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DISCLOSURE STATEMENT, DATED SEPTEMBER 7, 2005

SOLICITATION OF VOTES
WITH RESPECT TO THE
SECOND AMENDED JOINT PLAN OF REORGANIZATION OF
KAISER ALUMINUM CORPORATION, KAISER ALUMINUM & CHEMICAL CORPORATION
AND CERTAIN OF THEIR DEBTOR AFFILIATES

THE BOARDS OF DIRECTORS OR COMPARABLE GOVERNING BODIES OF KAISER
ALUMINUM CORPORATION (i.e., KAC), KAISER ALUMINUM & CHEMICAL CORPORATION (i.e.,
KACC) AND THEIR DEBTOR AFFILIATES LISTED ON THE COVER PAGE TO THIS DISCLOSURE
STATEMENT (COLLECTIVELY WITH KAC AND KACC, THE "DEBTORS") BELIEVE THAT THE
SECOND AMENDED JOINT PLAN OF REORGANIZATION, DATED SEPTEMBER 7, 2005 AND
ATTACHED HERETO AS EXHIBIT I (i.e., THE PLAN), IS IN THE BEST INTERESTS OF CREDITORS,
INCLUDING HOLDERS OF ASBESTOS PERSONAL INJURY CLAIMS AND HOLDERS OF OTHER
CHANNELED PERSONAL INJURY CLAIMS. ALL CREDITORS ENTITLED TO VOTE ON THE PLAN
ARE URGED TO VOTE IN FAVOR THEREOF. A SUMMARY OF THE VOTING INSTRUCTIONS IS
SET FORTH ON PAGE 191 OF THIS DISCLOSURE STATEMENT. MORE DETAILED
INSTRUCTIONS ARE CONTAINED ON THE BALLOTS DISTRIBUTED TO CREDITORS ENTITLED
TO VOTE ON THE PLAN AND ON EXHIBIT 111 TO THIS DISCLOSURE STATEMENT. TO BE
COUNTED, YOUR BALLOT MUST BE DULY COMPLETED, EXECUTED AND RECEIVED BY 5:00
P.M., EASTERN TIME, ON NOVEMBER 14, 2005 OR SUCH OTHER DATE IDENTIFIED ON YOUR
BALLOT (i.e., THE VOTING DEADLINE), UNLESS EXTENDED.

THE CREDITORS' COMMITTEE HAS INDEPENDENTLY CONCLUDED THAT THE PLAN IS
IN THE BEST INTERESTS OF UNSECURED CREDITORS AND URGES CREDITORS TO VOTE IN
FAVOR OF THE PLAN.

THE ASBESTOS CLAIMANTS' COMMITTEE HAS INDEPENDENTLY CONCLUDED THAT
THE PLAN IS IN THE BEST INTERESTS OF ASBESTOS CLAIMANTS AND URGES ASBESTOS
CLAIMANTS TO VOTE IN FAVOR OF THE PLAN.

THE FUTURE ASBESTOS CLAIMANTS' REPRESENTATIVE HAS INDEPENDENTLY
CONCLUDED THAT THE PLAN IS IN THE BEST INTERESTS OF FUTURE ASBESTOS-RELATED
CLAIMANTS. SIMILARLY, THE FUTURE SILICA AND CTPV CLAIMANTS' REPRESENTATIVE
HAS INDEPENDENTLY CONCLUDED THAT THE PLAN IS IN THE BEST INTERESTS OF FUTURE
SILICA-RELATED AND COAL TAR PITCH VOLATILE (i.e., CTPV) - RELATED CLAIMANTS.

THE CONFIRMATION AND EFFECTIVENESS OF THE PROPOSED PLAN ARE SUBJECT TO
MATERIAL CONDITIONS PRECEDENT, SOME OF WHICH MAY NOT BE SATISFIED. SEE
"ANSWERS TO CERTAIN QUESTIONS ABOUT THE PLAN AND DISCLOSURE STATEMENT —
WHAT MUST HAPPEN BEFORE THE PLAN CAN BECOME EFFECTIVE?" AND "VOTING AND
CONFIRMATION OF THE PLAN — CONFIRMATION — ACCEPTANCE OR CRAMDOWN." THERE
IS NO ASSURANCE THAT THESE CONDITIONS WILL BE SATISFIED OR WAIVED.

No person is authorized by any of the Debtors in connection with the Plan or the solicitation of acceptances
of the Plan to give any information or to make any representation, other than as contained in this Disclosure
Statement or incorporated by reference or referred to herein, and, if given or made, such information or
representation may not be relied upon as having been authorized by any of the Debtors. The delivery of this
Disclosure Statement will not under any circumstances imply that the information herein is correct as of any time



subsequent to the date hereof. The Debtors will make available to creditors entitled to vote on acceptance of the
Plan such additional information as may be required by applicable law prior to the Voting Deadline.

ALL CREDITORS, INCLUDING HOLDERS OF ASBESTOS PERSONAL INJURY CLAIMS AND
HOLDERS OF OTHER CHANNELED PERSONAL INJURY CLAIMS, ARE ENCOURAGED TO READ
AND CAREFULLY CONSIDER THIS ENTIRE DISCLOSURE STATEMENT, INCLUDING THE PLAN
ATTACHED HERETO AS EXHIBIT I, PRIOR TO SUBMITTING A BALLOT PURSUANT TO THIS
SOLICITATION.

The summaries of the Plan and each other document contained in this Disclosure Statement are qualified by
reference to the full text of such documents. See "Additional Information."

The information contained in this Disclosure Statement, including the information regarding the history,
business and operations of the Debtors, is included for purposes of soliciting acceptances of the Plan, but, as to
contested matters and adversary proceedings, is not to be construed as admissions or stipulations, but rather as
statements made in settlement negotiations.

FORWARD-LOOKING STATEMENTS: THIS DISCLOSURE STATEMENT INCLUDES
FORWARD-LOOKING STATEMENTS BASED LARGELY ON THE CURRENT EXPECTATIONS OF
THE DEBTORS ABOUT FUTURE EVENTS. THE WORDS "BELIEVE," "MAY," "WILL,"
"ESTIMATE,"” "CONTINUE," "ANTICIPATE," "INTEND," "EXPECT" AND SIMILAR EXPRESSIONS
IDENTIFY THESE FORWARD-LOOKING STATEMENTS. THESE FORWARD-LOOKING
STATEMENTS ARE SUBJECT TO A NUMBER OF RISKS, UNCERTAINTIES AND ASSUMPTIONS,
INCLUDING THOSE DESCRIBED BELOW UNDER THE CAPTION "NEW COMMON STOCK — RISK
FACTORS." IN LIGHT OF THESE RISKS AND UNCERTAINTIES, THE FORWARD-LOOKING
EVENTS AND CIRCUMSTANCES DISCUSSED IN THIS DISCLOSURE STATEMENT MAY NOT
OCCUR AND ACTUAL EVENTS COULD DIFFER MATERIALLY FROM THOSE ANTICIPATED IN
THE FORWARD-LOOKING STATEMENTS. THE DEBTORS UNDERTAKE NO OBLIGATION TO
PUBLICLY UPDATE OR REVISE ANY FORWARD-LOOKING STATEMENTS, WHETHER AS A
RESULT OF NEW INFORMATION, FUTURE EVENTS OR OTHERWISE.

THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION (THE ""SEC"), ANY STATE SECURITIES
COMMISSION OR ANY SECURITIES EXCHANGE OR ASSOCIATION, NOR HAS THE SEC, ANY
STATE SECURITIES COMMISSION OR ANY SECURITIES EXCHANGE OR ASSOCIATION PASSED
UPON THE ACCURACY OR ADEQUACY OF THE STATEMENTS CONTAINED HEREIN.

IF YOU HAVE ANY QUESTIONS REGARDING VOTING ON THE PLAN OR THE BALLOT
OR BALLOTS (IF ANY) THAT YOU HAVE RECEIVED, PLEASE CONTACT THE DEBTORS' VOTING
AGENT, LOGAN & COMPANY, AT (973) 509-3190.

All capitalized terms in this Disclosure Statement not otherwise defined herein have the meanings
given to them in the Plan.
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ADDITIONAL INFORMATION

Any statement in this Disclosure Statement concerning the provisions of any document is not necessarily
complete, and in each instance reference is made to such document for the full text thereof. Certain documents
described or referred to in this Disclosure Statement have not been attached as Exhibits because of the
impracticability of furnishing copies of these documents to all recipients of this Disclosure Statement or because
such documents have not yet been filed with the Bankruptcy Court. All of the Exhibits to the Plan (once Filed with
the Bankruptcy Court) may be inspected in the office of the Clerk of the Bankruptcy Court during normal hours of
operation of the Bankruptcy Court. This Disclosure Statement and the Exhibits hereto, the Plan and the Exhibits
thereto, and certain other documents and information described or referred to herein are or will be available to the
public over the Internet on the Document Website (www.kaiseraluminum.com). Holders of Claims against or
Interests in one or more of the Debtors may also obtain a copy of the Exhibits to the Plan (once Filed with the
Bankruptcy Court), as well as a copy of the Plan and this Disclosure Statement, from KAC by a written request sent
to the following address: Kaiser Aluminum Corporation, 27422 Portola Parkway, Suite 350, Foothill Ranch,
California 92610, Attn: General Counsel.

In addition, KAC files reports and other documents with the SEC in accordance with the requirements of
the Exchange Act. KAC's filings with the SEC, including its Annual Report on Form 10-K for the year ended
December 31, 2004 (the "KAC 2004 Form 10-K") and its Quarterly Report on Form 10-Q for the quarter ended June
30, 2005 (the "KAC 2005 Q2 Form 10-Q"), are available to the public over the Internet on the SEC's website at
www.sec.gov. Such filings may also be inspected at the SEC's Public Reference Room at 100 F Street, N.E., Room
1580, Washington, DC 20549. Information regarding the operation of the Public Reference Room may be obtained
by calling the SEC at 1-800-SEC-0330. The KAC 2004 Form 10-K, the KAC 2005 Q2 Form 10-Q and other filings
made by KAC with the SEC are also available on the Document Website.
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INTRODUCTION

The Debtors are seeking approval of the Plan, a copy of which is attached hereto as Exhibit I. This
Disclosure Statement is submitted by the Debtors in connection with the solicitation of acceptances of the Plan.

The confirmation of a plan of reorganization, which is the vehicle for satisfying the rights of holders of
claims against and interests in a debtor, is the overriding purpose of a chapter 11 case.

The primary objectives of the Plan are to:

alter the Debtors' debt and capital structures to permit them to emerge from their Reorganization
Cases with viable capital structures;

maximize the value of the ultimate recoveries to all creditor groups on a fair and equitable basis;
and

settle, compromise or otherwise dispose of certain claims and interests on terms that the Debtors
believe to be fair and reasonable and in the best interests of their respective Estates and creditors,
including holders of claims relating to asbestos and certain other personal injuries.

In furtherance of such objectives, the Plan provides for, among other things:

the classification and treatment of Claims and Interests;

the creation of the PI Trusts and the related Funding Vehicle Trust and the entry of the PI
Channeling Injunctions;

the cancellation of the currently outstanding common stock of KAC;

the contribution of New Common Stock and Cash to the Union VEBA Trust and the Retired
Salaried Employee VEBA Trust; and

the distribution of New Common Stock to the PBGC and other holders of Allowed General
Unsecured Claims.

If the Plan is confirmed and consummated in accordance with its terms, among other things:

The PI Trusts will be established for the benefit of the holders of Channeled Personal Injury
Claims (i.e., Asbestos Personal Injury Claims (Class 5), CTPV Personal Injury Claims (Class 6),
NIHL Personal Injury Claims (Class 7) and Silica Personal Injury Claims (Class 8)) and certain of
the PI Trust Assets (i.e., the common stock of Reorganized Kaiser Trading and the 75% of the
KFC Claim) will be transferred to the Asbestos PI Trust and the Silica PI Trust. The Funding
Vehicle Trust will be established to hold and manage the remaining PI Trust Assets (i.e., the PI
Insurance Assets (including rights to proceeds of insurance) and $13 million of Cash) and make
payments to the PI Trusts in accordance with the PI Trust Funding Agreement. In exchange for
the PI Trust Assets to be transferred to the Asbestos PI Trust and the Silica PI Trust pursuant to
the Plan and the PI Trust Funding Agreement, the PI Trusts will assume all liability and
responsibility for Channeled Personal Injury Claims. Channeled Personal Injury Claims will be
determined and paid in accordance with the terms, provisions and procedures of the applicable PI
Trust Agreement and PI Trust Distribution Procedures. Holders of Channeled Personal Injury
Claims will be permanently enjoined from pursuing their claims against the Reorganized Debtors
and other Protected Parties. See "Overview of the Plan — Establishment of the Funding Vehicle
Trust and the PI Trusts and Entry of the PI Channeling Injunctions" and "PI Trusts and
Distribution Procedures."



