCATION.
AND SPECIALIZED
PRODUCT MiX
TO IMPROVE FURTHER OUR
SALES AND SERVICETO
CUSTOMERS INTHE
BEVERAGE CAN, AEROSPACE.
TRANSPORTATION, AND

INDUSTRIAL MARKETS.”




FLAT-ROLLED PRODUCTS

The flat-rolled products division,
-he largest of Kaiser’s fabricated
products businesses, is focused on
‘serving the needs of customers in

. threé principal aluminum markets:

* Beverage containers, a
growth market in the U.S. and
gverseas, especially in Asia;

» The aerospace sector, which
s benefiting from increasing de-
mand for commercial aircraft; and

* The tooling plate and com-
mon alloy coil segments of the
distiibntoi market, where usage

~is rising because of the high level -
of U.S. industrial activity. ™
" The company’s ability to

oo Pt it ng TR AT ey "‘M"’"I ot TS G

" 5érve these markets effectively
has been greatly smengthened by
the modemization and quality
and service commitments mad..
at its Trentwood, Washmgton,
ollingmill, ~ :
The division’s general market.
.ng environment has been aided
. over the past two years by higher
wo:ld demand for fabncated pmd-
. ucts and the deprec:anon of the
SNEN doﬂa; wlnch have conttih-'
uted toa ma;or mcxease in U.S
exports of ﬂat-mlled pmducts and
‘_ decxease in unpons.Thue trade
developments, togetherw_xth hngher
r:output and unpmved quahryand
‘costsat Trentwood, have substan-
tially sttengthened that mill’s rela-
nve competmve posmon. s
7 Management is aggxessxvely
Tursuing a strategy to take full
Jvantage of Trentwood’s advanced
technology, geographical location,
and specialized product mix to
improve further its sales and profit
potential. Average price realizations

on all products increased about
14% during 1988, despite only
muodest increases in beverage can

.. stock, the division’s smgle largest

‘product line. Further increases in

average prices are expected in 1989,
Trentwood's ability to manu.

facture products with superior

gauge, flatness, shape, and metal-

Iurgical properties is the result of

a five-year, s2 50 million capital

spending program that has provided .
-state-of-the-art hot and cold rolling - -

" equipment and i xmpmvements in

ensure Trentwood's capability to
produce a full range of highly com
petitive can end stock materials,
New projects currently being engi.
neered for 1989-91 installation
include modemization of equip-
ment for producing heat-treat
products,

The flat-rolled products capita
spending and marketing strategies
are supported by the division’s
advanced research and develop-

" ment activities conducted at th'e'

Center for ’Iéchnology (CFT}in |

 operating methods. - ‘ Pieasanton, Cahforma. Personnel
~ The plant’s capacxty, product tr, atCFT use theit scientific and
quahty, and operating effg}?ﬁgc)r’ i %&M' Sech »wwoglg! skxlls o enhance‘\;the
“were stxengthened n 1988 through = .. company’s compenuve posmon
the mstallatmn of fully computer- in the i important can stock and
ized eqmpment that simuitane- aemspace markets. This is accom-
ously scalps theface and sides ofan phshedbydevelopmg and ensurmg
" ingot to pmduce a mxmr-like sur- “the pncual unplementanon of
face. The new equipment is allow- improvements in plant process.
ing the plant to cast and process-an technology that lower pmducuon
increased number of wider, longer, costs and/or strengthen product ...
and thicker ingots. ‘ quality, and by working with 0k "”
In 1988, Trentwood's produc- operating and sales personnei.;;.;gang
tion volume rose for the fourth con- to enhance exxstmg pmducts 2
secutive year. Eﬁ:ployees made and develop uew ones. TP
progress in lowering costs and -
strengthening product quality, cus-
tomer service, and product mix. ‘
The single largest capital

project currently under way at
Trentwood is the installation ofa
s3o million, high-speed, wide-coil
coating line to accommuodate the
can industry’s move to expand pro-
duction of lids from wide coated
coils. Scheduled for completion

in mid-1990, the new line and its
related handling equipment will

TRENTWOOD MARKET SECMENTS —133%
BY REVENUES

B CanStock 50%
M ATI® Heae Treae28%
2 ATI®* Common Alloy 22

*Products for the Aerospace. Transporeation.

and Induserial markers




EXTRUDED PRODUCTS

The extruded products division operate under the name of Kaiser
operates soft alloy extrusion facili- Aluminum Extruded Products.
ties in Los Angeles, California; The rapidly rising cost of
Sherman, Texas; and Toronto, billet during 1988 created situa-
Canada; and a cathodic protection tions that were favorable tolong- . .
business located in Tulsa, Okla- term sales agreements, and the
homa, that also extrudes both division entered into several
aluminum and magnesium, All such arrangements.
facilities have fabricating capabili- During 1988, extruded prod-
ties and finishing operations. ucts acquired a plating facility and
The division's major markets a painting business in Toronto to
are transportation, to which it pro- complement the existing Toronto
- vides extruded shapes for use in extrusion plant. In Sherman, a new o -
building trucks, trailers, and ship- remelt facility was successfully
ping containers; durable goods;_ * bmught on line and a mill distribu- -
defense; and bmldmglconstmcuon. tion system to support the service - L i e
_ Tt serves these markers directly and center industry was established. . =~ . e 5 ' !
3¢ s o 5t Ve tflli; gﬁ“dis" .bu»,:m. s e widbesn-The additiﬂﬂ. ofa mk and cast— e, PGS SR A s
Because of the regional . ing operation at Sherman, which SRS & o

nature of the industry, each of - allows the plant to supply its own S
the extruded pxoducts dmsxon’s  billet requirements and to sell bil-
businesses operates on asenn ~ leton the open market, represents. - L S
autonomous basis, seeking to significant progress toward the e T H
develop additional niche markets ~ division’s efforts to enhance its cap-

) having special tolexance and value- abilities to serve the product and

—— - added Iabricating zequuexnents. . service demands of its customess. et T .
‘ Metal procurement, technolt)gy, ' Inaddmon,xtallows tlieuse B e Bt R £

andmkeungggfommshmed . of remelted scrap instead of

e

by the busmeséés,all of’ wlnch

' new metal. thus loweung

pmducaon costs. '
For 1989, the Ins Angeles plant

xsstudymgmsmllmonohtsm .-

sxon’s strategy for the ‘r’um:elsone .
ofvalue-addedgmwthandmanon Ve

MARKETS SERVED —-1483 —3Y VOLUME .

A Transportation 33%

& Discribucton 15%

B Exporrio®s ) » ) )
B Building'Construction 9% - T < G
B Otherz3%




IMOWEN, VP,
EXTRUDED PRODUCTS,
AT THE LOS ANGELES
PLANT

“OUR VISION OF THE
FUTURE IS ONE OF GROWTH
—BOTH VALUE-ADDED
GROWTH, AND NEW
REGIONAL BUSINESSES.
THE PURSUIT OF A
NICHE MARKETING
STRATEGY, COMBINED WITH
AN ORGANIZATIONAL
CULTURETHAT
ENCOURAGES INNOVATION,
QUALITY, AND SERVICE,
WILL BE THEKEY
INGREDIENTS OF FUTURE
GROWTH.”
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EDCOYNE VD
ROD, BAR. AND WIRE
(RIGHT, WTTH PLANT MANAGER
JACKODELL AT
THE NEW MACON RACILITY
“ (988 WAS A
TURNING POINT:

WE BECAN A 528 MILLION
SPENDING PROGRAMTO
INSTALL STATE-OF-THE-ART

CAPABILITY AT NEW -
PLANTS IN MACON AND
JACKSON.

THIS WILL BUILD ON
STRENGTHS AT NEWARK.
REDUCE COSTS, IMPROVE

THE QUALITY OF
PRODUCTS WE SELL TO
UUR CUSTOMERS
AND THE SERVICE WE
OFFER THEM, AND
INCREASE CAPACITY BY 25,
1989 WILL BE OUR
‘YEAR OF TRANSITION TO
MORE FQCUSED OPERATIONS
IN A MULTTPLANT
ENVIRONMENT

L
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: m rod, bar, and wire (RBW) div-
S : jsdon, v .7 is based in Newark,

' wire products in the U.S. Its prod-

et mix consists of screw machine

stock, redraw rod, forging stock,

and coiled wire products. These

pmduct': -re sold to customers

" in the cuasumer durables,

" tnsportation, aerospace, ord- -

nance, and other markets.

. In1988, RBWbeginaszy.
*.__million capital spending progxam

" that carries forward a busmess

- strategy of o

manufacturing operations; - .
Lowenng production costs;
. Increasing capacity by
about 25%; and "
- Improving product qnahty
and customer service.
-t of this market-driven
E stmteg;, aeveral product flmshmg
i’ ' opemtxons are bemg expanded and

Rt n’

LS nlocated mto new state-of the-art

.......

gt * for example, equipment will range
. from; a computerizéd tensile tester
im:l-::' mgpmductquahtyto an

é

B

i

R 1

. | .§
E

3 Ohio,lsthesecondlaxgutmann-
' bcmxerofa.lummummd bar, and

S8 Maconand]acksoneachwill
_f‘(')cusonasmglepmdn
kcksop,'{tnnessee.AtMacon, e

mgopeunons.

that combines drawing, straight-
ening, burnishing, cutting, and
packaging into a smgle, contm- ‘
uous operation.” .- .

The Newark facxhty opexated

near capacity in 1988 and expects
continued strong demand for its
principal products in 1989. Newark
will continue to operate its modem
remeit facilities, its ro-inch mill,
and its 6600-ton indirect extrusion

press—the lazgest indirectpressin
the U.S. In 1988, Newark’s capabil- -
1tywasupgmdedtopmducefmgmg. D
'stockmthad:ametetofupwn
" inches in order to meet customers’

The pmductnnxatNewarkwillbe
’ snmphﬁedtomatchcompetmve

stxeng:hsmbdlet,fotgmgsmck,

"% and hard-alloy redraw 1 rod. Newark

also will supply raw materials to
Macon and Jackson, as well as to

the company’s forging plants in
Ene, Pennsylvama and Oxnanl

- 1«*-»"

geted to spec:ﬁc custoniefrneeds,
in order to unpmve the service,

quality, and econonncs o£ Hms

" The Macon&cx.lny,
Georgia Wire Emducts,wi]l ' !
dedicated to pmducmg coiled wire :

products, mcludmgw_eldwueand.-‘
- - screw machine stocK wite prode: 34

ucts, for a variety of end uses rang-
ing from fasteners to zippers to

" cable TV coaxial cables. Produc-

tion of both coiled wire and screw
machine wire is expected to be
fully operational in mid-1989.

The Jackson facility, named
Tennalum, wiil concentrate on

- stock and other extruded rod and -

bar products for customers in the
autometive, aerospace, electronics,
consumer durables, and ordnance
markets. It should begin operations
in 1989 and be finishing all of the
division’s screw machine stock rad
and barproducts in 1990,
1989wxllbeayearofuansi:,

tion to simplified and focused

) ymanufacmnng operations ina ;.

B muln-plant environment. To assuxé
! custamers of a continued high level

. et Spciifying and.focusmgwawamm -+ réquiremnents | for.this larger size... gt of product quality-and service dur--

s mg.thgtmnsmon to the new facili-

ties, dual or duplicative operational
- capaluhty is generally being mam

" 'tained at Newark until the new- -

* facilities have praven their abihty

to meeet fully their customers’ qual-

QUALITY AS MEASURED BY CLAIDM-FREE.
PERFORMANCE S
% of Orders Shupped g“f .

~q
n




FORGINGS

The forging division operates pro-
duction facilities at Erie, Pennsyl-

i3

»%- . MK Commercial Teansportation... -
W Aerospace
.. Ordnance .
Ny ‘\da:hmexyandﬁqmpmenn
-1 Marine.

- A
LN avh

< ..('r "f\f _J‘Z:“ eI g

to specific customer needs. The
Erie plant, for example, is using its

vania, and Oxnard, Cahforma, and computer-aided design and manu-
-is addmg an s11 n:ulhon iacxhty at facturing (CAD-CAM) systems
Greenwood, South Carolina. The to design and produce dies for
division’s strategy is to continue structural aerospace parts, for
to grow as a2 major supplier.of high- automotive and truck parts, and
quality forged parts to customers in for complex parts for the
the transportation, aerospace, ord- ordnance market.
nance, machinery and eqmpment, The Oxnard plant is the pri-
and marine markets. mary supplier of machined and
The hxghstrength-to-wexght assembled fo:ged aluminum hubs
_ advanuges of forged alumimum sold to the major truck ‘manufac.
Tax . parts, aswell as efﬁcxent produc- * ) (t}:gr; m‘t.he Us. and Canada. Its _
- -tion techmques and xmpmved gist " increased avaﬂabdmes and suate-’f‘: A
SR quahtymeasures,hzveenabled '-'gchonthemCahiomnaloanon s
e wwesesiia i division torexpand and. M;@ﬂw havealsg gggbmeﬁg&qq%w . ‘Mﬁ‘w‘iﬁmﬂzﬁ;’lﬂgﬁ s
trate hgbmlumgmm applica- ~"a significant supplmofhand .
; tions for its products. .. ) forgings to the aemspace market.
. ~ Both the Ere and Omaxd . Another important customer is the
A plantshzveexpandedtheucapabd- =7 medical technology market. One ™
T rjesand product lines in response - - example of such products is the

forged rotor of a centrifuge, a piece
of equipment widely used by hospi-
tals and medical/scientific research
facilities to test blood samples By

spmmng them at lngh speeds; thus

Hmyemphasmonfedeully-‘-‘:_ .
mand:mdautomouvesaﬁetyeqmp‘-?_‘_

thh ‘additional oppormmnes to
. increase its participation in the-
that a low-cost, focused facility
would be required to serve cus-
tomers in this market, the division
is building the new plant at Green-
wood. Itis scheduled to be in opera-
tion in the second half of 1989.