The Union VEBA Trust will receive 11,439,900 shares of New Common Stock (i.e., 57.2% of the
New Common Stock to be issued pursuant to the Plan) and Cash in an amount equal to the Initial
VEBA Contribution payable to the Union VEBA Trust, if any, and the Retired Salaried Employee
VEBA Trust will receive 1,940,100 shares of New Common Stock (i.e., 9.7% of the New
Common Stock to be issued pursuant to the Plan) and Cash in an amount equal to the Initial
VEBA Contribution payable to the Retiree Salaried Employee VEBA Trust, if any; it is currently
estimated that, assuming the Effective Date occurs on December 31, 2005, the Debtors will not be
required to make either Initial VEBA Contribution. Following the Effective Date, depending on
the financial performance of Reorganized KAC, the Union VEBA Trust and the Retired Salaried
Employee VEBA Trust may receive additional Cash contributions (i.e., Variable VEBA
Contributions). See "Overview of the Plan — Agreements with Labor Regarding Pension and
Retiree Medical Benefits" and "Operations During the Reorganization Cases — Agreements with
Labor Regarding Pension and Retiree Medical Benefits."

Unless otherwise agreed by the holder of a General Unsecured Claim and the applicable Debtor
and except as otherwise provided in the Environmental Settlement Agreement with respect to
Additional Sites (as such term is defined therein) (see "Operations During the Reorganization
Cases — Certain Other Litigation and Settlements During the Reorganization Cases —
Environmental Settlement Agreement"), each Holder of an Allowed General Unsecured Claim
(Class 9) will receive its Pro Rata Share of 4,460,000 shares of New Common Stock.
Notwithstanding the foregoing, in accordance with the contractual subordination provisions of the
Senior Subordinated Note Indenture and paragraph 4 of the 7-3/4% SWD Revenue Bond
Settlement, the aggregate amount of consideration that would otherwise be payable to the holders
of Senior Subordinated Note Claims in the absence of the contractual subordination provisions of
the Senior Subordinated Note Indenture will be distributed to holders of Allowed Senior Note
Claims and holders of Allowed 7-3/4% SWD Revenue Bond Claims on a pro rata basis. It is
anticipated that the Asbestos PI Trust and the Silica PI Trust will together receive an aggregate of
1,275,714 shares of New Common Stock (i.e., 6.4% of the New Common Stock to be issued
pursuant to the Plan) on account of their 75% of the KFC Claim (which is an Allowed General
Unsecured Claim in Class 9), with the Asbestos PI Trust receiving 1,199,171 of such shares and
the Silica PI Trust receiving 76,543 of such shares. See "Overview of the Plan — Distributions of
New Common Stock," "Operations During the Reorganization Cases — Guaranty Subordination
Dispute" and "Operations During the Reorganization Cases — 7-3/4% SWD Revenue Bond
Dispute."”

In addition to the 947,366 shares of New Common Stock the PBGC is expected to receive as the
holder of an Allowed General Unsecured Claim (Class 9) and the 136,067 shares of New
Common Stock the PBGC, as the holder of an allowed general unsecured claim against KFC, is
expected to receive pursuant to the Alumina Subsidiary Plan for KAAC and KFC as the PBGC's
proportionate share of the New Common Stock to be distributed on account of KFC's 25% of the
KFC Claim (which is an Allowed General Unsecured Claim in Class 9) (see "Overview of the
Plan — Distributions of New Common Stock," "Overview of the Plan — PBGC Settlement
Agreement" and "Operations During the Reorganization Cases — PBGC Settlement Agreement"),
the PBGC, as the holder of the Canadian Debtor PBGC Claims (Class 4), will receive

(a) 2,160,000 shares of New Common Stock and (b) $2.5 million in Cash. Accordingly, it is
anticipated that the PBGC will receive an aggregate of 3,243,433 shares of New Common Stock
(i.e., 16.2% of the New Common Stock to be issued pursuant to the Plan) on account of its Class 9
Claim, its Claims 4 Claims and its general unsecured claim against KFC.

Except as otherwise provided in the Plan, each holder of a Senior Note Claim or a 7-3/4% SWD
Revenue Bond Claim that would otherwise be a General Unsecured Claim (Class 9) except that
the stated principal amount of the securities underlying the allowed amount of such Claim is either
equal to or less than $15,000 (i.e., a Subclass 2A Convenience Claim) will receive Cash equal to
5.8% of the allowed amount of such Claim.

Except as otherwise provided in the Plan, each holder of a 7.60% SWD Revenue Bond Claim that
would otherwise be a General Unsecured Claim (Class 9) except that the stated principal amount



of the securities underlying the allowed amount of such Claim is either equal to or less than
$30,000 or an Unsecured Claim other than a Public Note Claim that would otherwise be a General
Unsecured Claim (Class 9) except that the allowed amount of such Claim is equal to or less than
$30,000 (i.e., a Subclass 2B Convenience Claim) will receive Cash equal to 2.9% of the allowed
amount of such Claim.

Please refer to the chart beginning on page 13 of this Disclosure Statement for a summary of the proposed
treatment of each class of Claims and Interests.

AS OF THE EFFECTIVE DATE, IN CONSIDERATION FOR THE OBLIGATIONS OF THE
DEBTORS AND THE REORGANIZED DEBTORS UNDER THE PLAN AND THE CASH, NEW
COMMON STOCK AND CONTRACTS, INSTRUMENTS, RELEASES AND OTHER AGREEMENTS
AND DOCUMENTS TO BE ENTERED INTO OR DELIVERED IN CONNECTION WITH THE PLAN,
EACH HOLDER OF A CLAIM, OTHER THAN A HOLDER OF A CHANNELED PERSONAL INJURY
CLAIM, THAT VOTES IN FAVOR OF THE PLAN WILL BE DEEMED TO FOREVER RELEASE,
WAIVE AND DISCHARGE ALL CLAIMS, OBLIGATIONS, SUITS, JUDGMENTS, DAMAGES,
DEMANDS, DEBTS, RIGHTS, CAUSES OF ACTION AND LIABILITIES (OTHER THAN THE RIGHT
TO ENFORCE THE DEBTORS' OR THE REORGANIZED DEBTORS' OBLIGATIONS UNDER THE
PLAN AND THE CONTRACTS, INSTRUMENTS, RELEASES, AND OTHER AGREEMENTS AND
DOCUMENTS DELIVERED THEREUNDER), WHETHER LIQUIDATED OR UNLIQUIDATED, FIXED
OR CONTINGENT, MATURED OR UNMATURED, KNOWN OR UNKNOWN, FORESEEN OR
UNFORESEEN, THEN EXISTING OR THEREAFTER ARISING IN LAW, EQUITY OR OTHERWISE,
THAT ARE BASED IN WHOLE OR IN PART ON ANY ACT, OMISSION, TRANSACTION OR OTHER
OCCURRENCE TAKING PLACE ON OR PRIOR TO THE EFFECTIVE DATE IN ANY WAY
RELATING TO A DEBTOR, THE REORGANIZATION CASES OR THE PLAN THAT SUCH ENTITY
HAS, HAD OR MAY HAVE AGAINST ANY DEBTOR OR OTHER KAISER COMPANY, THE
CREDITORS' COMMITTEE OR MEMBERS THEREOF, THE ASBESTOS CLAIMANTS' COMMITTEE
OR MEMBERS THEREOF, THE RETIREES' COMMITTEE OR MEMBERS THEREOF, THE FUTURE
ASBESTOS CLAIMANTS' REPRESENTATIVE, THE FUTURE SILICA AND CTPV CLAIMANTS'
REPRESENTATIVE, ANY DIP LENDER, ANY INDENTURE TRUSTEE OR ANY OF THEIR
RESPECTIVE PRESENT OR FORMER DIRECTORS, OFFICERS, EMPLOYEES, ACCOUNTANTS
(INCLUDING INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS), ADVISORS, ATTORNEYS,
INVESTMENT BANKERS, UNDERWRITERS, CONSULTANTS OR OTHER AGENTS OR
SHAREHOLDERS, ACTING IN SUCH CAPACITY (WHICH RELEASE WILL BE IN ADDITION TO
THE DISCHARGE OF CLAIMS AND TERMINATION OF INTERESTS PROVIDED IN THE PLAN AND
UNDER THE CONFIRMATION ORDER AND THE BANKRUPTCY CODE), EXCEPT FOR THOSE
CLAIMS, OBLIGATIONS, SUITS, JUDGMENTS, DAMAGES, DEMANDS, DEBTS, RIGHTS, CAUSES
OF ACTION AND LIABILITIES BASED ON: (A) ACTS OR OMISSIONS OF ANY SUCH PERSON
CONSTITUTING GROSS NEGLIGENCE OR WILLFUL MISCONDUCT; (B) IF THE HOLDERS OF
THE SENIOR SUBORDINATED NOTES ARE OR WERE DETERMINED BY THE ORDER
CONTEMPLATED BY SECTIONS 2.4(c)(i)(B) AND 2.4(c)(ii)(B) OF EITHER OR BOTH OF THE
ALUMINA SUBSIDIARY PLANS TO BE ENTITLED TO A DISTRIBUTION UNDER EITHER OR BOTH
OF THE ALUMINA SUBSIDIARY PLANS, ACTS OR OMISSIONS OF ANY SUCH PERSON RELATED
TO OR GIVING RISE TO THE CIRCUMSTANCES UNDERLYING ANY OF THE CONTRACTUAL
SUBORDINATION DISPUTES; OR (C) CONTRACTUAL OBLIGATIONS OF, OR LOANS OWED BY,
ANY SUCH PERSON TO A DEBTOR. NOTHING IN PROVISIONS OF THE PLAN DESCRIBED IN
THIS PARAGRAPH WILL LIMIT IN ANY WAY THE SCOPE OR APPLICABILITY OF ANY PI
CHANNELING INJUNCTION. SEE "GENERAL INFORMATION CONCERNING THE PLAN —
RELEASES — GENERAL RELEASES."

BY AN ORDER OF THE BANKRUPTCY COURT DATED SEPTEMBER 8, 2005, THIS
DISCLOSURE STATEMENT HAS BEEN APPROVED AS CONTAINING "ADEQUATE
INFORMATION" FOR CREDITORS OF THE DEBTORS IN ACCORDANCE WITH SECTION 1125 OF
THE BANKRUPTCY CODE. THE BANKRUPTCY CODE DEFINES "ADEQUATE INFORMATION" AS
"INFORMATION OF A KIND, AND IN SUFFICIENT DETAIL, AS FAR AS IS REASONABLY
PRACTICABLE IN LIGHT OF THE NATURE AND THE HISTORY OF THE DEBTOR AND THE
CONDITION OF THE DEBTOR'S BOOKS AND RECORDS, THAT WOULD ENABLE A



HYPOTHETICAL REASONABLE INVESTOR TYPICAL OF HOLDERS OF CLAIMS OR INTERESTS
OF THE RELEVANT CLASS TO MAKE AN INFORMED JUDGMENT ABOUT THE PLAN . .. ."
11 U.S.C. § 1125(a)(1).

THE DEBTORS' BOARDS OF DIRECTORS OR COMPARABLE GOVERNING BODIES
BELIEVE THAT THE PLAN IS IN THE BEST INTERESTS OF CREDITORS, INCLUDING HOLDERS
OF ASBESTOS PERSONAL INJURY CLAIMS AND HOLDERS OF OTHER CHANNELED PERSONAL
INJURY CLAIMS. ALL CREDITORS, INCLUDING HOLDERS OF CHANNELED PERSONAL INJURY
CLAIMS, ENTITLED TO VOTE ARE URGED TO VOTE IN FAVOR OF THE PLAN BY NO LATER
THAN 5:00 P.M., EASTERN TIME, ON NOVEMBER 14, 2005 OR SUCH OTHER TIME OR DATE
IDENTIFIED ON THEIR BALLOT.

The requirements for Confirmation of the Plan under the Bankruptcy Code, including the vote of creditors
to accept the Plan and certain of the statutory findings that must be made by the Bankruptcy Court, are described in
"Voting and Confirmation of the Plan." Confirmation of the Plan and the occurrence of the Effective Date are also
subject to a number of significant conditions, which are set forth in the Plan and summarized in "Answers To
Certain Questions About The Plan And Disclosure Statement — What must happen before the Plan can become
effective?" There is no assurance that these conditions will be satisfied or waived.



ANSWERS TO CERTAIN QUESTIONS ABOUT THE PLAN AND DISCLOSURE STATEMENT

The information presented in the answers to the questions set forth below is qualified in its entirety by
reference to the full text of this Disclosure Statement, including the Plan attached hereto as Exhibit I. All creditors,
including holders of Asbestos Personal Injury Claims and other Channeled Personal Injury Claims, entitled to
vote on the Plan are encouraged to read and carefully consider this entire Disclosure Statement, including the
Plan attached hereto as Exhibit I, prior to submitting a Ballot to accept or reject the Plan.

What is this document and why am 1| receiving it?

On February 12,2002, KAC, KACC and certain of their affiliates filed petitions for relief under chapter 11
of the Bankruptcy Code and, on each of March 15, 2002 and January 14, 2003, additional affiliates of KAC and
KACC also filed petitions for such relief. The reasons KAC, KACC and those affiliates filed for chapter 11
protection are described under "Certain Events Preceding the Debtors' Chapter 11 Filings." In connection with their
proposed reorganization in accordance with chapter 11, the Debtors have prepared the Second Amended Joint Plan
of Reorganization attached as Exhibit I to this Disclosure Statement (i.€., the Plan), which sets forth in detail the
proposed treatment of the Claims of the Debtors' creditors and Interests of the Debtors' equity interest holders. This
Disclosure Statement describes the terms of, and certain other material information relating to, the Plan.

This Disclosure Statement is being delivered to you because you are the holder of, or have otherwise
asserted, either a Claim or Claims against, or an Interest or Interests in, one or more of the Debtors. This Disclosure
Statement is intended to provide you with information sufficient to make an informed decision as to whether to vote
to accept or reject the Plan (to the extent you are eligible to do so).

Am 1 eligible to vote to accept or reject the Plan?

You are entitled to vote to accept or reject the Plan only if you hold an Allowed Claim (or a Claim that has
been temporarily allowed for voting purposes) in one or more of the following Classes:

e  Subclass 2A (Senior Note and 7-3/4% SWD Revenue Bond Convenience Claims)
e  Subclass 2B (Other Convenience Claims)

e Class 4 (Canadian Debtor PBGC Claims)

e C(Class 5 (Asbestos Personal Injury Claims)

e C(Class 6 (CTPV Personal Injury Claims)

e (Class 7 (NIHL Personal Injury Claims)

e C(lass 8 (Silica Personal Injury Claims)

e  Subclass 9B (Other Unsecured Claims)

In accordance with section 1123(a)(1) of the Bankruptcy Code, Administrative Claims and Priority Tax Claims have
not been classified and thus are excluded from the Classes, and if you are a holder of an Administrative Claim or
Priority Tax Claim, you are not eligible to vote with respect to the Plan as a holder of such Claim. If you hold an
Allowed Claim in Class 1 (Unsecured Priority Claims) or Class 3 (Secured Claims), because you are either receiving
Cash equal to the allowed amount of such Claim or, in the case of a Secured Claim, your Claim is being Reinstated,
you are deemed to have accepted the Plan and you may not vote with respect to it as a holder of such Claim. If you
hold an Allowed Claim in Subclass 9A (Senior Subordinated Note Claims), an Allowed Interest in Class 12 (KAC
Old Stock Interests) or an Allowed Interest in Class 14 (KACC Old Stock Interests), because you will not recover or
retain anything on account of such Claim or Interest, you are deemed to have rejected the Plan and will not be
entitled to vote with respect to it as a holder of such Claim or Interest. If you hold an Allowed Claim in Class 10
(Canadian Debtor Claims), because you are being paid in full in accordance with the terms of such Claim, you are



deemed to have accepted the Plan and may not vote with respect to it as a holder of such Claim. The Debtors or
affiliates of the Debtors are the holders of all of the Claims in Class 11 (Intercompany Claims) and all of the
Interests in Class 13 (Kaiser Trading Old Stock Interests), as well as certain Interests in Class 14 (KACC Old Stock
Interests), and are deemed to have consented to the Plan and, thus, to have accepted it. See "Voting and
Confirmation of the Plan — Voting Procedures and Requirements." Please refer to the chart beginning on page 13
of this Disclosure Statement for a summary of the classification of Claims and Interests.

Why should I vote to accept the Plan?

In connection with the formulation and negotiation of the Plan, the Debtors have evaluated numerous
alternatives to the Plan, including consummating an alternative plan of reorganization under chapter 11 of the
Bankruptcy Code, delaying the adoption of any plan of reorganization and liquidating the Debtors. The Debtors
have concluded that the Plan is the best alternative and will maximize recoveries by holders of Claims. See "Voting
and Confirmation of the Plan — Alternatives to Confirmation and Consummation of the Plan."

Furthermore, the Plan has been negotiated by and among the Debtors and representatives of the Debtors'
most significant creditors, including the Creditors' Committee (a committee appointed by the Bankruptcy Court to
represent the interests of the Debtors' unsecured creditors), the Asbestos Claimants' Committee (a committee
appointed by the Bankruptcy Court to represent the interests of the asbestos claimants), the Future Asbestos
Claimants' Representative (an individual appointed by the Bankruptcy Court to represent the interests of future
asbestos-related claimants) and the Future Silica and CTPV Claimants' Representative (an individual appointed by
the Bankruptcy Court to represent the interests of future silica-related and CTPV-related claimants). The Debtors'
Boards of Directors or comparable governing bodies have concluded that the Plan is in the best interests of creditors,
including the holders of Channeled Personal Injury Claims. In addition, the Creditors' Committee has independently
concluded that the Plan is in the best interests of unsecured creditors; the Asbestos Claimants' Committee has
independently concluded that the Plan is in the best interests of asbestos claimants; the Future Asbestos Claimants'
Representative has independently concluded that the Plan is in the best interests of future asbestos-related claimants;
and the Future Silica and CTPV Claimants' Representative has independently concluded that the Plan is in the best
interests of future silica-related and CTPV-related claimants.

How do I vote to accept or reject the Plan?

If you are entitled to vote on the Plan because you are the holder of a Claim in Subclass 2A, Subclass 2B,
Class 4, Class 5, Class 6, Class 7, Class 8 and/or Subclass 9B that is allowed or has been temporarily allowed for
voting purposes, as the case may be, unless you are a holder of a Public Note Claim held through a nominee or
unless you are the holder of a Channeled Personal Injury Claim and have authorized your attorney to vote on your
behalf, you must complete, sign and return your Ballot or Ballots in accordance with the instructions to Logan &
Company, Inc., 546 Valley Road, Upper Montclair, New Jersey 07043 (unless another address is set forth on the
preaddressed envelope provided to you) on or prior to 5:00 P.M. Eastern Time, on November 14, 2005 (unless
another time or date is identified on the Ballot). If your vote is not received by that time and date, it will not be
counted. If you are the holder of a Public Note Claim held in the name of a broker, dealer, commercial bank, trust
company or other nominee, you must complete and deliver to such nominee the Ballot or Ballots provided to you in
order to vote on the Plan; we urge you to deliver such Ballot or Ballots to your nominee holder or holders no later
than the date identified on such Ballot or Ballots in order to ensure that your vote will be counted. If you are the
holder of a Channeled Personal Injury Claim in Class 5, Class 6, Class 7 or Class 8, your attorney may be authorized
to vote on your behalf. Please see Exhibit III to this Disclosure Statement for more information regarding the voting
of Channeled Personal Injury Claims. If you are entitled to vote and you did not receive a Ballot, received a
damaged Ballot or lost your Ballot, please call the Debtors' voting agent, Logan & Company, at (973) 509-3190.
See "Voting and Confirmation of the Plan — Voting Procedures and Requirements."

What if I'm entitled to vote to accept or reject the Plan and don't?

In general, within any particular class of Claims, only those holders of Claims who actually vote to accept
or to reject the Plan will affect whether the Plan is accepted by the requisite holders of Claims in such Class. In
order for the Plan to be accepted by Class 5 (Asbestos Personal Injury Claims), the holders representing at least
two-thirds in dollar amount and 75% of the number of the Claims in Class 5 that have been temporarily allowed for
voting purposes and that are held by holders of such Claims who actually vote to accept or to reject the Plan must



vote to accept the Plan. In order for the Plan to be accepted by each of Subclass 2A (Senior Note and 7-3/4% SWD
Revenue Bond Convenience Claims), Subclass 2B (Other Convenience Claims), Class 4 (Canadian Debtor PBGC
Claims), Class 6 (CTPV Personal Injury Claims), Class 7 (NIHL Personal Injury Claims), Class 8 (Silica Personal
Injury Claims) and Subclass 9B (Other Unsecured Claims), the holders representing at least two-thirds in dollar
amount and a majority in number of the Claims in such Class that are allowed or have been temporarily allowed for
voting purposes, as the case may be, and that are held by holders of such Claims who actually vote to accept or to
reject the Plan must vote to accept the Plan. Thus, if you hold a Claim in Subclass 2A, Subclass 2B, Class 5, Class
6, Class 7, Class 8 or Subclass 9B, your failure to vote in respect of such Claim will count as neither a vote for
acceptance nor a vote for rejection of the Plan. See "Voting and Confirmation of the Plan — Confirmation —
Acceptance or Cramdown."

What happens if the Plan is not accepted by each Class entitled to vote on the Plan?

If the holders of each Class of Claims entitled to vote on the Plan (i.e., Subclass 2A, Subclass 2B, Classes
4, Class 5, Class 6, Class 7, Class 8 and Subclass 9B) vote to reject the Plan, the Plan will not be confirmed or
consummated in its present form. However, as long as the requisite holders of Claims in Class 5 (Asbestos Personal
Injury Claims) vote to accept the Plan, the Debtors may seek Confirmation pursuant to the "cramdown" provisions
of the Bankruptcy Code (which will require a determination by the Bankruptcy Court that that the Plan is "fair and
equitable" and "does not discriminate unfairly" as to each impaired Class that does not accept the Plan or is deemed
to have rejected it). ("Cramdown" is not available with respect to Class 5; if the requisite holders of Claims in Class
5 do not vote to accept the Plan, it cannot be confirmed.) The Debtors believe that the Plan satisfies the "cramdown"
provisions of the Bankruptcy Code and, in any case, have reserved the right to modify the Plan to the extent that
Confirmation thereunder requires modification. See "Voting and Confirmation of the Plan — Confirmation —
Acceptance or Cramdown."

What will I receive on account of my Claim if the Plan is confirmed and becomes effective?

If you are the holder of a Claim against a Debtor, what you will actually receive, if anything, on account of
such Claim will depend on the classification of that Claim. For detailed information about the classification and
treatment of creditors under the Plan, see "Overview of the Plan — Classes and Treatment of Claims and Interests."