.-~ ::‘;S I arH




JOE BERNAT, VP,
FORGINGS, AT ERIE,
WHERE THIS COMPUTER-
AIDED DESIGN AND
MANUFACTURING
CAD-CAM! SYSTEM IS USE!
TO MAKE DIES FOR
AEROSPACE PARTS WHELLS
AND MORE.
“EFFICIENT PRODUCTION
TECHNIQUES AT OUR
EXISTING ERIE AND OXNARD
PLANTS, ALONG WITH
THE QUALITY OF OUR
PRODUCTS, HAVE GIVEN US
THE BASE FOR EXPANSION,
WE'RE BUILDING AN
$11 MILLION PLANTIN
SOUTH CAROLINA TO
PENETRATE HIGH-VOLUME
APPLICATIONS FOR
OUR PRODUCTS ESPECIALLY
IN THE AUTOMOTI £
MARKET”
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FINANCIAL REVIEW

FINANCIAL RESULTS

1988

On October 28, 1988, a subsidiary
of MAXXAM Inc. acquired Kaiser-
Tech Limited and its operating
subsidiary Kaiser Aluminum &
Chemical Corporation. The acqui-
sition has been recorded as a pur-
chase with Kaiser Aluminum
financial results reported for the
ten months ended October 31,
1988 (Predecessor) and for the two
months ended December 31, 1988
(Successor). .

During the first ten months of
1988, production and shipments
increased significancly from 1987
levels. While raw material, energy,
and labor costs increased during
this period, Kaiser Aluminum real-
ized higher prices both for primary
metal and for fabricated products.
These factors and the effects of
process improvements and cost -
reduction programs at the plants,

coupled with savings in overhead ..

and administrative expenses and
lower interest expense, resulted in
income from continuing opera-
tions of s 144.7 miilion and net
income of s175.7 million for the
ten-month period. Net income

included a loss from discontin- - . ﬂ

ued operations of s5.o millien.
(see Note 4) and an extraordinary
income tax benefit of $36.0 million
(see Note 12).

18

. which requires full consolidation

In accounting for the purchase,
Successor recorded the assets and
liabilities of Predecessor at esti-
mated fair values. Inventories were
adjusted-to fair market values and
investments in plant and equip-
ment were adjusted also (see Note
2). At the same time, Successar
adopted the last-in, first-out
(LIFO) method for financial report-
ing purposes for valuing sub-
stantially all product inventories.

Kaiser Aluminum continued .
to experience favorable resuits from

- . - operations during November and

December. Minor effects on the
income starernent which wege -

- ;‘-_‘.'ca‘u' ised by‘ pnmh as'e":accou!in'ngr{?emm LA e ey S Y AT RN Py e

adjustments to asset values tended
to be offsetting. For the two-month
period, Successor reported net
income of $28.1 million. These
eamings excluded the operating
results attributable to all assets
reclassified in the purchase transac-

. tion as assets held forsale {[see Note .

4)- The principal assets reclassified

.. were the smelter and rolling mill in PSR
_.-Ravenswood, West Virginia, which
- have been sold subsequently.

In 1988, Kaiser Aluminum

. adopted the provisions of Financial

Accounting Standard No. 94, ' -

of all majority-owned subsidiaries T
(see Note 3). Previously, the Com-
pany did not consolidate subsidi-
aries that were less than wholly
owned. The 1987 financial state-
ments and the 1986 balance sheet
have been restated.




- and 1987
Luss provisions including asset
write-downs were the primary cause
of the net losses incurred by Kaiser
Aluminum during 1986 and 1987.
Operating losses from aluminum
activities (before loss provisions)
were a contributing factor in the

. :0ss experienced in 1086, but
were not significant in 1587.

The net loss in 1986 was $32.7
million. Results from continuing
operations before taxes includeda -
loss of $59.4 million associated . . .
with the write-down of oil and gas
- :rves which have been sold sub-

sequently, 2 gain of $16.9 mitlion™<~¥*"*" factiring business, idle apd’ *=++ ==

from the sale of part of the Kaiser *
Aluminum interest in Anglesey
Aluminium Limited, and a gain of
s19.5 million resulting from the
cancellation of a long-term natural’
«as supply contract. Kaiser Alumi-
n.:... recorded a gain from discon-
tinued operations of $45.2 million,

primarily from the disposition ofa -
real estate business and the adop-- - **.

6 ¢
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CAATaL SPENDING
un mallions of dollars

-The operating income of §3.3~mil-'3f"" T
. lion in 1987 (excluding the $366.r "+ ™= - -~
x: million restructuring provision and- 7 “ 2357

=-“'m 1986 due'to several factors. Proc- wE

tion of certain provisions of Finan-
cial Accounting Standards 87 and
88 relaring to employer accounting
for defined benefit pension plans.
The operating loss of $94.2 million
(excluding the write-down of oil
and gas reserves) occurred prin-
cipally because of low prices
throughout the aluminum
industry. '

The net loss in 1987 was

. $354.9 million. The losses from

continuing operations before taxes

= included loss provisions of $366.1 - *-

million, principally attributable -

to the electrical products manu-

uneconomic primary aluminum
production capacity, and oil and gas
properties, most of which have

been sold subsequently. Inaddi- ~"
tion, the financial results included

a gain before taxes of $68.8 million
from the sale of Kaiser Aluminium
Europe Incorporated and the saleof - = - -~
a food service packaging business. :

thes688mﬂhongamfmmasset Telosde . e e LT
Sales)wasasubstanual lmpmve- e® el e e o abee
“*ment over the loss of s94.2 million’

_ess improvements and cost reduc-" - < o -
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tion programs as well as savings in
overhead and administrative
expenses contributed substantially.
Shipment volume from the temain.
ing production facilities improved
and primary aluminum prices
increased sharply.

In all three years, depreciation
based upon replacement cost
would have been higher than depre-
ciation based upon acquisition cost

_of the assets,

CAPTTALSPENDING = . =

Most of the $277.0 million in cap-
ital spending during the past three

e s \u;,m:-h4;.s- b'e'e"l't”o'im’p'ib{,é‘efﬁ:" . g .

ciency and expand capacity. One of
these projects was the installation
of equipment at the Trentwood roll-
ing mill in Spokane, Washington,

to allow the plant to cast signifi-
cantly larger ingots from which

-important flat-rolled products are

made; another involved initial
spending for a new, high-speed,
wide-coil coating line at the sdrte
facility. Portions of the Mead,

" Washington, smelter were modem-

ized, lowering operating costs and. -

improving the plant environment.

In addition, a program to convert to

"~ large, enérgy-saving anodes began

at the Valco smelterin Ghana.

20

Last year, spending was autho-
rized to build three new production
facilities. The rod, bar, and wire
division is expanding in Macon,
Georgia, and Jackson, Tennessee,
and the forging division is expand-
ing in Greenwood, South Carolina.
These plants are expected to be
completed during 1989.

FINANCIAL POSITION

During 19088, Kaiser Aluminum
used cash from operations and
from asset sales to reduce debe

by $334.6 million to $606.2

million on December 31. This total

included 5506.4 million outstand. -

ing under a 1986 credit agreement
with a group of banks and 599.8
million in other debt and lease obli-
gations. The credit agreement with
the banks includes a term loan that
matures at year-end 1992 anda
$165.0 million revolving credit
facility that expires at year-end
1989. No borrowings were out-
standing under the revolving credit
facility at the end of 1988. Cash
and equivalents as of December 31,
1988, were $209.5. Cash flow from

‘operations is expected to be suffic-
* jent to meet planned capitat

éxpenditure requirementsand

schedunled debt repayments. "™ ”.
Historically, Kaiser Aluminum

has participated in several offshore

" ‘joint ventures. As of December 31,

1988, debt obligations of affiliates
for which the Company is respons-

" ible and which were not recorded

on the balance sheet amounted to
$257.6 million.
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SUMMARY OF REVENUES AND INCOME - .

Kaiser Aluminum & Chemical Corporation and Subsidiary Companjes

Successot Predecessor
. Two . Ta
Mg:ctfs :nl:enru? Months End?xl. Years Ended Decerber 31,
mihons of dotlars: 1938 L. 1938 987 o 1986 1984 B
REVENUES:
Net sales — aluminum
Primary $110.0 S 472.7 $ 2067 s 933 5 443 s 2194
Fabricated 152.3 1,317.1 1,679.8 1,765.4 1,608.0 1,629.3
Other 35.8 131.6 116.4 108.4 131.7 87.0
Total net sales 298.1 1,921.4 2,002.9 1,967.1 1,774.0 1,935.7
Other IL.4 46.3 04.8 68.7m - 62.3 32.4
Total revenues $309.5 $1,967.7 $ 2,097.7 5 2,035.8 $ 1,836.3 $ 1,968.1
Income (loss) from continu- -
ing operations before ‘ : e
income taxes and N .
minority interests S 47.5 $ .252.7 .. 8 (204.0° - $ (1209 $ (364.0¢ s (212.2)
Provision {credit) for income J . - C .
taxes 18.3 102.4 46.8 " (43.0) . {165.7} {x50.0)
. Income uUSS) Emm Cﬂﬂﬂnll- e et s Fom T Ry AR AP 4 e DTN ANREE, it i R B J«.«Mﬂrm
“""ing operations before ' ' o ,
minority interests i T 20.2 " 150.3 (3408 (779} - {198.3) (62.2)
Minority interests {r.r) : (s-6) - (2.7} - . - :
Income {loss) from continu- : : - ‘ ’ e
ing operations 28.1 . 144.7 (343.5) - =" {77.9) " {198.3) {62.2)
Discontinued operations —
net of income taxes:”
Income from opera-
tions 5.9 1.7 26 T 16.8% 25.5
Income (loss)on : ‘ RO S
dispositions > (10.9) (a3.1y* - 19 - (s} - (6o.7).
Income (loss) from discon- Co e T ) SR e ke
tinued operations Comen T e enst(g0) s T (11.4) 23 peig ¥ ramresl gy g% . (355,,.
Income (loss) before extraor- - 7 F ol bt TR N L e e e . - %\
dinary item ... .o 281 . . 139.7 - {354.9) © ¢ - (327 ¢ (186.5) (97-8)
Extraordinary income — T s L LT "
* tax benefie® - op dazee haesam 36,0 A oo mvmnrgu e gy gtk L et
Net income loss) T s 2807 T §TIIS Vg (354.9) T 87 (32:7) T s (18655)7 s (97"..3:}?'

(£} Restated for the adoption of Financial Accounting Standard {FAs) No. 94 requiring fuil consolidation of mznmy-owmd subsidiaries.
{2) Includes gains of $16.1 from the sale of the food service packaging business and s52.7 from the sale of Kaiser Aluminium Europe Incorporated.

{3} Includes a gain of s20.3 from adoption of FAs Nos. 87 and 88 relating toemployeramunnng for pension plans, s1.7 in other revenues and 318.§ mdumnnmnd '
operations. Alsa includes $32.5 from cznczllanon of 2 long-term gas supply contract, 319.5 in other revenues and 313.0 in discontinued operations.

{4) Includes a loss provision 'of $366.1 for restrucruring of aperarions consisting principally of write-downs of the electrical products manufacturing business and idle
and uneconomic primary aluminum production capacity, and provision for the loss upon dispesition of oiland gas properriss.

{s) Includes 2 write-down of oil and gas reserves of s59.4..

{6} Includes write-downs of the Baton Rouge, Louisiana, alumina uﬁnuy, as well as several smaller assers, rotaling s211.0and s0.8 innother costs sad expenses and
- income from discontimed operations, respectively.

(7 Discontinued operations consist of the agriculturai chemicals, refractories, tzading, rea} estate. and industrial and speciaity chemicals divisions.
{8} Includes a loss provision of $33.9 related to certain operations and businesses that were discontinued in recent years
(9 The extraordinary tax benefic results from utilization of net operating loss carrvforwards by domestic operations.




" CONSOLIDATED BALANCE SHEETS, DECEMBER 31, 1988 AND 1987

Kaiser Aluminum & Chemical Corporation and Subsidiary Companies

Successor Predecessor
muthions ot cotlarst 1988 198~
ASSETS
Current assets;

Cash and cash equivalents $ 200.§ $ I31.7
Receivables:

Trade less allowance for doubtful receivables: s7.6 in 1988 and s7.2 in 1987} 264.4 230.2

Other 56.9 80.7
Inventories 4514 4799
Prepaid expenses 4.3 20.§
Assets held for sale 336.6
Current assets of discontinued operations — net 44.6

. Total current assets 1,323.X 987.6

Investments and advances — related parties 353.§ 204.4
Property, plant, and equipment — net 668.9 950.5
Noncurrent assets of discontinued operations — ‘net 202.3
Other assets §8.7 II1.g

“pat $2,404.2 $2,546.7
LIABILITIES AND STOCKHOLDERS' EQUITY '

- Current liabilitiest s . « ok T atrgy ey LI e AR s e e LI e 1k X DR i SARAT TG L 5 et g TN
Accounts payable _ s I51.0 $ 1510
Accrued wages, interest, and other liabilities 200.3 202.2
Income taxes payable 59.6 36.7
Payable to affiliates 177.6 133.9
Long-term debt — current portion 117.0 53.5

Total current liabilities 70S.5 5773
Long-term liabilities 188.2 160.3
Long-term debt 489.2 887.3

- Deferred income taxes - 765.6;

Deferred income - . e o A5 .
_ Minority interests - ' : 20 - .

Redeemable preference stock—aggregate hquxdauon . e o ik

" value of s130.4 at December 31, 1988 62. ’38.9
Stockholders’ equity: . '

Preference stock—cumulative and convertible, par value s100, authonzed 1,000,000 L

shares; issued: 103,314 shares in 1988 and 112,532 shares in 1987 - 7.8

" Preference stock— cumulative and convertible, par value s1, stated value s50, e

authorized 10,000,000 shares; issued: 600,000 shares (aggregate liquidatian value

of $30.0 at December 31, 1988) 6
Common steck, par value 33/ cents, authorized 100,000,000 shares; issued:

44,899,320 shares in 1988 and 1987 . _ 15.0 5.0
Additional capital 8074 3ST.6°.
Currency translation adjustment 52
Retained eamings 26.4. 376.6

Total stockholders’ equity 947.2 260.2

Total ' $2,404.2 $2,546.7

The accompanying notes to financial statements are an integral part of these statements.
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STATEMENTS OF CONSOLIDATED INCOME

Kaiser Aluminum & Chemical Corporation and Subsidiary Companies

Successor Predecessor
onths Enm i
M i Months Eaded % : .
ullions o dollars December 51, 1088 Uﬁoum??l- HLE thnb::li?:;f Dwtmbcr&?x&?
REVENUES:
Net sales $298.1 $1,921.4 $2,002.9 $1,967.
Other 114 46.3 94-8 68.:
Total revenues 300.5 1,967.7 2,097.7 2,035.!
COSTS AND EXPENSES:

Cost of products sold 226.7 1,462.4 1,692.7 I7IS.:

Depreciation : 7.7 69.6 97.7 106.¢

Selling, administrative, research and development, ‘

and genernl 14.6 89.7 114.3 128.¢

Interest 8.2 * 69.6 106.1 - £27.§

Other 4.8 23.7 14.8 78

Restructuring of operations 366.1

Total costs and expenses 262.0 1,715.0 2,391.7 2,156.7
Income (loss) from continuing opetanons before income o ’

,. taxes. aﬂd.mlﬂ()ﬂt}' mterests..... o 57 e Ao ey S T T R AT T 47.5 PR 252.7‘»'1‘4-5*.:%3&— (;94'0,»;_5; - “‘-7f'ftrzdfg
vaxsxon {credit) for income taxes ‘ 18.3 " 102.4 - 46.8 {43.Cc
Income (loss! from continuing operations before ) )

minority interests 20.2 150.3 {340.8) (779
Minority interests (1.1) (56) - {3.7) e
Income (loss) from continuing operations 28.1 144.7 {343-5) (779
Discontinued operations — net of income taxes:

Income (loss) from operations 5.9 1.7 26.1

Income (loss) on dispositions {10.9) © {23.1) 19.1
Income (loss) from discontinued operations (5:0) 7= '{"(x’f.&.)’ ! T4s2
Income (loss) before extraordinary jtem ~, 28.1 139.7 RS 323
Ex:raordmary income — tax benefit 360 . sy ¢

" Netincome(loss) = s 281 S 1787 -

) ﬂpaequxhgmywﬁmdﬂmmmmminuyﬂpanof;h&esaww&

hdad v > anan RS - - . ey e 0 s
N R o S . N B A




- STATEMENTS OF CONSOLIDATED CASH FLOWS

Kaiser Aluminum & Chemical Corporation and Subsidiary Companies

Successor Predecessar
Two Tz
Months Eaded Mouoths Eaded Year Ended
millions of dollarst December 31, 1988 Cerober 31, 1988 December 35, 1547
OPERATING ACTIVITEES:
Net income (loss) s 281 $175.7 ${354-9)
Adjustments to reconcile net income (loss) to net cash provided by
operating activities:
Depreciation 7.7 69.6 97.7
Deferred income taxes {-1) (rg} - 6.9
Net (gain] loss on asset dispositions and write-downs (6.3} 350.8
Equity income, ner of dividends received 12.6 {44-6} (15.9)
Exchange loss 1.2 4.6 4.6
Increase in redeemable preference stock 8.0 1.8
Increase in minority interests 1.0 5.6 2.4
Changesin: . '
Receivables 17.0 {37-a) 29.7
Inventories {5-7) (86.7) I72.6
Other assets 6. .- - {6.0) _{61.0)
Accounts payable and accrued liabilities 9.6 28.5 (13.0)
" Income taxes payable 12.5" . 20,3 - (6.7)
“‘y'—':);-'-&‘.')u.}'M:‘“,‘“Wmﬁmonthet!iahﬂiﬁﬁ‘ & S A o AR S I ST I W e LY ‘.8,'8.)::‘T Y 45'5 T 75.1
Net cash provided by operating activities 86.7 - 178.8 300.1
INVESTING ACTIVITES:
Proceeds from disposition of property and investments 204 236.5 220.6
Redemption fund for preference stock 3 o 7.2 - {43}
'Capital expenditures {x3.5) (82.1) (86.7}
Net cash provided by investing activities 7.0 161.6 . 129.6
FINANCING ACTIVITIES:
Repayments of long-term debt and notes payable (28.3} {293.8} {474-9)
Dividends paid L . RV - . ¢ B (4.1)
Contributed capital SN e ... 64 250
Long-term borrowings ‘ " 2
Capital stock issued ' R AT
Redemption of preference stock )y . (rns) REERE
Net cash used by financing activities (284 ¥ (328.0) {406.1}
Effect of exchange rate changes on cash L e .6
Net increase in cash and cash equivalents S 1 1% AR ARERIR S & X 3 7 242
- Cash and cash equivalents at beginning of period 18427 .- 1367 ‘107.5
Cash and cash equivalents at end of period $209.5 S 1442 $-I131.7
OTHER CASH FLOW INFORMATION:
Interest paid (net of amount capitalized) - - - s 74 .S 763 s I17.2
Income taxes paid Sy AT a T omees 3.2 < - 520 42.3

The accompanying notes to financial statements are an integral pare of these statements.
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STATEMENT OF CHANGES IN CONSOLIDATED FINANCIAL POSITION

Kaiser Aluminum & Chemical Corporation and Subsidiary Companies

" Predeceaes
, T Veatam
;muthons of dollarsi December 31, 98
RESOURCES WERE PROVIDED BY: T
Continuing operations:
Loss from continuing operations s (77;9)
Expenses (income) not involving funds:
Depreciation 106.6
Deferred income taxes {37.6)
Equity in undistributed earnings of companies not consolidated L9
Redeemable preference stock 9.2
Net loss on asset dispesitions and write-downs 40.8
Provided by continuing operations 43.0
Long-term borrowings ro8.0
Extension of long-term borrowings 120.0
Capital stock issued (net of expenses) 8.2
Proceeds from disposition of property and investments 152.5
Early collection of long-term note : 30.0
Other {46-3)
Total . S 41544
Y RESOURCES WEREUSEDFOR: e
Property, plant, and equipment
Reduction of long-term debt
Discontinued operations — net . .
Capital stock of subsidiaries purchased from retirement plans e
Dividends c T
Currency translation adjustment
Deferred financing costs
Increase in working capital
. Total : ‘ D en o
. INCREASE {DECREASE] IN WORKING CAPITAL — BY COMPONENT: SO
Cash and cash equivalents h ‘ £
Receivables . ey TR 2
CInvemtodes . T o L B e b
Prepaid expenses--- N TR oo
- Current assets of discontinued operations —npet - -~ - e e e
Accounts payable and accrued liabilities CoTET e T
Income taxes payable . ‘ T T e sy s
Payable to affiliates . Tt TSI Y Ln TR AN T D e, R
Notes payable . SR T e e T
Long-term debt — current portion A
Total

The accompanying notes to finzncial statements are an integral pare of this satement. B © S A wiY TEATR s -




" NOTES TO FINANCIAL STATEMENTS

Kaiser Aluminum & Chemical Corporarion and Subsidiary Companies
{millions of dollars, except share amounts)

1. THE MERGER

On October 27, 1988, the stockholders of KaiserTech
Limited (“KaiserTech”) approved and adopted an
Amended and Restated Agreement and Plan of Meryer,
dated as of May 22, 1988, by and among MAXXAM
Group Inc. (“MAXXAM"), KaiserTech Acquisition Cor-
poration (“KaiserTech Acquisition’), and KaiserTech
providing for the merger (the “Merger”) of KaiserTech
Acquisition with and into KaiserTech. Kaiser Aluminum

- & Chemical Corporation is a subsidiary of KaiserTech

and is referred to as “Predecessor”’ prior to the Merger
and “Successor” after the Merger. Predecessor and Suc-
cessor are also referred to collectively as “Kaiser Alumi-
num” or the “Company.” MAXXAM is a wholly owned
subsidiary of MAXXAMInc. - .

The acquisition of KaiserTech by MAXXAM was
financed by s925.0 principal amount of Senior and Sen-
ior Subordinated Increasing Rate Notes due 1991 issued
by KaiserTech. The Company plans to use cash from

e r*‘éwopemnons and from.selected asset sales,together with .

<
a

existing cash balances, to reduce debt to the point .
that outstanding bommngs of KaiserTech and Kaiser
Aluminum can be refinanced with new borrowings
having more appropriate maturities and less restrictive
covenants. IEERE

2.3ASIS OF PRESENTATION
MAXXAM acquired control of KaiserTech on October

" 28, 1988. However, for financial reporting purposes, the

< +--v Merger is deemed to have occurred on October 31, 1988.
*Z# The use of a date for financial reporting purposes which - .
"“* - is three days later than the date of the Merger does not. --

affect significantly the financial statements of either -
Predecessor or Successor

-

TheMetgethasbeenacconnmdforas apurchase as -

s L of Qctober 31, 1988: Push-down accounting has been -
- applied to reflect the MAXXAM investment in Kaiser-

Tech equity securities as stockholders’ equity of Kaiser-

" “Tech at November 1, 1988. This push-down adjustment

has also been reflected in stockholders’ equity of the
Company (see Note 10} Accordingly, Successor has
recorded the assets and liabilities of Predecessorat
estimated fair values. The excess of appraised fair
market value of net assets acquired over purchase price
was allocated to noncurrent assets. Because of these

14
o

EatRT S

adjustments, the accompanying consolidated financial
statements of Successor are not directly comparable to
those of Predecessor. The values assigned by Successor to
Predecessor net assets are based upon preliminary esri-
mates and may be revised during 1989, as additional
information is obtained.

The following table compares Predecessor and Suc-
cessor Octaober 31, 1988 balance sheets. The changes
reflect the revaluations and changes in stackholdess’
equity described above.

_ Predecessor Successar
Qcrober 31 Qcrober 32,
t9a8 - 1933
.. Berore Atrer
) Purchase Purchase Purchase
.multions of doflarst Adiustmenes  Adiusemenes  Adusements
Current assets $1,073.9 $225.3 $L,290.2
>, Investments and advances ....252.3 ., I18.7 368.0
Property, ner . 9504 (288.3) 662.1
Discontinued .
operations - met 99.6  (9946)
Otherassets *= 54 msiveinnsin oo L JOT 5 oo o (TS0}, iy DOD
Total assets ) $2.484.1 8 (93.9) s2.3002
Current liabilities s 6280 s {47.5) s s80s
Long-term [iabilities ISL1 376 188.7
Long-term debe. 640.9 {15.6} 625.3
Other noncurrent liabilities 1063 (106.3)
Minority interests 144 144
Redeemable preference stock 4L.7 18.8 60.5
Stockholders’ equity 9oLy 9.1 9208
‘Total liabilities and
stockholders’ equity™ '~ - - . $3,484.x-. .~ § {93.9) $2,390:2

~ s 3 K - o .
Successor antxcxpates that it wdl tetam Pmdecessortzx
basis for the assets and liabilities acquired. Because the

' fair values of certain assets acquired are higher than the

. taxbasis, a portion of the depreciation expense for

financial mpomng pnrposeswdl not be deductible for
taxxepomngpmpos&s.'lb the extent that the lower tax -
basis xeduces the fan:value of certain assets and liabili-
ties, such reductions have heentakenmoconsxdemnon
in determining fairvalues. =~ -




o - -

3. SUMMARY OF SICNIFICANT ACCOUNTING POLICES

Accounting policies of Predecessor were the same as
those of Successor unless stated otherwise.