The holders of Allowed Administrative Claims, Allowed Priority Tax Claims, Allowed Unsecured Priority
Claims (Class 1), Allowed Secured Claims (Class 3) or Allowed Canadian Debtor Claims (Class 10) against the
Debtors will receive Cash or other property equal to 100% of the allowed amount of their Claims or will have their
Claims Reinstated, as the case may be, pursuant to the Plan. Holders of Allowed Convenience Claims (Class 2),
Allowed Canadian Debtor PBGC Claims (Class 4), Asbestos Personal Injury Claims (Class 5), CTPV Personal
Injury Claims (Class 6), NIHL Personal Injury Claims (Class 7), Silica Personal Injury Claims (Class 8) or Allowed
General Unsecured Claims (Class 9) will receive the following treatment:

Holders of Allowed Convenience Claims

A holder of an Allowed Claim in Subclass 2A (Senior Note and 7-3/4% SWD Revenue Bond Convenience
Claims) will be entitled to receive in satisfaction of such Claim Cash equal to 5.8% of the allowed amount of such
Claim and a holder of an Allowed Claim in Subclass 2B (Other Convenience Class Claims) will be entitled to
receive in satisfaction of such Claim Cash equal to 2.9% of the allowed amount of such Claim. Holders of 6-1/2%
RPC Revenue Bond Claims and holders of Senior Subordinated Note Claims are not entitled to a treatment in
Class 2.

Holder of Allowed Canadian Debtor PBGC Claims

The PBGC, as the holder of the Allowed Canadian Debtor PBGC Claims (Class 4), will be entitled to
receive in satisfaction of such Claims (a) 2,160,000 shares of New Common Stock and (b) $2.5 million in Cash. See
"Overview of the Plan — PBGC Settlement Agreement" and "Operations During the Reorganization Cases —
PBGC Settlement Agreement."



Holders of Asbestos Personal Injury Claims

The Asbestos PI Trust is being established to address Asbestos Personal Injury Claims (Class 5). Asbestos
Personal Injury Claims will be determined and paid in accordance with the terms, provisions and procedures of the
Asbestos PI Trust Agreement (which is attached to the Plan as Exhibit 1.1(39) thereto) and the Asbestos Distribution
Procedures (which are attached to the Plan as Exhibit 1.1(34) thereto). See "Overview of the Plan — Establishment
of the Funding Vehicle Trust and the PI Trusts and Entry of the PI Channeling Injunctions" and "PI Trusts and
Distribution Procedures."

Holders of CTPV Personal Injury Claims

The CTPV PI Trust is being established to address CTPV Personal Injury Claims (Class 6) and certain
other Channeled Personal Injury Claims. CTPV Personal Injury Claims will be determined and paid in accordance
with the terms, provisions and procedures of the CTPV PI Trust Agreement (which is attached to the Plan as Exhibit
1.1(71) thereto) and the CTPV Distribution Procedures (which are attached to the Plan as Exhibit 1.1(66) thereto).
See "Overview of the Plan — Establishment of the Funding Vehicle Trust and the PI Trusts and Entry of the PI
Channeling Injunctions" and "PI Trusts and Distribution Procedures."

Holders of NIHL Personal Injury Claims

The NIHL PI Trust is being established to address NIHL (i.e., noise induced hearing loss) Personal Injury
Claims (Class 7) and certain other Channeled Personal Injury Claims. NIHL Personal Injury Claims will be
determined and paid in accordance with the terms, provisions and procedures of the NIHL PI Trust Agreement
(which is attached to the Plan as Exhibit 1.1(134) thereto) and the NIHL Distribution Procedures (which are attached
to the Plan as Exhibit 1.1(129) thereto). See "Overview of the Plan — Establishment of the Funding Vehicle Trust
and the PI Trusts and Entry of the PI Channeling Injunctions" and "PI Trusts and Distribution Procedures."

Holders of Silica Personal Injury Claims

The Silica PI Trust is being established to address Silica Personal Injury Claims (Class 8) and certain other
Channeled Personal Injury Claims. Silica Personal Injury Claims will be determined and paid in accordance with
the terms, provisions and procedures of the Silica PI Trust Agreement (which is attached to the Plan as Exhibit
1.1(191) thereto) and the Silica Distribution Procedures (which are attached to the Plan as Exhibit 1.1(186) thereto).
See "Overview of the Plan — Establishment of the Funding Vehicle Trust and the PI Trusts and Entry of the PI
Channeling Injunctions" and "PI Trusts and Distribution Procedures."

Holders of General Unsecured Claims

Unless otherwise agreed by the holder of such Claim and the applicable Debtor and except as otherwise
provided in the Environmental Settlement Agreement with respect to Additional Sites (as such term is defined
therein) (see "Operations During the Reorganization Cases — Certain Other Litigation and Settlements During the
Reorganization Cases — Environmental Settlement Agreement"), a holder of an Allowed General Unsecured Claim
(Class 9) will be entitled to receive in satisfaction of such Claim a Pro Rata Share of 4,460,000 shares of New
Common Stock, subject, in the case of the Senior Notes, the 7-3/4% SWD Revenue Bonds and the Senior
Subordinated Notes, to the application of the contractual subordination provisions of the Senior Subordinated Note
Indenture and paragraph 4 of the 7-3/4% SWD Revenue Bond Settlement. For purposes of the Plan, the term "Pro
Rata Share" means, when used with reference to a distribution to a holder of an Allowed General Unsecured Claim,
that share of the property to be distributed on account of all Allowed General Unsecured Claims so that the ratio of
(a)(i) the amount of such property distributed on account of the particular Allowed General Unsecured Claim to (ii)
the amount of such Claim is the same as the ratio of (b)(i) the aggregate amount of such property distributed on
account of all Allowed General Unsecured Claims to (ii) the aggregate amount of all Allowed General Unsecured
Claims.

Notwithstanding the foregoing, in accordance with the contractual subordination provisions of the Senior
Subordinated Note Indenture and paragraph 4 of the 7-3/4% SWD Revenue Bond Settlement, the aggregate amount
of consideration that would otherwise be payable to the holders of Senior Subordinated Note Claims in the absence
of the contractual subordination provisions of the Senior Subordinated Note Indenture will be distributed to holders



of Allowed Senior Note Claims and holders of Allowed 7-3/4% SWD Revenue Bond Claims on a pro rata basis,
based upon the relative allowed amounts of such Claims against KACC, as set forth in Section 2.16 of the Plan
(which is described below under "Overview of the Plan — Classes and Treatment of Claims and Interests —
Allowed Amount of Certain Claims"). As a consequence, nothing will be distributed to the holders of Senior
Subordinated Note Claims on account of such Claims.

What will I receive if my Claim is Disputed?

No distributions will be made on account of any Claim that is a Disputed Claim unless and until that Claim
becomes an Allowed Claim in accordance with the procedures for resolving Disputed Claims set forth in the Plan.
See "Distributions Under the Plan — Treatment of Disputed Claims." Channeled Personal Injury Claims will be
treated differently than other Claims in that they will be determined in accordance with the terms, provisions and
procedures set forth in the applicable PI Trust Agreement and PI Trust Distribution Procedures, rather than the
procedures for resolving Disputed Claims set forth in the Plan. See "PI Trusts and Distribution Procedures."

Is there a particular record date for determining who will be entitled to receive distributions under the Plan on
account of a Claim?

Under the distribution procedures set forth in the Plan, distributions on account of an Allowed Claim will
be made only to the holder of that Claim as of the close of business on the Distribution Record Date (which is a date
to be announced by the Debtors that is not more than five Business Days preceding the then-anticipated Effective
Date). No purported transfer of a Claim following the Distribution Record Date will be recognized. The Channeled
Personal Injury Claims will be treated differently than other Claims in that they will be paid in accordance with the
terms, provisions and procedures set forth in the applicable PI Trust Agreement and PI Trust Distribution
Procedures, rather than the distribution procedures set forth in the Plan. See "PI Trusts and Distribution
Procedures."

If I am entitled to receive a distribution pursuant to the Plan, when will I receive it?

Holders of Claims other than Channeled Personal Injury Claims in Classes 5, 6, 7 and 8 and Claims in
Class 9

If you are the holder of an Administrative Claim, a Priority Tax Claim, an Unsecured Priority Claim
(Class 1), a Convenience Claim (Class 2), a Secured Claim (Class 3) or a Canadian Debtor Claim (Class 10) that is
allowed on the Effective Date or the Canadian Debtor PBGC Claims (Class 4), you will receive the distribution to
which you are entitled under the Plan on account of such Claim on or promptly after the Effective Date. If you are
the holder of an Administrative Claim, a Priority Tax Claim, an Unsecured Priority Claim (Class 1), a Convenience
Claim (Class 2), a Secured Claim (Class 3) or a Canadian Debtor Claim (Class 10) that is a Disputed Claim as of the
Effective Date, to the extent such Claim becomes an Allowed Claim after the Effective Date, you should receive the
distribution to which you are entitled under the Plan on or promptly after the Quarterly Distribution Date next
following that date on which such Claim is allowed.

Holders of Channeled Personal Injury Claims in Classes 5, 6, 7 and 8

Channeled Personal Injury Claims will be determined and paid in accordance with the terms, provisions
and procedures of the applicable PI Trust Agreement and PI Trust Distribution Procedures. See "PI Trusts and
Distribution Procedures."

Holders of Claims in Class 9

If you are the holder of a General Unsecured Claim (Class 9) that is allowed as of the Effective Date and
you are entitled under the Plan to a distribution in respect thereof (i.e., you hold an Allowed Subclass 9B Claim),
you will receive an initial distribution on account of such Claim on or promptly after the Effective Date. The
number of shares of New Common Stock comprising the initial distribution to be made to holders of General
Unsecured Claims that are allowed as of the Effective Date will be calculated as if each Disputed General
Unsecured Claim were an Allowed General Unsecured Claim in its Face Amount as of the Effective Date. If you
are the holder of an Other Unsecured Claim that is a Disputed Claim as of the Effective Date, to the extent such



Claim becomes an Allowed Claim after the Effective Date, you should receive an initial distribution of shares of
New Common Stock on account of such Claim on or promptly after the Quarterly Distribution Date next following
the date on which such Claim was allowed. In addition, on or promptly after each Quarterly Distribution Date, if
you are the holder of an Other Unsecured Claim and have already received your initial distribution on account of
such Claim, you may receive an additional distribution of shares of New Common Stock on account of such Claim
in an amount equal to (a) the number of shares of New Common Stock that you would have been entitled to receive
pursuant to the Plan if such Claim and all other General Unsecured Claims allowed prior to such Quarterly
Distribution Date had been allowed as of the Effective Date, minus (b) the aggregate number of shares of New
Common Stock previously distributed to you on account of such Claim. See "Distributions Under the Plan —
Timing and Calculation of Amounts To Be Distributed."

Notwithstanding the foregoing, if you are the holder of an Allowed Public Note Claim, the distributions to
which you are entitled on account of such Claim, if any, will be made to the applicable Indenture Trustee, which will
thereafter forward any such distributions to you in due course in accordance with and subject to the terms of the
applicable Prepetition Indenture.

If I hold a Channeled Personal Injury Claim and the Plan is confirmed and becomes effective, how are my rights
against the Debtors affected?

As of the Effective Date, liability for all Channeled Personal Injury Claims will automatically and without
further act, deed or court order be assumed by the PI Trusts in accordance with and to the extent set forth in Article
V of the Plan (which is described below under "PI Trusts and Distribution Procedures"). Each Channeled Personal
Injury Claim will be determined and paid in accordance with the terms, provisions and procedures of the applicable
PI Trust Agreement and PI Trust Distribution Procedures. As further provided in Article V of the Plan, the sole
recourse of the holder of a Channeled Personal Injury Claim on account of such Claim will be to the applicable PI
Trust and such holder will have no right whatsoever at any time to assert its Channeled Personal Injury Claim
against the Reorganized Debtors or any other Protected Party.

What will my tax consequences be if the Plan is consummated?

For a summary of certain potential federal income tax consequences of the Plan, see "Certain Federal
Income Tax Consequences of Consummation of the Plan." The summary contained in this Disclosure Statement
does not contain any information with respect to potential state, local or foreign Tax consequences to creditors or
equity holders of the Debtors. For these reasons and others, including because Tax consequences are in many cases
uncertain and may vary depending on a creditor's individual circumstances, the discussion of the federal income tax
consequences of the Plan contained in this Disclosure Statement is not intended in any way to be Tax advice — or
otherwise to be a substitute for careful Tax planning with a professional. You are urged to consult with your own
tax advisor regarding the federal, state, local and foreign Tax consequences of the Plan.

What must happen before the Plan can become effective?

In order for the Plan to become effective, certain events must occur. The Plan contains conditions to both
the Confirmation of the Plan and the effectiveness of the Plan.