Principles of Consolidation: The consolidated financial
statements include the statements of the Cornpany and
majority-owned subsidiaries, In 1988, the Company
adopted the provisions of Financial Accounting Standard
{ras) No. 94, which requires full consolidation of all
majority-owned subsidiaries. Previously, the Company
did not consolidate less-than-wholly owned subsidiaries.
The 1987 financial statements and the 1986 balance
sheet have been restated. Other 1986 financial state-
ments ard financial statements of prior years have not -

" been restated because the effects would not be signifi-
cant. Investments in subsidiaries not consolidated, joint
ventures, and 20%-or-more-owned companies are - - Y-

accounted for by the equity method. Intercompany -
items and transactions are elmunated.

P W TN B "@ ‘i,‘g_h“;a!;-._ﬂx

Foreign Currency Translanon The Company translates
the assets and liabilities of certain intemational compan-
ies using local currencies at current rates of exchange.
The resulting aggregate translation adjustments are
reported as a component of stockholders’ equity. The
results of operations are translated at average exchange
rates for the period. Gains and losses on forward con-
tracts or other foreign currency transactions, except
those hedging identifiable foreign currency commit-

. mems, are included in income; D

-

Inventory \aluanon. Substannally all Successor product -
C jmvemones are stated at last-in, first-out (LiFo) cost, notin' .-
excess of market.  Substantially all Predecessor product -

~ inventories are stated at first-m, first-out (FIFO) cost, not

in excess of market. Other inventories of both Successor. . =

and Predecessor, pnncxpally supplxes and other low valne

“items, are 'stated at the lower of average cost or market.

Inventory costs consxst “of material, labor, and manufac-
turing overhead, mcludmg depreciation. Finished goods,. -
work in process, and raw materials are not shown
separately because they are sold at various stages of

pmcessmg.

Depreciation and Amortization: Property at year-end

1988 is stated at Successor cost; which includes record.- -~

ing Predecessor property at fair value — net (see Note 2)
at Octaber 31, 1988. Predecessor property is stated at -~
historical cost. Because of the differences in valuations,

Machinery and equipment

- . accumuliated pension benefit obhgatxons and the

certain aspects of the financial statements (for exa mple
depreciation expense) are not comparable.

Depreciation is computed principally by the straight-
line method at rates based upon the estimated useful
lives of the various classes of assets. The principal esti-
mated useful lives by class of assets are:

Successor Predecessor
Land improvements §t0 15 years 25 years
Buildings IS t0 30 years 45 years

10 t0 22 years 10to 22 year

-The cost less salvage of retired property, plant, aud -

- equipment of Predecessor was charged to related
accumulated depreciation. Amortization of capital .
leases is included with depxeclanon expense for pmpem

o plant, and eqmpment. Lefisn w

Income 'I‘axes Kuseﬂhch and the Company are -

e wmon it ciumigegiincluded in.the consolidated federal: mcometnxxctum"‘s

of MAXXAM Inc. Pursuant to a tax-sharing agreement
between KaiserTech and MAXXAM Inc., provisions for
income taxes for KaiserTech and the Company represent
.an allocated portion of the MAXXAM Inc. consohdamd
tax provision. :
Income taxes include provisions for timing dxiference<
berween income determined for financial reporting and
for income tax purposes. Income taxes payable includes
deferred amounts related to current assets and habdmos,
-and other deferred-amounts where the timing dx&'exence

. xsexpectedtorevetsednnngthecunentyear.[nvestxnem

tax credits are recognized as reductions of the i mcome.tax

-Qal

- provision in the year the properties are placed in service:

oo ,.Rau.r O Sed ot ey L

"‘(q‘

eAs Nos. 87.and 88, relating to employer accounting fo%H
< pension plans, effective January.r,:1986, except Eortl:ﬁ
-~ deferral of the provisions: which.would  recognize ce

xelated

o~ et

. intangible asset in the. Consohdated Balance Sheet andx

~has applied all provisions effective November 1, 1988“.3;,;;

B R Th&mmntcostsoipnnupaldomsncmmencplansz

are funded as accrued (see Note 13).. Prior-service costs. -
are funded and (for Predecessor) charged to.operatioxts- .
- - gver periods ranging from 7 t0:30 years.. R

.17-




Statement of Consolidated Cash Flows: In 1988, the
Company adopted the provisions of FAs No. 95, which
requires a statement of cash flows in place of a statement
of changes in financial position. The 1987 statement

of changes in consolidated financial position has been
replaced with a statement of cash flows comparable

with 1088; as permitted by fas No. 95, 1986 has not

been replaced.

Cash and Cash Equivalents: The Company considers all
money market funds, commercial paper, treasury bills,
and other short-term investments with maturities of 9o
days or less to be cash equivalents. Cash and cash equi-
valents include restricted amounts totahng $3L.6at

- December 31, 1088.. P ,

a4

. held fors sale was:
’ N .. December3t, 1988
Trade receivables -—net RPICH SR s 3.6
Other receivables PO . 9.3
Inventories 173.1
Investments and advances. e 71.9
Property, plant, and equipment — net - 270.6
Current labilities N {189.3)
v OtHEL==M18L - =% resate = m oamr ies s, (3-1) .
Total $336.6

P

;;. ASSETS HELD FOR SALE AND DISCONTINUﬁD OPERATIONS

- Assets held for sale consist of the estimated net realiz.

able values ofaﬂassetsexpectedﬁobesoldwithmthe P
next year. Assets held for sale’include (i) assets that were
classified as current/noncurrent assets of discontinued
operations — net in Predecessor financial statements;

and (ii) other assets in continuing operations that have

been specifically identified for sale. Results from opera-

tions and disposals of assets classified as “held for sale”

will not be included in the Statements of Consolidated
Income of Successor. Such amounts result in the reailo-
cation of the purchase price. The composmon of assets

In February 1989, the Company sold aluminum pro-
duction facilities at Ravenswood, West Virginia, and
Bedford, Indiana, and a regional data center at Colum.
bus, Ohio, to the Ravenswood Aluminum Corporation
{“2aC""), a new corporation formed by Stanwich Partners
Inc., an investrnent company. The Company will sell

alumina tp Rac under a three-year supply agreement
and will provide certain technical services for a similar
period. rac will convert a smaller amount of primary
alumninum into fabricated products for the Company
over a three-year period. The net assets of these facil-
ities are included in Successor assets held for sale

- at December 31, 1988,

Discontinued operations of Predecessor consist
of the agricultural chemicals, refractories, trading, real
estate, and industrial and specialty chemicals divisions.
Results of discontinued operations were:

Pl‘ml’
Years Ended
Ten Moaths Ended
Ocrober 31, December 31.
. 1988 1987 1986
Revenues [includes equity
eamings of rezlestate
and industrial and °
spmaltgebemiuk) $15.8 32366 33106
¥ Costs and expensestic= u 659 “leednen: Wy 7.6 1323k 20 ZED v
Income before taxes’ ' 83 135 s07
Provision for income taxes 3.3 I8  24.6
Di immed operations —
income from operations 859 8 ILY $ 261

The net current and noncurrent assets of Predecessor
discontinued operations have been reported separately
at the lower of book or estimated realizable value.

The compositionis: ..~ -+ ..~ .-, .
< , Pl o I ‘
TU. TET L 0T rEUaeEd e sep et December Srnig8t
C .o _m BTl I, 3o
Trade receivables—net AT - $.33:k.
Other receivables 41 -
Inventories .32.8
- Current [izbilities -, (2309
Other—net T (2.4}
Noncurrent assets —nets !
Investments and advances s168.4
Propeny, plant, and equipment-—~net 1283
Other—net . - (4.5
Total $292.3- ’
In the third quarter of 1987, KaiserTeck and Kaiser °

Aluminum began implementation of a plan to sell the
industrial and specialty chemicals division, including
the 50%-owned Harshaw/Filtral Partnership (“Harshaw/
Filtrol"). On September 1, 1987, KaiserTech purchased




the other §0% share of Harshaw/Filtrol in order to facil-
itate the sale of the industrial and specialty chemicals
operations. In May 1988, KaiserTech and Kaiser Alumi-
num completed the sale of a major portion of Harshaw/
Filtrol to Engelhard Corporation forapproximately
$212.0 in cash. The net cash proceeds were divided
equally berween KaiserTech and the Company. The
remaining portion of Harshaw/Filtrol, consisting of
a fluid cracking catalyst business, is currently held
for sale. In July 1988, the Company sold the indus-
trial chemicals operations in Louisiana to a newly
formed corporation, LaRoche Chemicals Inc., for
appmxxmntely $II3.9.

During 1987, the Company recorded addmonal
write-downs of $33.9 related to certain operations and

* businesses that were discontinued in prior years.
On December 23, 1986, Kaiser Aluminum com-

+ +»rv Company (KHKDC), the principal remaining real estate ™
asset, is included in Successor assets held for sale at
December 31, 1988, and Predecessor noncurrent assets
of discontinued operations — net at December 31, 1987.

"The buyer of kpc had an agreement with Kaiser Alumi-
num to manage the operations of xiknC and had an

concluded in January 1989.

The gain before taxes of $54.5 (S19.1 after taxes)
on the sale of real estate was'included in discontinued
for discontinued operations (substannally all deferred) -~
ing losses generated by 1986 contmumg opexauons.

;. CTHER REVENUES AND EXPENSES: -\ND R.ES'I'RUCTURING
OF CPERATIONS ~ s o o

ey

St RYP. »,,. -y

sale of the food service packaging business and s52.7

-

of 2 long-term gas supply contract atid 16.9 from the
sale of part interest in Anglesey Aluminium Limited
{Anglesey)..-

Restructuring of operations costs and expenses
in 1987 include a loss provision of $366.1 consisting
pnnc:pally of write-downs of the electrical products

,_,_.g‘sm—v____.-,

pleted the sale of Kaiser Development Company (knc), at
a purchase price based upon the financial position of kpc
at November 30, 1986. Kaiser Hawaii Kai Devehpment .

option to purchase the stock of xixpc. In 1988 the buyer

exercised the option to purchase kuxoc, and the sale was

operations in 1986. The 1986 provision forincome taxes

offsets substantially all of the tax benefits of net operat.’

. Other revenues in1987 include gamsoisxG.x fmm the. ..

from the sale of Kaiser Aluminium Europe Incorporated,
and in 1986 include gains of $19.5 from the cancellation P

manufacturing business; idle and uneconomic pri
aluminum production capacity, including the remajnder
of the Chalmette, Louisiana, smelter; and a provision for
the loss upon disposition of oil and gas properties. Qther
costs and expenses in 1986 include $59.4 fram the write-
down of oil and gas reserves,

¢

5. NVESTMENTS AND ADVANCES —RELATZD PARTES
Investments are accounted for primarily by the equity
method. Retained earnings include undistributed earn-
ings of companies accounted for by the equity method
amounting to nil and $134.3 at December 31, 1988
and 1987.

'++ -~ Summary combined financial information is pro-
vided below for unconsolidated aluminum investments
owned 50% or less, most of which supply and process
raw materials for various participants. The equity eamn-

- ings (losses) before income taxes of such operations are
included in cost of products sold. Such hinformaion fs
=T resented on the historical basis of accounting of the
investee companies, except that amounts representing
Successor investment and equity earnings mclnde pur-
chase ad;ustments. ’

: AI.UMINUM COMPANIF.S SUMMARY FINANCIAL POSITION

December 31, 1988 December 3:, 133~
Current assets S 762.4 s 5708
Property, plant, and
equipment—net L T 77 XIS N (%
Other assets C s 1482 - 158.3-
- Total assets=--r- - “rees 2$2,353.0 - “s2,2143"
""" Current liabilities T ; s 3880 s 33830
Long-term debt SUNRPE PPN .+ X I . 820.5%
Other liabilities 492 - a8.r
Deferred income taxes .. 36 3oL
Stockholders’ equity R X 9772
Toeal lisbilitiésand " 7 - I T :
stockholders’ equity i gz gg2.05
"7 7 Company invesunentin” -
combined companies s 353.5 s 1909.%
%9




ALUMINUM COMPANIES SUMMARY OF OPERATIONS

1988 1987 1986

Revenues $1,123.2 $903.8 $935.7

Costs and expenses 931.9 8553 909.4
Provision for income

taxes 33.9 8.2 1o.2

Net income $ 1564 $ 404 s 16.1
Company equity in

earnings w $ 30.0 S 9

{1) Successor equity in eamnings for the two months ended December 31,
1988, was s10.2 and Predecessor equity in eamings for !hc ten manths
ended October 31, 1988 was $59.3.

_ The relationship between the Company equity in earn-
ings and the summary net income is attributable to the
various percentage ownerships in the entities. Total
assets and total liabilities of consolidated subsidiaries
which were accounted for by the equity method prior
to 1988 were $230.4 and $105.0 at December 31, 1988

, (5206.3 and 588.2 at December 31, 1987). The Compnny )

equxty in eammgs s of such ¢ compames was's58.9 and "
$24.4 for 1088 and 1987. As described in Note 3, 1986
--operations information has not been restated.

Alumina Partners of Jamaica (Alpart), a 50%-owned
partmership, owns an alumina refinery in Nain, Jamaica.
At December 31, 1988 and 1987, investments and
advances include $68.7 and s$32.3 for Alpart, which is
accounted for by the equity method. The Company was
obligated to repay $56.2 and s64.3 of Alpart debt at
December 31,.1988 and 1987, as discussed in Note 14.
Pmductxon of alumina at Alpart was suspended temp-

.. orarily m,August 1985 due to adverse economic

conmuonsThe Company policy is to continue normal

deptecxanon for temporarily closed facilities. In Decem- '
ber 1988, the Company undertook to restart production .

at Alpart. The restart is expected to take about six
months. The Company and Hydro Aluminium a.s of
Oslo are negotiating with Reynolds Metals Company
(the other 50% partner in Alpart) to purchase the Rey-
nolds share of Alpart. The purchase is expected to close
by March 31, 1988 and would result in the Company
having a majority ownership of Alpart, as well as man-
agement responsibility for the facility.

The Company and affiliates have interrelated opera-
tions. The Company provides its affiliates with services

such as financing, management, and engineering. Signifi-

cant activities with affiliates include the acquisition
and processing of bauxite and alumina, Purchases
from these affiliates were $62.2 and $287.2 in the

30

two months ended December 31, 1988 and the ten
mouths ended October 31, 1988; and s272.0 and
$338.9 during 1987 and 1986.

= PROPERTY. PLANT. AND EQUIPMENT AND

LONG-TERM LEASES
Successor Predecessar
December 51, 1988 December 3¢, 198~
Land and improvements s 28.1 s 680
Buildings : 92.8 278.8
Machinery and equipment 548.4 L535.2
Construction in progress 7.3 30.7
Total property—at cost 676.6 1.9oB.7
Accumulated depreciation 7.7 958.2
Propery, plant, and - ..
equipment—net s668.9 - $ 950.5

Property, plant, and equipment included capital leases.;.. ...
consisting principally of buildings at December 31, 1988
and 1987, of s2.3 and s15.4 {net of accumulated amorti-
zation of $12.5 at December 31, 1987).

Rental expenses were $3.6 and $20.9 in the two
months ended December 31, 1988 and the ten months :
ended October 31, 1988; and $35.3 and 537.8 during
1987 and 1986. The future minimum rentals receivable
under noncancellable subleases were $76.4 at December
31, 1988. The future minimum rental commitments

_ under noncancellable leases at December 31, 1988 were: = -

e N A - T Tl Operaung - Capirali,

Commummenss: .7 ..  [eases ~ - [eases'™ :.\'
1989 - o7 7§93 ¢ s arng s 8
. 1996 sitist,  LUTVTUUWRET I Tgy8 Y 165 .8’
199 ;. -~ - TR (. % GRS 7 X N r.s_
1992 . .., 0 . ... 158 ... 139 r.9
1993 Crimompe - \,-%.-.-‘.‘5'6. RTINS E9. w
1904andafeer - % RS T 06 16.3
Toul $3979  s3724 25.5’ i
Less imputed interest 7.8
Obligations under
_ capital leases" ) SI7.7

{1} Includes 315.0 related to assets held forsale.




3. LONG-TERM OBLIGATIONS
Long-term debt, interest rates(1), and maturity schedule at December 31, 1988 are summarized in the following tabje:

Successor . Predecesso
1994 December 31,
. and 1938 3y
Cue: 1939 350 1991 1992 1993 After Toual Ttz
1986 Credit Agreement—

Term Loan (variable rate— .

9.5% at December 31, 1988) s108.5 $100.0 $100.0 $197.9 $506.3 5689,
First Mortgage Bonds :

(8.25%-11.625%)} : ‘ . 1203
Swiss Franc Bonds {5.5%) . 2.3 2.3 2.2 26.2 33.0 3a.0
Pollution Control and Economic )

Development Facilities - ’ ' . . e

Obligations (fixed and o . ooy :

variable rates) ’ 2.6 3.8 3.0 7 2.8 sSg4.1 . 590 690.3
Other Borrowings {variable . . T T, '

and fixed rates) 3.6 .7 B Y Y ¥ 7.8 318

Toual $117.0  $106.8  S105.9  $327.5 $3.1 £45-9 - 606.2 - 940.8
. . e s e vdes s N R S R ’1-“‘ e e o e

wainiy- Less amount due within ne yeap F5iFanads M ipdng vee et oo o SRR TSR ISR T T e T I R s 535
Long-term debt CI R o $489.2 © $887.3

{1) Kaiser Aluminum has entered into $115.0 of interest rate swap agreements hzvmgzhee&ec: oiﬁnngatappmmmly 11.8% the interest cost of variable rate debt
foroneandahalfyeaxs&ombecember;x 1988, .

In March 1986, Kaiser Aluminum entered into a credit - interest on certain cxedit ohligaﬁons to the original

agreement with banks holding $1,008.0 of Kaiser Alumi- maturity, principally 1987. Such interest expense was
num outstanding debt, providing for an extension of the $6.5 in 1087.
_ debt as a term loan maturing December 31, 1992, and The amount of loans outstanding under the 1986
the estahhshment ofasié 5.0 revolving credit facility credit agreement together with certain other obligations .
*-which éxpires December 31, 1989, Kaiser. Aluminum is " of Kaiser Aluminum are secured by a pledge of collateral,
: requned to make minimum principal payments of s21.1 which includes principal domestic facilities; i mventones,'
in 1989, and s100.0 for each of the years 1990 and 1991 - - acconnts mcexvable andnotes tecexvable.““ X
" with the final balance of 5285.3 due in 1992. The maxi- s :
mum aggregate amount of loans underthe above term ~ ~¥r T s LT o O ey e
loan and revolving credit facility may not exceed 5725.0 T e A .
on and after December 31, 1988. As part of the 1986 refi- = - o o

nancmg, Kaxser Almmnum agreed to pay supplemental

B ]

. - s - >
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The status of Kaiser Aluminum at December 31,
1988, with respect to the principal covenant provisions
(as defined) of the 1986 credit agreement, was:

Covenant
Compliance
Limie Stans
Minimum working capital $ 2000 s 568.6
Minimum consolidated net worth 1,000.0 1,280.0
Maximum consolidated indebtedness 1,550.0 898.3
Maximum ratio of consolidated
indebtedness to total capital 60.0% 41.3%
Maximum aggregate investments
from January 1, 1986 through
December 31, 1988 $ 25.0 s 3.2
Maximum capital expenditures (mclud- )
ing discontinued operations) in 1988 276.3 87.0

{1} This compliance limit becomes 55.0% at the end of each fiscal quarrer
dunng 1989, and s2.. s% in x990~1992.

The 1986 credit agreement restricts Kaiser Aluminum
liens, mergerss, common stock dividends and stock repur-

and transactions with (including loans oradvancesto}
affiliates (including KaiserTech). At December 31, 1988
retained earnings of $19.5 were available for payment of
dividends on common stock.

At December 31, 1988 Kaiser Aluminum is required -
to use 55% of net cash proceeds from asset sales to pre-
pay debt, This provision does not apply to sales of assets
in the ordinary course of business. Kaiser Aluminum is
also required to prepay debt and other obligations equal
to 53.13% of the first $80.0 of net cash proceeds from the
sale of equity and 53.13% of the net cash proceeds from
the sale of subordinated debt. The aggregate required
prepayment from sales of equity and subordinated debt
will not exceed $58.8. The 1986 credit agreement pro-
vides for the allocation of these prepayments to the
Kaiser Aluminum bank debt and certain other obli-
gations. During 1986, 1987, and 1988, Kaiser Alumi-
num received s 646. 5 in net cash proceeds of asset and

other dispositions and applied 5459.8 of such proceeds to .ﬁ‘ T

prepay debt. In February 1989, the Company prepaid an
additional s151.6 of debr, of which $87.4 was classified
as current at December 31, 1988,
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There were no outstanding borrowings during 1988
against the $165.0 1986 revalving credit facility. Interest
on the revolving credit facility is based on prevailing
short-term market mtes.

In October 1988, Kaiser Aluminum prepaid the
remaining $103.0 of First Mortgage Bonds outstanding,

Interest expense for continuing operations was s8.2
and $69.6 in the two months ended December 31, 1988
and the ten months ended October 31, 1988; and s106.1
and $127.5 in 1987 and 1986. These amounts are net
of interest costs of 5.5, $1.8, $2.2, and s2.4 which
were capitalized. '

9. REDEEMABLE PREFERENCE STOCK

-In March 1985, Kaiser Aluminum entered into a three-

year agreement with the United Steelworkers of America

. -(uswa) whereby shares of 2 new series of “Cumnlative

(1985 Series A) Preference Stock” would be issued to an
loyee stock uwnerslup plan in exchange | forcettam

s SOt Ny S“!:?pvn‘r e LA VPRI
- chases, issuance of preferred stock, equipment leases, - P e s o emetie G s

plan was established for certain nonbargaining employ-
ees which provided for the issuance of Cumulative (1985

‘Series B) Preference Stock. Series A Stock and Series B

Stock (“Series A and B Stock”) each have a par value-
of s1 per share and 2 liquidation and redemption value
of s50 per share plus accrued dividends, if any.

For financial reporting purposes, Series A and B
Stock was recorded by Predecessor when issued at fair

.-value {s15 per share in 1988 and 1987 and s10 per share -

in 1986) based on independent appmisal with a corres-

- ponding charge to compensauon cost. Carrying values -
were increased each” year to mcogmze accretionof .
redemption values. The outstandmg Series AandB .-

- shares were revalued by a2 Successor purchase adjustment

- at October 31, 1988 to give effect principally to acceler-

ated redempuons expected to :esult from dxsposal oE the
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Ravenswood facility (see Note 4). Issuances and redemp-
tions of Series A and B shares in 1988, 1987, and 1986 are
shown below. Year-end shares outstanding give effect to
shares issued for that year's compensation in February

of the following year.

1988 1937 1536

SHARES:

Beginning of year 2,596,397 1,808,131 929,024
Issued 241,463 788,266 878,207
Redeemed {230,624)

End of year 3,607,236 2,596,397 1.808,131

No additional Series A or B Stock will be issued based on
compensation earned in 1989 or future years.,

While held by the plan trustee, Series B Stock is
entitled to cumulative annual dividends, when and as
declared by the Board of Directors, payable in Series B

“stock on or before March 1, 1990, in respect to years

through December 31, 1989, based ona formula ued to

*"Kaiser Aliminitio profit before tax from alominum oper-

ations; and payable in stock or in cash at the option of
Kaiser Aluminum on oraiter March 1, 1991, in respect
to years commencing January 1, 1990, based on a similar
formula. When distributed to plan participants (gener-
ally on separation from Kaiser Alaminum), the Series A
and B Stock are entitled to an annual cash dividend of
s5 pershare, payable quarterly, when and as declared
by the Board of Directors.

Redemption fund agreements require Kaiser Alumi-

wnummxmkeannualpaymgntsbyMamhgx each year
based on a formula tied to consolidated net income untxl o
. the tedempnonﬁmdsaresufﬁuentm redeem all Series”

y

The plan will distribute the Series A and B Stock jn
the event of death, retirement, or in other specified cir.
cumstances. Kaiser Aluminum may also redeem such
stock at s50 per share plus accrmed dividends, if any.

At the option of the plan participant, the trustee shall
redeem stock distributed from the plans at redemption
value to the extent funds are available in the redemption
fund. Under the Tax Reform Act of 1986, at the option
of the plan participant, the Company must purchase.
distributed shares earned after December 31, 1985 at
redemption value on a five-year installment basis

with interest at market rates for distributed shares
earned after December 31, 1985. The obligation of

the Company to make such installment payments
.mustbesecured. ... . .. o 2

+ The Series A and B Stock are ermtled to the same
voting rights as Kaiser Aluminum Common Stock and._
to certain additional voting rights under certain circum-
stances including the right to elect, along with other Kai-
ser Aluminum st pzefeience stockholders, two %

LR S SVragiad v e

kS e S daendali o il
S whmmﬁcmd dividends have not been. paxd ontwo

AandB Stock. On an annual basis, the minimum pay-

. ment is.$4.3 and the maximum paymentis s7.3. In

March 1988 and 1987, Kaiser Aluminum contributed

54.3 for the years 1987 and 1986 andwrll contributes7.3

in March 198 for 1988. In April 1988, Kaiser Alumi- " "~ L

num entered into a two-and-one-half-year agreement
with the uswa whereby Kaiser Aluminum would make

additional contributions to the Series A redemption fund

of (i) 52.0 each in March 1989 and 1990; and (ii) an addi-
tional amount equal to 8.5% of the redemption value
of all shares of Series A Stock distributed from the
Trust occasioned by the sale of any plant covered by
the agreement to the extent there is notenough money
in the redemption fund to redeem the shares presented
for payment.

annual dividend payment dates, or when accrued divi-
dends in an amount equivalent to six full quarterly dxw_—
dends are in arrears. The Series A and B Stock restrict the
ability of Kaiser Aluminum to redeem or pay dividends
on Common Stock if the Company is in default on any
dividends payable on the Series A and B Stock.