Confirmation

Before the Bankruptcy Court can confirm the Plan, the following conditions must be satisfied (or waived in
accordance with the Plan):

e The Confirmation Order must have been entered on the docket of the Clerk of the Bankruptcy
Court in form and substance satisfactory to the Debtors, the Creditors' Committee, the Asbestos
Claimants' Committee, the Retirees' Committee, the Future Asbestos Claimants' Representative
and the Future Silica and CTPV Claimants' Representative and certain findings, most of which are
related to the statutory requirements of section 524(g) of the Bankruptcy Code, must be contained
in all substantial respects in the Confirmation Order, as set forth in further detail in Section 10.1.a
of the Plan;
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e  The Debtors must have received a commitment for the Exit Financing Facility from the Exit
Financing Facility Agent Bank on terms and conditions satisfactory to (a) the Debtors and (b) the
Creditors' Committee, the Asbestos Claimants' Committee, the Retirees' Committee, the Future
Asbestos Claimants' Representative and the Future Silica and CTPV Claimants' Representative
and such commitment must then be in effect, except that a person in clause (b) may object to such
terms and conditions only to the extent (x) they differ materially from those contained in the
Commitment Letter, dated January 14, 2005, with J.P. Morgan Securities Inc. and The CIT
Group/Business Credit, Inc. (see "Reorganized Kaiser — Exit Financing Facility") and (y) they
conflict with the terms of the Plan or are materially less favorable to the Debtors than those then
generally available to companies that are comparable to the Debtors; and

e  All Exhibits to the Plan must be in form and substance reasonably satisfactory to the Debtors, the
Creditors' Committee and the Asbestos Claimants' Committee, the Retirees' Committee, the Future
Asbestos Claimants' Representative and the Future Silica and CTPV Claimants' Representative.

In addition, there are a number of substantial confirmation requirements under the Bankruptcy Code that
must be satisfied for the Plan to be confirmed, including either the acceptance of the Plan by the requisite holders of
Claims in Class 5 in accordance with section 524(g) of the Bankruptcy Code (i.e., acceptance by holders of at least
two-thirds in dollar amount and 75% of the number of Claims held by holders actually voting), and by the requisite
holders of Claims in each of Subclass 2A, Subclass 2B, Class 4, Class 6, Class 7, Class 8 and Subclass 9B in
accordance with section 1129 of the Bankruptcy Code (i.e., acceptance by holders of at least two-thirds in dollar
amount and a majority in number of Claims held by holders actually voting) or, if the Plan is not accepted by each of
Subclass 2A, Subclass 2B, Class 4, Class 5, Class 6, Class 7, Class 8, and Subclass 9B, the acceptance of the Plan by
the requisite holders of Claims in at least Class 5 and the determination by the Bankruptcy Court that the Plan is
"fair and equitable" and "does not discriminate unfairly" as to each nonaccepting Class, including Subclass 9A and
Classes 12 and 14, which are each deemed to have rejected the Plan. See "Voting and Confirmation of the Plan —
Confirmation — Acceptance or Cramdown."

Effectiveness

Before the Plan can become effective, the following conditions must be satisfied (or waived in accordance
with the Plan):

e  The Confirmation Order must have become a Final Order;

e The documents effectuating the Exit Financing Facility must have been executed and delivered by
Reorganized KAC, the Exit Financing Facility Agent Bank and the financial institutions named
therein;

e  The shares of New Common Stock to be issued pursuant to the Plan must have been registered
under the Exchange Act;

e The New Common Stock must have been designated as NASDAQ National Market or NASDAQ
SmallCap Market securities by The Nasdaq Stock Market, Inc. or authorized for listing on or
accepted for quotation through any exchange registered pursuant to Section 6(a) of the Exchange
Act, subject to official notice of issuance;

e  The Bankruptcy Court must have entered an order (contemplated to be part of the Confirmation
Order), in form and substance acceptable to the Debtors, approving and authorizing the Debtors
and the Reorganized Debtors to take all actions necessary, appropriate or desirable to implement
the Plan, including completion of the Restructuring Transactions and the other transactions
contemplated by the Plan and the implementation and consummation of the contracts, instruments,
releases and other agreements or documents to be entered into or delivered in connection with the
Plan;
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e  The Bankruptcy Court and/or the District Court, as required, must have entered each of the PI
Channeling Injunctions (which may be included in the Confirmation Order), with each containing
terms satisfactory to the Debtors, the Creditors' Committee, the Asbestos Claimants' Committee,
the Future Asbestos Claimants' Representative and the Future Silica and CTPV Claimants'
Representative;

e  The PI Channeling Injunctions must be in full force and effect;

e The Funding Vehicle Trust Agreement and each PI Trust Agreement must have been executed by
the parties thereto;

e  Concurrently with the Effective Date, 70.5% of the KFC Claim must have been transferred to the
Asbestos PI Trust and 4.5% of the KFC Claim must have been transferred to the Silica PI Trust;

e  The Canadian Proceeding must have been dismissed or terminated; and

o  All other actions, documents, consents and agreements necessary to implement the Plan must have
been effected, obtained and/or executed.

Waiver of Conditions to Confirmation or the Effective Date

The conditions to Confirmation and the conditions to the Effective Date may be waived in whole or part by
the Debtors at any time and without an order of the Bankruptcy Court with the consent of the Creditors' Committee,
the Asbestos Claimants' Committee, the Retirees' Committee, the Future Asbestos Claimants' Representative and the
Future Silica and CTPV Claimants' Representative. In the event the Retirees' Committee fails to consent and all
other such consents have been given, a condition may be waived pursuant to an order of the Bankruptcy Court.

When will the Plan be confirmed? When will the Plan be effective?
Confirmation

A hearing in the Bankruptcy Court relating to the Confirmation of the Plan is currently scheduled for
January 9 and 10, 2006. This hearing may be continued or adjourned, however, and even if it is held, there is no
guaranty that the Bankruptcy Court will find that the requirements of the Bankruptcy Code with respect to
Confirmation have been met. See "Voting and Confirmation of the Plan — Confirmation Hearing" and "Voting and
Confirmation of the Plan — Confirmation." In addition, the additional conditions to Confirmation set forth in the
Plan must be satisfied or waived in accordance with the Plan before the Plan can be confirmed. Thus, while the
Debtors expect the Plan to be confirmed in early January 2006, there is no way to predict with any certainty when, if
ever, Confirmation will actually occur.

Effective Date

Even if the Plan is confirmed in early January 2006, there are a number of additional conditions that must
be satisfied or waived before the Plan can become effective. While the Debtors have assumed an Effective Date of
December 31, 2005 for purposes of this Disclosure Statement, the Effective Date will not occur until after the Plan
has been confirmed and no assurance can be given as to if or when the Effective Date will actually occur.

What happens if the Plan isn't confirmed or doesn't become effective?

The Debtors expect that all of the conditions to Confirmation and effectiveness of the Plan will be satisfied
(or waived in accordance with the Plan). However, there is no guaranty that the Plan will become effective.
Although the Debtors intend to take all acts reasonably necessary to satisfy the conditions to the Confirmation and
effectiveness of the Plan that are within the Debtors' control if, for any reason, the Plan is not confirmed or does not
become effective, the Debtors may be forced to propose an alternative plan or plans of reorganization under
chapter 11 of the Bankruptcy Code. If no plan of reorganization can be confirmed, the Debtors may have to convert
the Reorganization Cases to liquidation cases under chapter 7 of the Bankruptcy Code. See "Voting and
Confirmation of the Plan — Alternatives to Confirmation and Consummation of the Plan."
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OVERVIEW OF THE PLAN
Introduction

The following is a brief overview of certain material provisions of the Plan. This overview is qualified in
its entirety by reference to the provisions of the Plan, a copy of which is attached as Exhibit I, and the Exhibits
thereto, as amended, modified or supplemented from time to time, which are or will be available for inspection over
the Internet on the Document Website (www .kaiseraluminum.com). See "Additional Information." For a
description of certain other significant terms and provisions of the Plan, see "General Information Concerning the
Plan" and "Distributions Under the Plan."

Classes and Treatment of Claims and Interests
Summary Classification and Treatment Table

The table below summarizes: (a) the classification and treatment of Claims and Interests; (b) the estimated
aggregate amount of Allowed Claims in each of Class 1, Class 2, Class 3, Class 9 and Class 10; (¢) the actual
aggregate amount of Allowed Claims in Class 4; (d) the aggregate amount and nature of distributions to, or other
treatment of, holders of Claims or Interests in each Class; (e) the actual percentage recovery for Class 2; and (f) the
estimated percentage recovery for each of Class 3 and Class 9. In accordance with section 1123(a)(1) of the
Bankruptcy Code, Administrative Claims and Priority Tax Claims have not been classified and thus are excluded
from the Classes. For a discussion of certain additional matters related to Administrative Claims and Priority Tax
Claims, see "— Payment of Administrative Claims" and "— Payment of Priority Tax Claims."

Each "Estimated Aggregate Claims Amount™ shown in the table is based upon the Debtors’ review of
Claims Filed and the Debtors' books and records and reflects the Debtors' current estimate of the maximum
aggregate amount of such Claims that will be allowed upon resolution of all Disputed Claims in such Class,
which estimate may be substantially revised in the course of the ongoing Claims reconciliation process. See
""Operations During the Reorganization Cases — Claims Process and Bar Dates.” Furthermore, a number of
Disputed Claims are expected to be material and the amount of any Disputed Claim that ultimately is allowed by
the Bankruptcy Court may be significantly more or less than the estimated amount of such Claim included in the
applicable "Estimated Aggregate Claims Amount." As a consequence, the actual aggregate amount of Allowed
Claims in each of Class 1, Class 2, Class 3, Class 9, and Class 10 may differ significantly from the "'Estimated
Aggregate Claims Amount™ for such Class set forth below.

Each ""Estimated Percentage Recovery" shown in the table is the quotient of the estimated value of the
New Common Stock to be distributed to all holders of Allowed Claims in the applicable Class (and, in the case of
Class 4, such value plus an additional $2.5 million) divided by the estimated or actual aggregate amount of
Allowed Claims in that Class. For purposes of this calculation, it is assumed that the New Common Stock to be
distributed under the Plan will have an aggregate value of approximately $380 million, or approximately $19.00
per share, as of the Effective Date, based upon the midpoint of the range for the estimated reorganization equity
value of Reorganized KAC excluding the theoretical value of certain anticipated tax attributes of the Reorganized
Debtors. See ""New Common Stock — Estimated Reorganization Value' for a description of the manner in
which the New Common Stock was valued for purposes of the Plan. The actual recoveries for the PBGC on
account of its Allowed Claims in Class 4 and the holders of Allowed Claims in Class 9 entitled to a distribution in
respect thereof (i.e., holders of Allowed Claims in Subclass 9B) will vary depending on the actual value of the
New Common Stock. See "New Common Stock — Risk Factors' for a discussion of various factors that could
materially affect the value of the New Common Stock. In addition, the actual recoveries for holders of Allowed
Claims in Class 9 will vary depending on the ultimate aggregate amount of Allowed General Unsecured Claims
because all holders of Allowed General Unsecured Claims entitled to a distribution in respect thereof will share
in the Unsecured Claims Reserve, to which 4,460,000 shares of New Common Stock will be deposited irrespective
of the ultimate aggregate amount of Allowed General Unsecured Claims and any deviation thereof from the
estimated aggregate amount of Allowed Claims in Class 9.

Although the Debtors' management believes that the assumptions used to estimate the value of the New

Common Stock as of the Effective Date are reasonable, there is no assurance that the New Common Stock will
have the value assumed herein. See ""New Common Stock — Risk Factors." The estimated value of the New
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Common Stock used in this Disclosure Statement is not intended as a prediction of post-Effective Date trading
prices of the New Common Stock, and the New Common Stock may trade at substantially higher or lower prices
because of a number of factors, including those discussed in "*"New Common Stock — Risk Factors.” The
trading price of securities issued under a plan of reorganization, such as the New Common Stock, is subject to
many unforeseeable circumstances and therefore cannot be predicted. In addition, there will be substantial
limitations on the ability of certain holders of New Common Stock to trade New Common Stock. See ""New
Common Stock — Restrictions on Transfer.”” Moreover, as discussed above, there is no assurance that the actual
aggregate amount of Allowed Claims in Class 9 will not differ significantly from the ""Estimated Aggregate
Claims Amount' for Class 9 shown in the table below. Accordingly, no representation can be or is being made
that the ""Estimated Percentage Recovery' shown in the table below for either Class 4 or Class 9 actually will be
realized.