,,,,,,




:0. STOCXHOLDERS' EQUITY
Changes in stockholders’ equity were:

Praterence  Prefeteace Addi- Currency
Stocks Stock  Commaon uonat  Translatien Rewamec
3100 Part 41 Pant Stock Capital  Adustment Earmunc-
PREDECESSOR:
Balance, January 1, 1986 $13.2 s .6 $14.8 $316.5 $(3.4] s781.c
Net loss (32.-
Dividends — preference stocks (3
Supplemental retirement plan contributions (112,156 shares) .4
Conversions (5,786 preference shares into 22,345 common shares) {-6) 6
Stock options exercised (427,868 shares) I 6.1
Translation adjustments 30.5
Redeemable preference stock accretion {6«
Balance, December 31, 1986 12.6 6 14,9 324.6. a7.1 738.¢
Net loss (3549
Dividends —preference stocks (41°
. Conversions {7,581 preference shares into 28,503 common shares
of Kaiser Aluminum) ) (-8) . 8
- * " * " Conversions (5,757 preference shares into 22,953 common shares B
of KaiserTech) (-6} 6
" Stock options exercised (46,650 shan:s) oI R
e _Mvm“_,_ww_,m(:onmbuted capxtal e SETBCTEIT My w D et o e e et 228 8 e L0 Lol T 0 0 LNE S g L ntren 359, L e,
" Redeemable preference stock accxeuon . {3.c
-~ Translation adjustments =~ (z1.9)
Balance, December 31, 1987 I1.2 6 15.0 351.6 §.2 376.0
Net income T T arss
Conversions (1,914 preference shares into 7,615 common shares
.. ofKaiserTech) {-2) K
Dividends:
Preference stock (s
Common stock {25.1
Redesmable preference stock accretion (6.3
.. Employee compensation {stock options) paid by KaiserTech e s e N ¥ 1 .
Translation adjustments (52}
. ; Balarice, October 37,1988 " < - - . Iae ., 6 . .150 - 3582 - 5169
- ". .-up Eliminate Predecessor retained earnings » Castast L. S169-. 7t {5109
. Push-down MAXXAM basis . " PR 218 Tl
. ...Purchase adjustment S 27} ‘
SUCCESSOR:
Balauce, November.1, 1988- - 8.3 6 150 896.9 -
Netmcomz__w,m, PR, N e tis R
Conversions (7,3o4pn§:mnce shares into ush) {-s) A 5 .
~eepeoes o= o~e-o Redeemable preference stock accretion ~ v S R A I R
Balance, December 31, 1988 "8 7.8 $.6 siso  s897.4 $ 264
1
T
a
LR |
1
i
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., dends. At December 31, 1988, such provisions were less ,

The outstanding shares of Kaiser Aluminum preference
stocks, in descending order of seniority, were:

Successor Predacessor
Ourstanding OQursuanding
December 31, December 31,
1938 1987
Preference, Cumuiative Convertible,
$100 pan
4-8% 26,949 28,449
4-¥1% (1957 Series) 21,176 22,704
4+¥.% (1959 Series) 33,980 39,913
3+%4% (1966 Series) 21,200 21,466
Preference, s1 par, $5.25 Cumulative
. Convertible {1984 Series)—ss50
stated value 600,000 600,000

Kaiser Aluminum Cumulative Convertible Preference

Stocks, $100 par value (“s100 Preference Stocks”),
restrict acquisition of junior stock and payment of divi-

rescrictive as to the payment of cash dividends than the
1986 credit agreement provisions. Kaiser Aluminum has
the option to redeem the s100 Preference Stocks at par
value plus accrued dividends. The Company does not
intend to issue any additional shares of the s100 Prefer-
ence Stacks.

The 4-%s% and 4-3/,% (1957 Series, 1959 Series, and
1966 Series) s100 Preference Stocks can be exchanged for
cash of $69.30, $77.84, 578.38, and $76.46, respectively.

In September 1987, KaiserTech purchased ail
600,000 shares of the Kaiser Aluminum s5.25 Cum-
ulative Convertible (1984 Series) Preference Stock, s1 par
value (“1984 Series Stock”), from certain employee bene-
fit plans for s36.4. These shares eachhave a ptefexence in
liquidation of s50.

. STOCKOPTIONPLAN ., .-

et i 2o

Us.
Federal  Foreign  Sute Toeal
SUCCESSOR:
Two months ended
December 31, 1988
Current $I17.5 S.I  $ 17.6
Deferred 7 7
Total si182 s.a s 183
PREDECESSOR:
Ten months ended
October 31, 1988
Current $26.5 s$756 S.7 s1a2.8
Deferred - ' (4} (4}
Total $26.5 S$752 S.7 Sioag
T ,.?M
Current .$32.3 SIS 324
Deferred s 6.7 7.7 x.H.
Y ] TR g 6.7 7840.0 S sR“?“
1986 ) T
Current $ 24 S$I2.3 S7) S Ig0
Deferred (66.7} 9.7 ) {s7.0)
el ${64.3) s23.0 s|7) ${43.0)

On May 1, 1987, the Kaiser Aluminum Stock Option

" Plan became the:Stock Option Plan of KaiserTech. New

options to purchase KaiserTech Common Stock on the
same terms and conditions were substituted for all then-
outstanding Kaiser Aluminum options, and all subse-
quent grants were made pursuant to the Stock Option
Plan of KaiserTech. As part of the Merger, all outstand-
ing KaiserTech stock options were redeemed for the dif-
ference berween $19.375 per share and the option prices
(s8.81 to $13.94 per share) and the Stock Option Plan
was cancelled. The redemption cost was expensed

by the Company in the ten-month period ended October
31,1988,

12. INCOME TAXES — CONTINUING OPERATIONS
The provisions (credits) for income taxes consist of:

Income taxes are classified as domestic or foreign based
on whether payment is made or due to'the U.S. ora for- .
eign country. Certain income classxﬁed as foreign is suh- 5
ject to domestic (U.S.) income taxes. = - .
During the ten months ended October 3I, 1988, A
the Company reported-an exttaordmary gainofs36.0 I
resulting from the utilization of net operatmg loss £5°
carryforwards by domestic contmumg anddx»
continued operations. e
Tax provisions (credits) applxcahle to consohdated el

"..w

and nnconsohdated compamos .

SPERIPEC ; TEE

2 T

T Succestor cn ~o e .. Predecessor
Two e T Tm
Months Ended Manths Ended Years Ended
December 32, October 31, December 31,
1988 - 1988 1987 ~
" ‘Consolidated - : Sl
Companies 3139 s 90-3 s42.8 s{51.0}
Unconsolidated
Companies
{primarily
in cost of
products sold) Py 2.1 2.0 80
Thral s18.3 S103.4 $46.8 ${43-0)

i
iy




The tax effects of timing differences are:

Successar Predecessor
Two Ten

Months Ended . Months Ended Years Ended

December 31, Ocrober 31, December 11,
1988 1938 387 1380
Operating loss carryforwards s 6.7 5{40.0)
Pension expense deferred for tax purposes (12.9}
Investment tax credits .3
- Depreciation s.7 s{.1} 8.3 43.0
Plant write-downs {s-1)
Exploration and development costs (19.3)
Capitalized interest, property taxes, and other costs {£.6)
Undistributed earnings of subsidiaries and affiliates 3.5
Inventory valuation method (x3.7}
Other {3} {-6) (4.6}
Total s.7 si4) $14.4 ${57.0)

The Co:hp‘ahy“liadux;et t-)peratmg loss carryfonvards for
tax purposes of $317.8 (which expire in 1998 to 2001)at

assured during the carryforward period. Similarly, no
tax benefit has been recognized by Successor for these

=3 December.31,.1988. Such carryforwards will be reduced .z s CATTYTOTWANS: i tin: gsssn rovimiisemsbdopodiasts Fipigmicpnson peveons

over a period of two years by the unamortized amount
of $61.3 relating to the 1985 change in the U.S. federal
income tax method of accounting for inventories from
last-in, Hrst-out (L1Fo) to frst-in, first-out (erro). In addi-
tion, the Company had investment tax credit carry-
forwards of $64.9 which is net of 2 35% reduction
required by the 1986 Tax Reform Act and which expire
in 1991 to 2001.

As a result of the KaiserTech ownership change, sub-
stantial limitations are imposed by the Internal Revenue

Code on the furure use of these carryforwaxds. Incertain

circumstances, the amount of the hnntanon may be

increased by gains economically accrued on or before - '

the date of ownership change but recognized for tax
purpom within the five-year penod followmg such
ownership change.
The benefits of net loss and investment tax credit

carryforwards through 1986 were recogmzedpmously
in Predecessor financial statements as a reduction of

deferred income taxes. No benefit was récognized for
the 1987 Predecessor net loss because recovery was not

36

. In December 1987, the Financial Accounting Stand-
ards Board issued a new statement on accounting for
income taxes {“fAs No. 96”). Although the Company is
not required to implement sas No. 96 until 1990, early
and retroactive application is permitted. The Company
has not determined when fas No. 96 will be adopted or
which transition method will be elected. Preliminary
analysis indicates that the effects of adopting rs No. 96
could vary 51gn1ﬁcantly dependmg ou the transition

-method applxed. 0y
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The provisions (credits) for income taxes are different from the amounts computed by applying the U.S. statutory
federal income tax rate 0f34% for 1988, 40% for 1987, and 46% for 1986. The differences are summarizé®as follows:

- - - Successor Predecessor
. ”. Two Ten
- “* Months Ended Months Ended - Years Ended
= December 51, October ;1. December 3t
N 1988 1988 987 t9d&
Provision (credits) at statutory mtes $16.2 s 859 - S{1I17.6) ${5 5.6}
Increase (decrease) resulted from: = : - = .
"Tax benegjt of parent company losses - = - {7-5) {3-0)
Domestic losses ior which no U.S. incoine tax benefit is available . 176.5
Difference in foreign and U.S. tax rates -9 15.0 {13.5) 3.2
Percentage depletion  ma= {-7) {3-8) (5.5}
Difference in basis on sale of affiliate § . . 1
Foreign tax deductions and credits 3 2.6 F 36 7.0
Investment tax credits {33}
‘Other ~ ) . {1.3) 46 1.3 7.2
Provision (credit) forincome taxes = s18.3 s102.4 s 36.8

3
-

e

~ Undistrii)uted earmngs on which the Ct;mpany‘ Bias not
provided taxes whiclimay be payable upon distribution -~

were n-i‘: $173.5,and SI78§F Dece_gnber:gx, ;ég’ 1987,
and 1986, respectively. The U.S. federal income tax con-
sequences of undistributed earnings through October >

31, 1988 have been considered in the valuation of the

- Company investment in joint verture companies. ? v

x

£3. RETIREMENT AND BONUS PLANS

Effective January 1, 1986, Predecessor adopted certain o

provisions of Fas Nos. 87 and 88 relatitig to employer
accounting for pension plans, for all U.S. pension plans.

«

5{43.0)

R L ﬁt ) R . .
- exceed the plan assets. Employee pension benefit plans

.7 Planmassets principally fixed income .., .. oo -

status at December 317 1988 ﬂ_l_ld 1’987 iss Lt-f'}::*‘z;?.\_f‘c‘“;..,cf&gg“;‘

Sgun: Predecessor
December 31, Deczmoer 3t.
.. 1988 ’ 198
_. Accumulated benefir obligation:. Lo
Vestedemployees  ° 2w ${686.3) s{697.6)
Nonvested employees < {54.6) {s1.1}
Accumulated benefit obligation {740.9) {748.7)
Additional amounts related to . 2
... _ Drojectedsalaryincreases ... ... {33-5). Bs3)
. . Prejfeted benefitobligation ,, . - * - (7749) (7841} -

This accounting change decreased the 1986 net loss by . . " obligations and commonstocks) . . . .

s10.9. Prior years financial statements were not restated.  © ** “arfsirvalue” T _ s:gfi{ ’ 4964
Predecessor deferred application of provisions of the . Planassetsless than projected beae-..- ... - ... ° o
Standards relating to foreign pension plans and recogni- ficobligation -~ -~ (257-8) (287.7}
tion of certain accusiiifiiged pension benefit obligations —— . =
] . Unrecognized dobligations: . . ..
in the Consolidated Balance Sheet. Successorhas " """ Nergains mato ( sz,u? T 37k
applied all provisions of the Standards. " Netgbligation .. . 196.8"
Retﬁtmentplanshzfebeencontnbuto;yforsalaned Nec medgainsand . - - - - :
employees and noncontributory for hourly employees. In obligations 1§31
] 9,
all plans, except for plans representing less than 1% of Unfondeda | pension lability
the total accumulaced benefit obligation and less included ia the Consolidated
1% of the plan assets at fair value, the benefit obligations " Balance Sheet {principally in
long-term liabilities) s{z57.8) s{133.6]

In connection with the sale of the Ravenswood and

Bedford plants in February 1989 (see Note 4), RAC will _
assume projected benefit obligations of s72.6 included i

the above total at December 31, 1988.