Because each holder of an Allowed Unsecured Priority Claim (Class 1), Allowed Secured Claim (Class
3) or Allowed Canadian Debtor Claim (Class 10) will receive Cash or other property equal to 100% of the allowed
amount of such Claim, will have such Claim Reinstated or will be paid in full in accordance with its terms, as the
case may be, pursuant to the Plan and, accordingly, such Claim is unimpaired, the table does not include an
estimate of the recoveries of such holders. While the Channeled Personal Injury Claims (Classes 5, 6, 7 and 8)
are impaired, the table does not include an estimate of the aggregate amount of such Claims or the recoveries of
holders of such Claims in respect thereof because it is impractical to do so. For a discussion of the determination
and payment of Channeled Personal Injury Claims, see "'PI Trusts and Distribution Procedures — PI Trust
Distribution Procedures."
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Description and Amount of Claims or Interests

Treatment

Class 1 (Unsecured Priority Claims):

Priority Claims that are entitled to priority in payment under
section 507(a)(3) or 507(a)(4) of the Bankruptcy Code.

Estimated Aggregate Claims Amount: $0

Unimpaired; on the later of the Effective Date and the date
on which the Claim is allowed, each holder of an Allowed
Claim in Class 1 will be entitled to receive in satisfaction of
its Allowed Class 1 Claim Cash equal to the allowed amount
of such Claim against the applicable Debtor.

Class 2 (Convenience Claims):

e Subclass 2A (Senior Note and 7-3/4% SWD Revenue
Bond Convenience Claims):

Subject to the provisions of Section 7.5.a(ii) of the Plan
(see "Distributions Under the Plan — Delivery of
Distributions and Undeliverable or Unclaimed
Distributions"), Senior Note Claims and 7-3/4% SWD
Revenue Bond Claims that otherwise would be included
in Class 9 except that the stated principal amount of the
securities underlying the allowed amount of each such
Claim is either equal to or less than $15,000.

e Subclass 2B (Other Convenience Class Claims):

Subject to the provisions of Section 7.5.a(ii) of the Plan
(see "Distributions Under the Plan — Delivery of
Distributions and Undeliverable or Unclaimed
Distributions"), Unsecured Claims other than Senior Note
Claims, 7-3/4% SWD Revenue Bond Claims, 6-1/2%
RPC Revenue Bond Claims and Senior Subordinated
Note Claims that otherwise would be included in Class 9
except that (i) as to any 7.60% SWD Revenue Bond
Claim, the stated principal amount of the securities
underlying the allowed amount of such Claim is either
equal to or less than $30,000 and (ii) as to any such Claim
other than a 7.60% SWD Revenue Bond Claim, the
allowed amount of such Claim is equal to or less than
$30,000.

For purposes of determining eligibility for treatment under
Class 2, multiple Claims of a holder in respect of the same
series of Public Notes or, as to Claims other than Public
Note Claims, arising in a series of similar or related
transactions between a Debtor and the original holder of
such Claims will be treated as a single Claim and no
splitting of Claims will be recognized.

Estimated Aggregate Claims Amount: $20 million

Impaired; on the later of the Effective Date and the date on
which the Claim is allowed, (a) each holder of an Allowed
Claim in Subclass 2A will be entitled to receive in
satisfaction of its Allowed Subclass 2A Claim Cash equal to
5.8% of the allowed amount of such Claim against the
applicable Debtor and (b) each holder of an Allowed Claim
in Subclass 2B will be entitled to receive in satisfaction of its
Allowed Subclass 2A Claim Cash equal to 2.9% of the
allowed amount of such Claim.

Percentage Recovery: 5.8% in the case of Subclass 2A and
2.9% in the case of Subclass 2B
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Description and Amount of Claims or Interests Treatment

Class 3 (Secured Claims): Unimpaired; except as otherwise agreed by the holder of a
Class 3 Claim and the applicable Debtor or Reorganized
Debtor, on the later of the Effective Date and the date on
which the Claim is allowed, each holder of an Allowed
Claim in Class 3 will be treated in accordance with Option A
or B below, at the election of the applicable Debtor. The
applicable Debtor will be deemed to have elected Option B,
except with respect to any Allowed Claims as to which the
applicable Debtor elects Option A in a certification Filed no
later than 15 days prior to the commencement of the
Confirmation Hearing.

Option A: Each holder of an Allowed Claim in Class 3
with respect to which the applicable Debtor or
Reorganized Debtor elects Option A will receive in
satisfaction of its Allowed Class 3 Claim Cash equal to
the allowed amount of such Claim.

Secured Claims.

Option B: Each Allowed Claim in Class 3 with respect
to which the applicable Debtor or Reorganized Debtor
elects or is deemed to have elected Option B will be
Reinstated.

Estimated Aggregate Claims Amount: $5 million

Class 4 (Canadian Debtor PBGC Claims): Impaired; on the Effective Date, the PBGC, as the holder of
the Allowed Claims in Class 4, will be entitled to receive in
satisfaction of all of its Allowed Class 4 Claims against the
Canadian Debtors (a) 2,160,000 shares of New Common
Stock and (b) $2.5 million in Cash.

Unsecured PBGC Claims against the Canadian Debtors.

Aggregate Allowed Claims Amount: $616 million Estimated Percentage Recovery: 7.1%*

Class 5 (Asbestos Personal Injury Claims): Impaired; each Asbestos Personal Injury Claim will be
determined and paid in accordance with the terms,
provisions and procedures of the Asbestos PI Trust
Agreement and the Asbestos Distribution Procedures. See
"PI Trusts and Distribution Procedures — PI Trust
Distribution Procedures."

Asbestos Personal Injury Claims. A detailed definition of
"Asbestos Personal Injury Claims" is set forth in Section
1.1(35) of the Plan.

Class 6 (CTPV Personal Injury Claims): Impaired; each CTPV Personal Injury Claim will be
determined and paid in accordance with the terms,
provisions and procedures of the CTPV PI Trust Agreement
and the CTPV Distribution Procedures. See "PI Trusts and
Distribution Procedures — PI Trust Distribution
Procedures."

CTPV Personal Injury Claims. A detailed definition of
"CTPV Personal Injury Claims" is set forth in Section
1.1(67) of the Plan.

Class 7 (NIHL Personal Injury Claims): Impaired; each NIHL Personal Injury Claim will be
determined and paid in accordance with the terms,
provisions and procedures of the NIHL PI Trust Agreement
and the NIHL Distribution Procedures. See "PI Trusts and
Distribution Procedures — PI Trust Distribution
Procedures."

NIHL Personal Injury Claims. A detailed definition of
"NIHL Personal Injury Claims" is set forth in Section
1.1(130) of the Plan.
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Description and Amount of Claims or Interests

Treatment

Class 8 (Silica Personal Injury Claims):

Silica Personal Injury Claims. A detailed definition of
"Silica Personal Injury Claims" is set forth in Section
1.1(187) of the Plan.

Impaired; each Silica Personal Injury Claim will be
determined and paid in accordance with the terms,
provisions and procedures of the Silica Pl Trust Agreement
and the Silica Distribution Procedures. See "PI Trusts and
Distribution Procedures — PI Trust Distribution
Procedures."”

Class 9 (General Unsecured Claims):

Unsecured Claims not otherwise classified under the Plan,
subclassified as follows:

e Subclass 9A (Senior Subordinated Note Claims):

Claims against KACC and the Debtor Guarantors under
or in respect of the Senior Subordinated Notes

o Subclass 9B (Other Unsecured Claims):

Unsecured Claims (i.e., Claims that are not
Administrative Claims, Cure Amount Claims, Channeled
Personal Injury Claims, Equity Claims, Priority Claims,
Priority Tax Claims, Secured Claims or Intercompany
Claims) that are not classified in Class 4, Subclass 9A or
Class 10 (including (a) Claims against KACC and the
Debtor Guarantors under or in respect of the 9-7/8%
Senior Notes and the 10-7/8% Senior Notes, (b) Claims
against KACC under or in respect of the 6-1/2% RPC
Revenue Bonds or appurtenant coupons, the 7-3/4% SWD
Revenue Bonds and the 7.60% SWD Revenue Bonds,

(c) the unsecured portion of any other Claims, which, if
such Claims were fully secured, would have been
classified in Class 3 and as to which the applicable Debtor
will have elected Option A treatment under Section 3.2.b
of the Plan (which is described above in the summary of
the treatment of Class 3 Claims), (d) Tort Claims,

(e) Unsecured PBGC Claims against the Substantively
Consolidated Debtors, and (f) the prepetition Claims of
KFC against KACC in the amount of $1.106 billion).

Estimated Aggregate Claims Amount: $2.9 billion (with the
Estimated Aggregate Claims Amount being $427.0 million
for Subclass 9A and being $2.473 billion for Subclass 9B).
For computational purposes, the aggregate allowed amount
of Senior Subordinated Note Claims included in Class 9 will
be reduced by the aggregate amount of such Claims
allocable to Senior Note Claims and 7-3/4% SWD Revenue
Bond Claims included in Subclass 2A in order to make
distributions in respect thereof in accordance with the
contractual subordination provisions of the Senior
Subordinated Note Indenture and paragraph 4 of the 7-3/4%
SWD Revenue Bond Settlement.

Impaired; unless otherwise agreed by the holder of an
Allowed Claim in Class 9 and the applicable Debtor and
except as otherwise provided in the Environmental
Settlement Agreement with respect to Additional Sites (as
such term is defined therein) (see "Operations During the
Reorganization Cases — Certain Other Litigation and
Settlements During the Reorganization Cases —
Environmental Settlement Agreement"), on the later of the
Effective Date and the date on which such Claim is allowed,
each holder of an Allowed Claim in Class 9 will be entitled
to receive in satisfaction of its Allowed Class 9 Claim a Pro
Rata Share of 4,460,000 shares of New Common Stock (i.e.,
the Reserved Shares), together with any Cash or other
property pursuant to Section 7.8.c(i) of the Plan (which is
described below under "Distributions Under the Plan —
Timing and Calculation of Amounts To Be Distributed —
Distributions of New Common Stock™), if applicable.

Notwithstanding the foregoing, in accordance with the
contractual subordination provisions of the Senior
Subordinated Note Indenture and paragraph 4 of the 7-3/4%
SWD Revenue Bond Settlement, the aggregate amount of
consideration that would otherwise be payable to the holders
of Senior Subordinated Note Claims in the absence of the
contractual subordination provisions of the Senior
Subordinated Note Indenture will be distributed to holders of
Allowed Senior Note Claims and holders of Allowed 7-3/4%
SWD Revenue Bond Claims on a pro rata basis, based upon
the relative allowed amounts of such Claims against KACC,
as set forth in the table below (see " — Allowed Amount of
Certain Claims™).

Estimated Percentage Recovery: 2.9% (subject, in the case
of the Senior Notes, the 7-3/4% SWD Revenue Bonds and
the Senior Subordinated Notes, to the application of the
contractual subordination provisions of the Senior
Subordinated Note Indenture and the terms of the 7-3/4%
SWD Revenue Bond Settlement; after giving effect to both
in accordance with the Plan, the Estimated Percentage
Recovery for the holders of Senior Notes is 5.8%, for the
holders of 7-3/4% SWD Revenue Bonds is 5.8% and for the
holders of the Senior Subordinated Notes is 0%)*

Class 10 (Canadian Debtor Claims):

Claims (excluding Channeled Personal Injury Claims,
PBGC Claims and Intercompany Claims) against a
Canadian Debtor.

Estimated Aggregate Claims Amount: $0

Unimpaired; except as otherwise agreed by the holder of a
Class 10 Claim and the applicable Debtor, each Allowed
Class 10 Claim, to the extent not paid prior to the Effective
Date, will be paid in full in accordance with its terms.

DLI-5946630v1
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Description and Amount of Claims or Interests

Treatment

Class 11 (Intercompany Claims):

Claims by a Debtor or Other Debtor against any Debtor.

Impaired; on or before the Effective Date, each holder of an
Intercompany Claim will receive the treatment as set forth in
the Intercompany Claims Settlement. In accordance with the
Intercompany Settlement Agreement, the KFC Claim will be
included in Class 9.

Class 12 (KAC Old Stock Interests):
Interests and Claims in respect of the KAC Old Stock.

Impaired; no property will be distributed to or retained by
the holders of Allowed Interests in Class 12.

Class 13 (Kaiser Trading Old Stock Interests):

Interests and Claims in respect of the Old Stock of Kaiser
Trading.

Impaired; no property will be distributed to or retained by
the holder of Allowed Class 13 Interests and Claims. On the
Effective Date, 100 shares of common stock of Reorganized
Kaiser Trading, constituting 100% of the issued and
outstanding shares of common stock of such company, will
be issued to the Asbestos PI Trust and Silica PI Trust in
accordance with Sections 5.2.d and 5.3.d of the Plan (which
are described below under "PI Trusts and Distribution
Procedures — Asbestos PI Trust — Transfer of Certain
Property to the Asbestos PI Trust" and "PI Trusts and
Distribution Procedures — Silica PI Trust — Transfer of
Certain Property to the Silica PI Trust," respectively).

Class 14 (KACC Old Stock Interests):

Interests and Claims in respect of the Old Stock of KACC,
including Claims relating to the shares of the Series 1985 A
and Series 1985 B Cumulative Preference Stock of KACC
noticed for redemption in 2001 but not tendered for payment
prior to the Petition Date.

Impaired; subject to the Restructuring Transactions, no
property will be distributed to or retained by the holders of
Allowed Class 14 Interests and Claims.

Class 15 (Other Old Stock Interests):

Interests in any Debtor other than Interests in Class 12, 13
or 14.

Unimpaired; on the Effective Date, subject to the
Restructuring Transactions, Allowed Interests in Class 15
will be Reinstated.

As indicated above, the Estimated Percentage Recovery for Classes 4 and 9 has been calculated assuming that the New
Common Stock to be distributed under the Plan will have an aggregate value of approximately $380 million, or
approximately $19.00 per share, as of the Effective Date, based upon the midpoint of the range for the estimated
reorganization equity value of Reorganized KAC excluding the theoretical value of certain anticipated tax attributes of the
Reorganized Debtors. If such value were included in the calculation of the reorganization equity value of Reorganized
KAC, such equity value could be higher by as much as $65 to $85 million, or $3.25 to $4.25 per share of New Common
Stock. The incremental value represents the theoretical present value of estimated tax savings as a result of the anticipated
tax attributes of the Reorganized Debtors as of the Effective Date. See "New Common Stock — Estimated Reorganization
Value" for a description of the manner in which the New Common Stock was valued for purposes of the Plan, including the
reasons no value was included in respect of the anticipated tax attributes of the Reorganized Debtors.
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Allowed Amount of Certain Claims

The following table indicates for each category of Claims listed the aggregate allowed amount of such
Claims for purposes of the Plan.

Aggregate
Claim Allowed Amount

Claims Against KACC and the Debtor Guarantors:

9-7/8% Senior Note Claims ............ooeveeeeevieeeeneee e $ 181,168,828.96

10-7/8% Senior Note Claims (Series B) .......cccceveeieeienieiieeeeee, 181,185,156.27

10-7/8% Senior Note Claims (Series D) .......cccceevvevenieiieneeeeenee, 51,767,187.50

Senior Subordinated Note Claims ...........c...coeevueeeiiiieeeeiieeeeiee e 427,200,000.00
Claims Against KACC:

6-1/2% RPC Revenue Bond Claims............cccoeoeeeeeeeeieeeeieeecreeeeeeeens $ 12,760,461.11

7-3/4% SWD Revenue Bond Claims ...........cooveuveeeveveeeeiiieeeneeeeenee. 20,051,666.67

7.60% SWD Revenue Bond Claims.........cccooeveeveiiiveeeeeiiieeeeeeeenee 18,045,788.89

KEFC Clalim ...coviieiiiieieiiieceneeeeneeeeseeee ettt sttt 1,106,000,000.00
PBGC Claims Against Each Debtor:

PBGC ClaImS.....c..cueeuiieiieiiieiieiieeieeieeeeeeeee ettt § 616,000,000.00

Special Provisions Regarding the Treatment of Allowed Secondary Liability Claims

The classification and treatment of Allowed Claims under the Plan take into consideration all Secondary
Liability Claims and no distributions on account of any Secondary Liability Claims will be made.
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Sources and Uses of Cash

The following table sets forth a summary of the principal sources and uses of Cash expected to be available
to the Reorganized Debtors on the Effective Date. For purposes of the following table, the Effective Date is
assumed to occur on December 31, 2005. All amounts shown are estimates. There can be no assurance that there
will not be material variances between such estimates and the actual amounts of Cash available or required to
effectuate the Plan.

(Dollars in Millions)
(Rounded to the Nearest Million)

Sources of Cash

Cash on hand as of the Effective Date'"..............cccooovvrrrreeeeeeeeeeeeeeeeee e $§ 29
Cash borrowed under the term loan component of the Exit Financing Facility... $ 50
Receipts from KAAC and AJI/KJC pursuant to the Intercompany Settlement
AGIEEMENt® ... $ 26
TOtAl SOUICES ...cvenvvirieieiirteeeiereeee ettt 105

Uses of Cash®

Cash distributions on account of Priority Tax Claims...........cceeevveverciereenneennnne.
Cash distributions on account of Convenience Class (Class 2)..........cccoceruvennenne.
Cash distributions on account of Secured Claims (Class 3) ........ccoocvevevrcverrennenne.
Cash distributions on account of Canadian Debtor PBGC Claims (Class 4)........

Cash to pay Administrative Claims, costs associated with the Exit Financing
Facility and other reorganization expenses™ ............ccccovvvveeveeecevesresieseenen
Minimum Cash utilized by operations in the ordinary course of business............
EXCESS CaSN......iiiiiiieie e e
TOLA] USES .ttt ettt et se e e ae

L HPH P
W W — W

s & A
98] W
[\ IV, o)\

—_
-
N

(D

2
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“)

Assumes $4 million currently held in escrow in connection with a prepetition settlement agreement relating to
certain asbestos claims is released or turned over to the Debtors (see "PI Trusts and Distribution Procedures —
Background — Asbestos Personal Injury Claim Settlement Processing Agreements").

Assumes the receipt of $25 million from KAAC and $1 million from AJI and KJC on the Effective Date
pursuant to the Intercompany Claim Settlement, in addition to approximately $43 million already received
pursuant thereto (see "— Intercompany Claims Settlement" and "Operations During the Reorganization Cases
— Intercompany Claims Settlement").

Assumes (a) that each of the aggregate amount of cure payments in connection with the assumption of
Executory Contracts and Unexpired Leases and the aggregate distributions on account of Unsecured Priority
Tax Claims in Class 1 is negligible and (b) that the Debtors will not be required to make an Initial VEBA
Contribution to either the Union VEBA Trust or the Retired Salaried Employee VEBA Trust (see "Operations
During the Reorganization Cases — Agreements with Labor Regarding Pension and Retiree Medical
Benefits").

Includes, among other things, (a) legal, accounting, financial advisory and other professional fees associated
with the implementation of the Plan to be paid after the Effective Date, (b) the payment of Cash to the Funding
Vehicle Trust on the Effective Date, (c) the Administrative Claims of the PBGC allowed pursuant to the PBGC
Settlement Agreement, (d) Claims of Indenture Trustees to be satisfied after the Effective Date, (¢) payments to
be made under the Debtors' Key Employee Retention Program after the Effective Date, and (f) fees associated
with the Exit Financing Facility, reduced by an assumed amount of reimbursements from AJI, KJC and KAAC
in respect of professional fees incurred in connection with their chapter 11 cases.

20



Distributions of New Common Stock

Under the Plan, an aggregate of 20.0 million shares of New Common Stock will be issued on the Effective
Date to or for the benefit of the Union VEBA Trust, the Retired Salaried Employee VEBA Trust and holders of
Allowed Claims in Classes 4 and 9. See "— Classes and Treatment of Claims and Interests." The following table
sets forth, for each person expected to own beneficially more than 5% of the shares of New Common Stock
outstanding immediately following the Effective Date, (a) the number of shares of New Common Stock such person
is currently expected to receive pursuant to the Plan and (b) the percentage of the total number of shares to be issued
pursuant to the Plan such shares would represent.

Name of Beneficial Owner Number of Shares Percent
Union VEBA Trust® 11,439,900 57.2%
PBGC? 3,243,442 16.2%
Retired Salaried Employee VEBA Trust) 1,940,100 9.7%
Asbestos Pl Trust® 1,199,171 6.0%
1) Reflects the number of shares to be issued in accordance with the Legacy Liability Agreements. See "—

Agreements with Labor Regarding Pension and Retiree Medical Benefits."”

) Reflects the number of shares currently expected to be issued to the PBGC on account of both its Class 4 and
Class 9 Claims and the shares the PBGC, as the holder of an allowed general unsecured claim against KFC, is
currently expected to receive pursuant to the Alumina Subsidiary Plan for KAAC and KFC as the PBGC's
proportionate share of the New Common Stock to be distributed on account of KFC's 25% of the KFC Claim
(which is an Allowed Class 9 Claim). See "— PBGC Settlement Agreement."

?3) Reflects the aggregate number of shares currently expected to be issued on account of the 70.5% of the KFC
Claim that is to be transferred to the Asbestos Pl Trusts on the Effective Date. See "— Establishment of the
Funding Vehicle Trust and the PI Trusts and Entry of the PI Channeling Injunctions™ and "— Intercompany
Claims Settlement." Pursuant to the Plan, 4.5% of the KFC Claim will be transferred to the Silica Pl Trust;
accordingly, it is anticipated that the Silica Pl Trust will receive 76,543 shares of New Common Stock (i.e.,
0.4% of the New Common Stock to be issued pursuant the Plan).

There can be no assurance that there will not be material variances between the number of shares of New Common
Stock that each of the PBGC, the Asbestos PI Trust and the Silica PI Trust is currently expected to receive and the
number of shares it actually receives. The actual distributions to the PBGC on account of its Class 9 Claim and its
general unsecured claim against KFC and to the P1 Trusts on account of the KFC Claim will vary to the extent the
ultimate aggregate amount of Allowed General Unsecured Claims deviates from the Debtors' current estimate of
such Claims, as the number of shares of New Common Stock available for distribution to holders of Allowed
General Unsecured Claims is fixed at 4,460,000 irrespective of the aggregate allowed amount of such Claims. See
"— Classes and Treatment of Claims and Interests — Summary Classification and Treatment Table" for detail
regarding the Debtors' assumptions underlying such estimates.

In addition to the 20.0 million shares of New Common Stock to be issued pursuant to the Plan and
outstanding as of the Effective Date, 2,222,222 shares of New Common Stock will be available for issuance
pursuant to the Equity Incentive Plan. See "Reorganized Kaiser — Management — Executive Compensation —
New Plans and Arrangements to be Implemented in Connection with the Effective Date — Equity Incentive Plan.”
Further, the Environmental Settlement Agreement and the Plan contemplate that additional shares of New Common
Stock could be issued in the future to satisfy certain environmental liabilities that have not yet been identified and
liquidated. See "Operations During the Reorganization Cases — Certain Other Litigation and Settlements During
the Reorganization Cases — Environmental Settlement Agreement.”