7
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The components of net periedic pension cost for 1988, 1987, and 1986 are: ~

During 1988 and 1987, Predecessor recorded curtail-

ment losses of s6.1 and $39.5 to reflect the shutdown or
sale of plant locations. The recorded loss reduced unrec.
ognized net obligation. : -

Successor Predecessar
h v d
o = RansEnded
Months Ended Months Ended <
December3t, - October 31, December 51.
1988 1938 1987 1986
Service cost — henefits earned during the period s 19 s 9.7 S 147 $ 151
Interest cost on projected benefit obligadon 104 52.0 63.6 663
Return on assets: .
Actual {x3.0) {38.3) (38.6) {62.4)
Deferred gain {loss) . 46 _ [FL) 9-3
Amontization of unrecognized net transition obligation (1986 adjusted for ’ T
$14.3 reduction in 1985 costto minimum) - e 12.3 17.3 3.6 -
s ge . o htetas - i don
Net periodic pension cost = $ 39 $ 35.9 S $454 = S 32.0-
Assumptions used to value obligations -end, and The Comgpany and subsidiaries s provide certain
to determine the net periodic pension c6¥¥in the subse- . health care; d life insurance beneﬁs for retired emplay-
quent year, are: ’ i o ees. Substantially all employees may become _;j;gxble
- : - forthosebeneﬁtsﬁtheymchmmentagewhﬂe
N —1—8;-—-——1%% still working for the Coggpany. Those benefits as
§ AR "‘(“"?M\ Mﬁ :4.! B2 I ) Semcesm mth“‘w“”'
Discount ate 8.5% 8.5% 8.0% vmout ‘insufance carriers. The Coinpany pays thé tost
Expected long-term rate
, of providing these benefits as incurred. The st of these
of return on assets t0.0% 10.0% 11.0% and for th ths ended
Rate of increase if1 com- . benefits was s5.7 and $27.3 e two months en
pensation leveis 6.0% §.0% 6.0% December 31, 1988 and the ten months ended Octaber -

31, 1988; and s30.5 and $26.6 for 1987 and 1986.
The Company also has an executive bonus plan and
has supplemental retirement plans for salaried employ-
. ees under which the participants contribute a percent-
. age of their base salaries. The Company contributions
wwardthseplznsmgenemﬂybasedonezrmngsand e
net worth. Expense of these plans was 52.8 and s14.1 for, }
. thznmmnnthsendednecembergg, 1988 and theten
" monthis ended October 31, 1988; il $1.7 and $1.6 fax -

= r987and 1986 There were 1o contributions to the éx¥c- il s

utive bonus plan during 1987 and 1986
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14, COMMITXENTS AND CONTINGENCIES

The Company has financial commitments, including
purchase agreements, tolling arrangements, forward
foreign exchange and forward sales contracts, letters
of credit, and guarantees.

Purchase agreements and tolling arrangements
include agreements to supply alumina to Anglesey
(Wales) (49% owned) and to purchase aluminum from
this company.

Similarly, Kaiser Aluminum has long-term con-
tracts which support financing for certain joint ventures
in which the Company is a partner. These contracts
include agreements for the purchase and tolling of baux-
ite into alumina by Queensland Alumma Limited (QAL)
(Australia) (28.3% owned); for the pun:hase of alumina
.. from Alpart (50.0% owned); and for the purchase and
tollmg of alumina into aluminum by Boyne Smelters
Limited (Bst) (Austmha) (20.0% owned). These obliga:

..tions expire.in 2008,.3031, and 2007, respectively. Under - -- -

the agreements, Kaiser Aluminum is obligated uncon-

ditionally to pay proportional shares of debt, operating,

and certain other costs of these joint ventures. The aggre-
gate minimum amount of required principal payments
at December 31, 1088 is 5257.6 (szs.x, 1989; 548.5,
1990; s88.4, 1991; $73.2, 1992; $9.2, 1993; $10.2 there-
after). At December 31, 1988, other assets of Kaiser
Aluminum include 8.0 of debt repayment in the form
of a purchase of interests in outstanding notes of an affili-
ate. The Xaiser Aluminum share of | payments, including
Operatmg costs and certain other expenses under the

’ agzeements, was $34.3 and s173.3 in the two. months

" ended December 31, 1988 and the ten months ended
October 31, 1988 and $129.9 and S$136. 6 in 1987
and 1986, o

RN «v&-“". Qv

The Company is engaged in various litigation and
arbitration proceedings. While there are uncertainties
inhereit in the ultimate outcome of such proceedings,
management believes that the resolution of such uncer-
tainties will not affect materially the Company financial
position or the results of operations.

15. GEOGRAPHIC AREA INFORMATION

The Company now operates solely in the aluminum
business. Predecessor discontinued operations con-
sisted of agricultural chemicals, refractories; trading,
real estate, and industrial and specialty chemicals
{see Note 4).

Export sales from continuing operations were s93.3,
and s3.49.2 in the two months ended December 31, 1988

. and the ten months ended October 31, 1988; and s197.9
-and s82.0in 1987 and r986

-'w.&l{‘-f" T SR atie el ma remem e S 4.;.-%,.-_:‘:5».@5.;;:&@&1
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Geographic area information relative to operations is summarized as follows:

S

Successar Predecessor
Two Ten
! Months Ended Months Ended Yedrs Ended
i . December 33, October 31, December 1.
é 1938 1988 w98 386
} NET SALES TO CUSTOMERS:
Domestic $ 204.4 $1,550.8 $1.447.1 s$1.486.8
‘ Foreign 93.7 370.6 555-8 480.3
298.1 19214 2,002.9 1.967.1
mTRAENTERPRXSESALFSANDTRANSFERS
Domestic 1.6 8.7 12.§ 0.8
Foreign 92.1 4540 399.0 347.5
' 93.7 462.7 4185 3573
TOTAL SALES . 3918 2,384.1 24144 2,324.4
Eliminations {93.7) {462.7) {411.5} {3573
NETSALES . -, . § . . s 208.1 CS1,92Lup: .. $2,002.9-.: . $1,967.1
INCOME ;LOSSI FROM CONTINUING OPERA’I'IO\S BEPOR.E INCOMETAXES
AND MINORITY INTERESTS: ~ : . . e .
i :..-:a;,. e e Domesmu,..qmmwmékm,twmw«me L e e T AR ‘! l-r" 33's-rx e, ,., ST ? 163.8‘ S x'='s (330"), ey, 3 (_100.0)
Foreign 14.0 88.9 36.1 79.1
Total s 47§ $ 2527 s (294.0) s {120.9)
MENTIFIABLE ASSETSAT DECEMBER 31: ) .
Domestic - © s1,419.8 $1,769.5 $2,072.3
Foreign : 647.8 - - 4403 806.7
Discontinued Operations— net 336.9- 355.9
Assers Held for Sale 336.6
Total $2,404.2 $2,546.7 $3,235.0
.., . INVESTMENTS AND ADVANCES INCLUDED IN IDENTIFIABLE ASSETS:
R - Domesnc I s AW S R AP “sy r‘(‘--..l»'.z'.'“\ N Fara g, e T sy St 7 s . ‘--r.-.;‘
Foreign™™ - " - 3534 'S 2044 7 182.5.
Toral ) Lo s 35357 ;‘ mrees s 20404 s 182.6- -
o't o -3
e R " = vz ~—
The consohdated ﬁnanc:al statements mclude foreign -
liabilities of s311.4, $245.2, and $383.5 for 1988, 1987, v
. and 1986, respectively. The aggregate fomgncurxencym«, of wrtna e« S - e

gam or {loss) included in determining net income was "< -

3(5.4) and s(14.2) in the two months ended December 31, -

1988 and the ten months ended October 3 1, 1988; and
s{13.5)and s.4.in 1987 and 1986, "
Sales to a single fabricated products customer were

$30.4 and $266.9 in the two months ended December 31,.-... .

1988 and the ten months ended October 31, 1988,

S ate
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INDEPENDENT AUDITORS’ REPORT

THE STCCKHOLDERS AND THE BOARD OF DIRECTORS

OF KAISER ALUMINUM & CHEMICAL CORPORATION:

We have audited the accompanying consolidated balance
sheet of Kaiser Aluminum & Chemical Corporation
(“Successor,” a subsidiary of MAXXAM Inc.} and subsid-
iary companies as of December 31, 1988 and the related
statements of consolidated income and consolidated
cash flows for the two-month period then ended. We have
also audited the accompanying consolidated balance
sheet of Kaiser Aluminum & Chemical Corporation
(“Predecessor,” a subsidiary of KaiserTech Limited) and
subsidiary companies as of December 31, 1987 and the
related statements of consolidated income for the ten-

. month period ended October 31, 1988 and the years

ended December 31, 1987 and 1986, consolidated cash

flows for the ten-month period ended October 31, 1988

and the year ended December 31, 1987, and changes
in consolidated financial position for the year ended

... .December 31, 1986. These financial statements are

_the ’eSPODSlblht}' of the Company's managemem, Our'
responsibility is to express an opinion on these financial

statements based on our audits. We did not audit the
1986 financial statements of certain investees, Predeces-
sor’s investment in which is accounted for by the equity
method. Predecessor’s equity of $83.7 million in the net
assets of those investees at December 31, 1986, and of
$.6 million in the 1986 net losses of those investees is
included in Predecessor’s 1986 consolidated financial
statements. The 1986 financial statements of those
investees.were audited by other auditors whase reports

- thereon have been furnished to us, and ouropinion
expressed herein, insofar as it relates to amounts ., .- - —.....

included for those investees for 1986, is based solely
upon the reports of such other auditors.
We conducted our andits in accordance with gener-

ally accepted auditing standards. Those standards require.
that we plan and perform the audit to obtain reasonable ..

assurance about whether the financial statements are -~ ~ o0’
wie e Oakland Cahfom

" March 20, 1989

free of material misstatement. An audit includes exam-
ining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit
also includes assessing the accounting principles used
and significant estimates made by management, as well
as evaluating the overall financial statement presenta-
tion. We believe that our audits and the reports of other
auditors provide a reasonable basis for our opinion.

In our opinion, based upon our audits and the
reports of ather auditors, such consolidated financial
statements present fairly, in all material respects, the

.....of Predecessorat estimated fair values, Accordingly,
the consohdated financial statements ‘of Successor

- these-cl s

financial position of Successor and subsidiary companjes
at December 31, 1988 and the results of their operations
and their cash flows for the two-month period then
ended, and the financial position of Predecessor and sub-
sidiary companies at December 31, 1987 and the resuits
of their operations for the ten-month period ended Octo-
ber 31, 1988 and the years ended December 31, 1987 and
1986, their cash flows for the ten-month period ended
October 31, 1988 and the year ended December 31, 1987,
and the changes in their finanicial position for the year
ended December 31, 1986 in conformity with oenerally
accepted accounting principles.

As discussed in Notes 1 and 2 to the consolidated
financial statements, MAXXAM Inc. acquired Kaiser-

. Tech Limited in a purchase transaction deemed to be

effective as of October 31, 1988. Push-down accounting

" has been applied to the financial statements of Succes-

sor, and Successor has recorded the assets and liabilities

*s-ix.lﬂ\-‘l&w‘

are not comparable to those of Predecessor.
As discussed in Note 3 to the consolidated financial
statements, in 1988 Predecessor changed its consolida-
tion policy for majority-owned subsidiaries to conform
with Financial Accounting Standard (FAS) No. 94, and
also changed to a statement of cash flows in place of a
statement of changes in financial position to comply
with FAS No. 95. The 1987 consolidated financial scate-
ments and the 1986 consolidated balance sheethave ..
been xev:sed from those ptevmusly xssued to reﬂect

e we-AS discussed in Note 13, in 1986 Predecessor

changed its method of accounting for defined benefie ) ‘
pensmn plansto conform with EAS Nos. 87 and 88.

‘DM W&-M/'
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- QPERATLNG AND FINANCIAL DATA (UNAUDITED]

Kaiser Aluminum & Chemical Corporation and Subsidiary Companies

Successor Predecessor
TwoMonths  Ten Months
Ended Ended Years Ended December 31,
December3t,  October 31,
1088 1088 1987 19864 1985 198¢ 1983 1981 1979
Aluminum tonnage
(metrick
Capacity at vear-end 5780001 690,000} 690,000 903,000 923,000 923,000 1,053,000 [,033,000 1,012,000 1,004,000
Primary production 93,314 547,669 633,328 577,861 511,886 538,662 617,566 940,119 973,670
Sales:
Primary 51,687 226,356 124,833 74591 37,218 169,369 215,753 168,631 229,683
Fabricated 45458 441079 648,682 688,150 636,956 571827 566,377 670483 756,342
Total sales 97,145 667435  TT3SIS 763,741 674174 741,196 783,130 839,104 986,025
Average number of )
employees 11,248 11,468 13,096 13454 16234 20,688 26,250 28,951
Number of stockholders —
preferred and preference . -- 1,033 - 1,878 1,403 955 1,053 1,251 1,377 3
Additions {millions of
dollarsk
Property, plant, and . & - oo T A
equipment $13.5 s80.8 $86.6 $93.1 1207  $232.4 $204.6 $390.6 - $1648  s141.4
Investments and . T
 advaoces, | .y 1.3 VL JR . baz . 4ab.....293

7

(1] Includes the U.S. plants and the Company’s share of Volta Aluminium Company Limited, Anglesey Aluminium Limited, Boyne Smelters Limited, and

Aluminium Bahnin.




QUARTERLY FINANCIAL DATA (UNAUDITED)

Kaiser Aluminum & Chemical Corporation and Subsidiary Companies

Amounts for the last two months of the last quarter of 1988 are those of Successor. Amounts for the first month of the
last quart!?uf 1988 and for each of the other quarters comprising 1988 and 1987 are those of Predecessor.

Predecessor =.~ . - . Successor
T Months Two Months
Month of Ended Ended
1988 Quarters Ended Mar. 11 fun. 0 Sep.jo_ . October Qcrober 3¢ December 31
Continuing operations: ' i x .
Net sales $520.0 &S 5402 $663.9 _ .°$197.3 SI,021.4 s 208.r
Gross profit - 108.1 126.7 174.5 49-7 459.0 L7
Income (I¢. s) from ‘ ' _
continuing operations 303 41.1 62.2 - LI % 144.7 28.1
Net income (loss) 38.1 33.0 - . 832 . ‘314 L75.7 28.1
;—\: 1987 Quarters Ended Mar. 3t Jun, jo . Sepjow Dec. 31 1987
Continuing operations: ] .
Net sales '$488.2 $ 526.4 $527.4 ~ $460.9 $2,002.9
Gross profit. 65.1 86.3 " 99.0 59.8 > 3103
Income (loss)ﬁom : - C
~  continuing operations (30.7) (358.3) 139 - % 6 " (343-8)
..Netincomef(loss) . ... ... (20-32 ... (387.3), Mwmlwm.ﬂm»& B wimmens, (354 e Fimssadies

(x)lncludesagaube!otemofsx.7&nmdxsposmono§ businesses. © 7 ° Tt ‘:?JT' R il
(:.)Resmedbr&ea&wondﬁmaﬂ&oumSMN&ummhﬂmﬁtmnomemm

43)in June x987,KamuAhmnmmm*dbrbsuois;ha.MhﬁmMﬁmmdmngmhmdmmloupmvmou ofs354.5 .

in continuing operations consisted principaily of write-downs of the electrical products mamufscruring tasiness apd idle and uneconomic primary aluminum
production capacity, and provision for the loss upon disposition of oil and gas properties. The loss provision of $33. in discontinued operations related tn cerain
operations and businesses that were discontinued in recent years.

{4) Includes a gain before tax of $16.1 from sale of the food service packaging business. In September 1987, Kz&Alummnm provided for both before ard afeer eax
losses of $13.0, relating to the restrucruring of corporate staff, $11.6 in continuing operations and $1.4 in diséominued operations.

{5) Includes a gain before tax of s52.7 from the sale of Kaiser Alnminium Europe Incorporated.

¥

-
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" TEN-YEAR SELECTED FINANCIAL DATA
STATEMENTS OF CONSOLIDATED INCOME

Kaiser Aluminum & Chemicaf Corporation and Subsidiary Companies

Successor Predecessor
TwoMonths  Ten Months
Ended Ended Years Ended December 1.
Decernber 31, October 31,
.mullions of doilarst 1988 1988 1987 1986 198¢ 1984 1083 1682 1981 1980 573
REVENUES: . .
Net sales s208.1  S$1,9314 $2,00%9 S$I1,967.1 SL7740 $19357 $1,735.0 818335 s2I1632 S2425.5 81,2553
Other 14 63 b 68.7 62.3 324 8r7 3597 1né 119.1 875
Thtal reveniues 300.§ 1,967.7 2,007.7 20358 1,8363 19681 18168 2,1933 . 22748 5446 13428
COSTS AND EXPENSES:
Cost of products sold 236.7 1462.4 16927 L7152 L6247 18279 1,655 19035 19377 1870 17308
Depreciation 7.7 69.6 91.7 106.6 I01.2 101.0 9.2 96.1 76.1 736 68.9
Selling, administrative,
reseacchand
development, and .
general - 14.6 8.7 ° 1143 128.5 115.0 1148 058" 137 129.3 128.3 13 { X3
Interest R X1 69.6 xoé.{ 127.§ 122.8 133 8.5 .y 5.8 so.0 527
Other’ 4.8 23.7 148 78.9 236.6 233 62.2 90.3 7 a5 .7
Restucruringof \ . 5
-operations - - -« * . T T 366 . o - ’ ) T
Total costsand i .
expenses 3630 L7150 2,39L7  2,1567 22003 31803 20023 15,3360 L2054 13,1334 L9831
ot — e - - s
Income (loss) from -
contimuing operations T o ) .
before income taxes and
minority interests 475 252.7 2940) - (1209) (3640} (2123} ({1854}  (132.9) 692 2 359.3
. Provision {credit) for i :
income taxes 18.3 102.4 468 430!  (168.7) (1500}  (118.1) e 58 - 16nI 157.4
; Income (loss} from
5 continuing operations
i’ before minority interests 29.2 150.3 (3408} (77.9)  {198.3) (62.2} 673} {1449 634 2481 2019
i Minority interests (1.1} {5-6) (2.7
; Income(lossjfrom .. . .. . . C e e - - R i o
;‘ _ continuingoperadons - 8.1 1447 (3435) (779}  (1983)  (622) (673} (1448 . 634 21 2019
; -.. -Discontinued operations— .- e B R e DT '
i .Income from operations 5.9 O § &4 26.2 16.8 55 Il e '_g.s 503 518.
. Income (loss}on ' : - o
" dispositions (109) {238} 191 (sa} (607}
X "Inicome {loss) from ) U ST e iERREa e
* discontinued operations . {s-0} {1r.4) 452 11.8 {35.2) 7.1, . 76 . 625.. . " 503 s1.8 .
' Income {loss} before. - . " ¢ v - “‘N':. T ;
: extraordinacy item: - g 281 1397 S (3549) $ (327) s (1865) s (o7}, (502} (1372} T 1359 2944 8537 0
. Extraordinary income —tax o
ﬁ Net income (loss) os281 s 1757 s (3549) S (327) s_{(1865) s (974} 8 (503} 8 (373)_s 1259 s 2044 s 537,
= Debt-to-capital rario (%)3) 372 380 50.5 518 §53 (184 322 1.8 39.7 307 35.9
,§ {1} Restated for the adoption of Financial Accounting Standard No. 94 requiring full consolidation of majority-owned subsidiaries,
é {2) Total debt as a ratio of total debt, deferred income taxes, deferred income, minority interests, redeemable preference stock, and stockholders’ equity
4
i
-
g +
1
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Successor Predecessor
,rilhions of doilarss 1988 1987+ 19361 1985 1984 1983 1982 19t 198 o
ASSETS
Current assets: . - )
Cash and cash equivalents $ 295 $ 317 S 1075 s 1081 S 366 5 248 5 329 S 745 S 631 s g1y
Receivables 3213 jle9 3336 3040 3597 4789 5207 3032 4000 g
Inventories 4514 4799 6443 6019 6498  63LI 709.9 895.5 788.0 6340
Prepaid expenses 43 20.5 15.5 12.1 88 §3 23.0 19.0 8.7 351
Assets held for sale 336.6
Current assets of discontinued
operations — et 44.6 60.0 87.8 304.7 230.7 240.6 350.8 3871 2302
Total current assets L323.1 987.6 1,160 I,1039 1,3596 13707  1,528.1 1,653.0 L§76.9 14855
Investments and advances 3535 2044 182.6 3013 322.§ 300.5 338.1 s8o.9 3657 390.9
Property, plant, and equipment — az cost 676.6 1,908.7  2,043.8 25393 23,6208 24528 12,3836 22067 19976 19381
Accumulated depreciation 7.7 9583 14879 IL,144.9 - 11086 10467 10252 943.6 931.3 911§
Propertv, plant, and equipment—aet 668.9 950.5 14559 [,3944 S22 LgobI  §,3584 13631 10663  1,0266
Noncurrent assets of discontinued Cee S - - - h
operations— net 292.3 295.9 3321 3§8.1 §00.3 1908 3753 3582 3204
Otherassets ,.....e0c 587 TILG vinn [39.7 ~orimem L1402 -+ BRgmr-von 96ufonrvrr 938551777663 7007 © §6.Broeminitygs
Dol . $3.4043.  STS46T  $3,235.0 532356 53,6408 53,6833 33,8002 540385 $3553.9 13,2680
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities: S
Accounts payable and accruals s 5289 S 48701 S 4504 S 4050 S 4706 S 5257 S 46290 S 4949 S 5303 S 537
Income taxes payable : 596 367 4.7 274 108.3.. 1477 . 2069 3617 3320 280.3
Notes payable 6.5 92.3 257.8 1145 238.6 305.2 LI 310
Long-term debt —current portion 117.0 §3.§ 147.6 161.6 79.6 338 38.6 743 63.5 §3.1
Total current liabilities 705.5 §77.3 676.2 687.2 016.3 8217 947.0 1,136.0 957.9 908.1
Long-term lizbilities 1882 160.3 110.3 103.0 43.0 40.6 436 3807 312 -
Long-term debt 4802 887.3 11849 12361 12220 1,1045 LOIG.gi- . 908.1 7211 7940

" Deferred ificomé taxes 65.6 619 27.6 123.3 2715 Ja2.9~u: jag8 - 2638 231.8"
Deferred income 57 79 - sor s13 sas PR CPCIR ST Y

" Minority interest 1.0 1.4 1.3 . :

" Redeemable preference stocks 621 389 41 . 89 o -
Stockholders’ equity: . . - : sty Geiamg e e ne s et ;
- Preferredand preference stocks L% w8 oma . 8 I47... 147 . 160 . 169 Az

‘Common stock 15.0 15.0 149 148 146 145 1447 F0 143 ETILE Y IREE
_.Additional capital . 8974 - - 316 | 3246 - 3165 3093<r 2739 369.3~.. . 2684 7v: 256§ n3z
" Currency translation adfustment 52 7.1 34) (3 165) - ¥
Retained earnings 264 376.6 738.6 781.0 9778 11038 rLI79.6 13520 I38r8 10485
Thtal stockholders’ equity ., 9473 7602 ILI184. - L1327 12839 13804 14793 ' LESES 15799  L33K
Toual $34043 53,5467 $3,235.0 $3,3356 $3,6408 $36832 s3B09.2 340385 53,5539 $32680°

TEN-YEAR SELECTED FINANCIAL DATA
CONSOLIDATED BALANCE SHEETS

Kaiser Aluminum & Chemical Corporation and Subsidiarv Companies

{1) Restated for adoption of Financial AmuntingSunﬁard No. 94 requiring full consolidation of majority-owned subsidizries.

-
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* CORPORATE INFORMATION

DOMESTIC OPERNTIONS PARTIALLIST

Pleasanton R&D

-3 .

1',"'Te.ms )
"Sfxepnan Extruded Products
- "E:rmcsm_c
g S Iackson ' Rod, Bar, and Wire
) ':\Nashm;.,mn
- : Muld Primary Aluminum
.L;,“ Jacoma Primary Aluminum

(I .‘-qmmwuod Flat-Rolled Products

STATE « fTY CEIRAIN N
Cahfornia
Los Angeles Extruded Products
.. Oakland Corporate Headquarters
Oxnard Forgings

Georgia
Macon Rod, Bar, and Wire
Louisianas, =9
K Gramercyg, Alumina i
K+ ST
Ohio -
Newark Rod, Bar, and Wire
<'Ibledo* Coated Coil
'Okmhomz
Tulsa, | Extruded Products, Cathodes
t‘ .t
Pcrms;&mi‘x
. Ede * Forgines
South 3
Carolina .
2 Greenwood Forgings

Des:gn: Cmpmme_ anhxc.s Inc, Los Any,du '\u.w Yark London
-~"Photographyr Nikelay-Zurek, Sarr Franacisco
- Printing George Rice & Sons, Loy Angeles

- L - T e et DR RE P e T

WORLDWIDE OPERATIONS

Kaiser Aluminum & Chemical C()rpor.mun through.
subsidiaries or affiliates, participates in the followi ing
operations in these countries:

Australiy

Boyne Smelters Limited {20% owned)
Queensland Alumina Limited {28.3%)
Bahrain

Aluminium Bahmin (17%)

Canada

Kaiser Aluminum & Chemical of Canada, Ltd. (100%)
Chana
Volta Aluminium Company Limited (90°%
Jamuaica
Alumina Partners of Jamaica (50%%)
Kaiser Jamaica Bauxite Company {49}
Wales, UK.

Anglesey Aluminium Limited (49"

Ay of February 28, 1989

AUDITORS
Deloitte Haskins & Sells, Oakland.

\
TRANSFER AGENTS ANDY REGISTR AR p
Morzan Sharcholder Services Trust Cump;m_», New York (all
classes af stock; also dividend-paving and conversion agent),
Bank of America N.T. & S.A,, San Francisco (all classes of
stock; also conversion agent).

FORM 10K,

The corporation’s Form 10-K annual report to the Securities  §
and Exchange Commission, including financial statements,
may be obtained without charze by writing to the Corporate
Secretary, Kaiser Aluminum & Chermical Corporation, 300
Lakeside Drive, Room 2023, Oakland, CA 94643
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