Establishment of the Funding Vehicle Trust and the PI Trusts and Entry of the Pl Channeling Injunctions

In accordance with the Plan, on the Effective Date each of the Funding Vehicle Trust, the Asbestos Pl Trust
the CTPV PI Trust, the NIHL PI Trust and the Silica PI Trust will be created. Immediately thereafter, Pl Trust
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Assets will be issued or transferred to each of the Funding Vehicle Trust, the Asbestos PI Trust and the Silica PI
Trust in accordance with the Plan. For purposes of the Plan, the term "PI Trust Assets" means:

o the PI Insurance Assets (i.e., (a) rights to receive proceeds from the insurance policies described in
Exhibit 1.1(107) to the Plan in respect of Channeled Personal Injury Claims and (b) the Cash paid
or to be paid pursuant to settlement agreements with any PI Insurance Company entered into prior
to the Effective Date in respect of such insurance policies and allocable to payment of Channeled
Personal Injury Claims, including but not limited to the Insurance Settlement Escrow Funds (i.e.,
an aggregate of approximately $14 million, as of June 30, 2005, held in accordance with escrow
agreements created to hold funds paid after the Petition Date in respect of insurance settlements
for the benefit of holders of any Channeled Personal Injury Claims, including (i) the settlement
agreement, dated as of April 9, 2003, between KACC and Employers Surplus Lines Insurance
Company, (ii) the settlement agreement, dated as of March 14, 2003, between KACC and
Kingscroft Insurance Company Limited, Walbrook Insurance Company Limited, El Paso
Insurance Company Limited, Lime Street Insurance Company Limited, Mutual Reinsurance
Company Limited, The Bermuda Fire & Marine Insurance Company Limited, In Liquidation,
Bryanston Insurance Company Limited and Southern American Insurance Company, (iii) the
settlement agreement, dated as of April 8, 2003, between KACC and National Casualty Company
and (iv) the settlement agreement, dated as of November 11, 2004, between KACC and Insurance
Company of the West)) (see "Operations During the Reorganization Cases — Certain
Asbestos-Related Insurance Coverage Litigation");

e 100 shares of common stock of Reorganized Kaiser Trading, constituting 100% of the outstanding
equity interests of such company, the assets of which will be approximately 145 acres of real
property located in Louisiana and the rights as a lessor under a lease agreement pursuant to which
such real property is leased to the Defense National Stockpile Center for the storage of bauxite in
return for $50,800 per year, which lease agreement has an initial term which expires in 2008, is
renewable for an additional year at the option of the lessee and is terminable by either party prior
to the end of the term in certain circumstances;

e  Cash in an amount equal to $13 million; and

e the 75% of the KFC Claim (i.e., the prepetition Claim of KFC against KACC in the amount of
$1.106 billion) that is to be transferred on the Effective Date to the PI Trusts in accordance with
Section 4.2.f of the Intercompany Claims Settlement (see "— Intercompany Claims Settlement).

In accordance with the Plan, the PI Insurance Assets and the $13 million of Cash will be transferred to the Funding
Vehicle Trust and the common stock of Reorganized Kaiser Trading and the 75% of the KFC Claim will be
transferred to the Asbestos PI Trust and the Silica PI Trust, with the Asbestos PI Trust receiving 94% of the
common stock of Reorganized Kaiser Trading and 70.5% of the KFC Claim and the Silica PI Trust receiving the
remaining 6% of the common stock of Reorganized Kaiser Trading and 4.5% of the KFC Claim. The Funding
Vehicle Trust will use its assets to make payments to the PI Trusts pursuant to the terms of the PI Trust Funding
Agreement. See "PI Trusts and Distribution Procedures — PI Trust Funding Agreement." The Asbestos PI Trust
will use its assets (which will include Cash it receives pursuant to the Funding Vehicle Trust Agreement) to satisfy
Asbestos Personal Injury Claims, the CTPV PI Trust will use its assets (i.e., Cash it receives pursuant to the Funding
Vehicle Trust Agreement) to satisfy CTPV Personal Injury Claims, the NIHL PI Trust will use its assets (i.€., Cash it
receives pursuant to the Funding Vehicle Trust Agreement) to satisfy NIHL Personal Injury Claims, and the Silica
PI Trust will use its assets (which will include Cash it receives pursuant to the Funding Vehicle Trust Agreement) to
satisfy Silica Personal Injury Claims.

The PI Trusts will assume all liability and responsibility for all Channeled Personal Injury Claims and the
Funding Vehicle Trust will assume all liability and responsibility of the Debtors, the Reorganized Debtors and the
other Kaiser Companies for all premiums, deductibles, retrospective premium adjustments, reinsurance, security or
collateral arrangements and other charges, costs, fees or expenses (if any) that become due to any insurer in
connection with pursuit or recovery of the PI Insurance Assets as a result of Channeled Personal Injury Claims or
Trust Expenses of the Funding Vehicle Trust or of any PI Trust. See "PI Trusts and Distribution Procedures." Itis a
condition to the occurrence of the Effective Date that the PI Channeling Injunctions, which will prohibit any person
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from pursuing any Channeled Personal Injury Claims against any Reorganized Debtor and other Protected Parties
have been entered and are in full force and effect. See "Answers to Certain Questions About the Plan and
Disclosure Statement — What must happen before the Plan can become effective?"

Agreements with Labor Regarding Pension and Retiree Medical Benefits

In early 2004, KACC reached negotiated agreements regarding pension and retiree medical benefits
(collectively, the "Legacy Liability Agreements") with the United Steel Workers of America, AFL-CIO, CLC, the
International Association of Machinists and Aerospace Workers (the "IAM") and the official committee of retired
salaried employees (i.e., the Retirees' Committee). (For purposes of this Disclosure Statement, the term "USW"
means, prior to April 12, 2005, the United Steelworkers of America, AFL-CIO, CLC, and on and after such date, the
United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers
International Union, AFL-CIO, CLC.) For a detailed discussion of the Legacy Liability Agreements and related
matters, see "Operations During the Reorganization Cases — Agreements with Labor Regarding Pension and
Retiree Medical Benefits."

In accordance with the Legacy Liability Agreements, the Plan provides, among other things, that:

e  Contributions of New Common Stock. On the Effective Date, Reorganized KAC will contribute
to the Union VEBA Trust and the Retired Salaried Employee VEBA Trust an aggregate of
13,380,000 shares of New Common Stock (representing 75% of KACC's remaining value after
taking into account (a) the satisfaction of Administrative Claims, Priority Tax Claims, Unsecured
Priority Claims (Class 1) and Secured Claims (Class 3), (b) contributions to the PI Trusts and
related Funding Vehicle Trust, (c) the Equity Incentive Plan, and (d) the satisfaction of the
Canadian Debtor PBGC Claims), with 85.5%, or 11,439,900, of such shares being contributed to
the Union VEBA Trust and 14.5%, or 1,940,100, of such shares being contributed to the Retired
Salaried Employee VEBA Trust.

o Initial Contributions of Cash. On the Effective Date, Reorganized KAC will contribute to the
Union VEBA Trust and the Retired Salaried Employee VEBA Trust Cash in the aggregate equal
to (a) the excess of the Initial Availability Amount above $50 million, but in no event more than
$36 million less (b) the aggregate of all amounts contributed to the Union VEBA Trust and the
Retired Salaried Employee VEBA Trust prior to the Effective Date other than the $1 million
contributed to the Union VEBA Trust on March 31, 2005 (i.e., the Initial VEBA Contributions).
For purposes of the Plan, the term "Initial Availability Amount" means, as calculated as of the
Effective Date, the sum of (a) the consolidated cash balance of Reorganized KAC plus (b) the
available liquidity under the revolving credit facility component of the Exit Financing Facility, in
each case after giving effect to (i) the Initial VEBA Contributions and all other Cash payments
(including accruals or reserves in respect thereof) required in connection with the Plan, (ii) the
initial availability amount required under the revolving credit facility component of the Exit
Financing Facility, and (iii) any availability blocks required under the revolving credit facility
component of the Exit Financing Facility. The Debtors currently estimate that, assuming the
Effective Date occurs on December 31, 2005, the aggregate amount of such Cash contributions
will be zero.

e Variable Contributions of Cash. Following the Effective Date, Reorganized KAC will
periodically contribute to the Union VEBA Trust and the Retired Salaried Employee VEBA Trust
Cash in accordance with agreements entered into pursuant to section 1114 of the Bankruptcy
Code, as such agreements have been or may be modified, amended or supplemented (i.e., the
Variable VEBA Contributions). For additional information regarding projected Cash
contributions to the Union VEBA Trust and the Retired Salaried Employee VEBA Trust, see
"Reorganized Kaiser — Projected Financial Information."

PBGC Settlement Agreement

In the fall of 2004, KACC and the PBGC entered into an agreement regarding Claims of the PBGC against
the Debtors arising from or related to the pension plans that were or are maintained by certain Debtors and
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guaranteed in part by the PBGC (i.e., the PBGC Settlement Agreement). For a detailed discussion of the PBGC
Settlement Agreement and related matters, see "Operations During the Reorganization Cases — PBGC Settlement
Agreement."

In accordance with the PBGC Settlement Agreement, the Plan provides, among other things, that:

o Allowed Unsecured Claims. The PBGC will have an Allowed Canadian Debtor PBGC Claim
(Class 4) against each of the Canadian Debtors and an Allowed General Unsecured Claim (Class
9) against each of the Debtors other than the Canadian Debtors in the aggregate amount of $616
million.

e Administrative Claims. To the extent not previously paid in accordance with the Intercompany
Claims Settlement and the PBGC Settlement Agreement, the Administrative Claims of the PBGC
allowed in an aggregate amount of $14 million will be paid in Cash on the Effective Date. (For
purposes of this Disclosure Statement, it is assumed that KACC will pay such Claims in full on
the Effective Date.)

The PBGC was also allowed general unsecured claims against the Other Debtors pursuant to the PBGC Settlement
Agreement. As such, pursuant to the Alumina Subsidiary Plan for KAAC and KFC, the PBGC will also receive a
portion of the New Common Stock to be distributed to KFC on account of the 25% of the KFC Claim to be retained
by KFC after the transfer of 75% thereof to the PI Trusts pursuant to the Intercompany Claims Settlement. See "—
Intercompany Claims Settlement."

Intercompany Claims Settlement

In the fall of 2004, the Debtors, the Other Debtors and the Creditors' Committee entered into a settlement
and release agreement relating to the treatment of claims of the Debtors and the Other Debtors against another
Debtor or Other Debtor that arose prior to and after the Petition Date (i.e., the Intercompany Claims Settlement).
For a detailed discussion of the Intercompany Claims Settlement and related matters, see "Operations During the
Reorganization Cases — Intercompany Claims Settlement."

The Intercompany Claims Settlement contemplates, among other things, that:

e KFC Claim. Subject to certain limitations not applicable if the Plan is consummated, KFC or its
successor would have an Allowed General Unsecured Claim (Class 9) against KACC in the
aggregate amount of $1.106 billion (i.e., the KFC Claim), of which 75% would be assigned by
KFC to the PI Trusts on the Effective Date (with KFC or its successor retaining the remaining
25% of such Claim). See "— Establishment of the Funding Vehicle Trust and the PI Trusts and
Entry of the PI Channeling Injunctions."”

e Standalone Plan for AJI and KJC. AJI and KJC would file a standalone plan under chapter 11 of
the Bankruptcy Code and such plan would provide for certain payments to KACC upon its
effectiveness. On February 25, 2005, AJI and KJC filed their third amended joint plan of
liquidation (i.e., one of the Alumina Subsidiary Plans), together with a corresponding disclosure
statement, which proposes to distribute to the creditors of AJI and KJC the proceeds of the sale of
the interests of AJI and KJC in and related to Alumina Partners of Jamaica ("Alpart") and the
proceeds allocable to KBC from the sale of its interests in and related to Kaiser Jamaica Bauxite
Company ("KJBC") and KACC's alumina refinery located on the Mississippi River in Gramercy,
Louisiana ("Gramercy") received by AJI and KJC pursuant to the Intercompany Claims
Settlement. The Bankruptcy Court approved that disclosure statement on February 28, 2005. For
information regarding the status of confirmation of the joint plan of liquidation for AJI and KJC,
see "Operations During the Reorganization Cases — Strategic Plan to Sell Commodities Assets —
The Sale of the Alpart Interests and Liquidation of AJI and KJC." For purposes of this Disclosure
Statement, it is assumed that the Alumina Subsidiary Plan for AJI and KJC will be confirmed and
become effective immediately prior to the effectiveness of the Plan and that, on the Effective Date,
KACC will receive $1 million pursuant to such Alumina Subsidiary Plan, which will be in
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addition to the approximately $43 million already received by KACC upon the sale of Alpart
pursuant to the Intercompany Claims Settlement.

o Standalone Plan for KAAC and KFC. KAAC and KFC would file a standalone plan under chapter
11 of the Bankruptcy Code and such plan would provide for certain payments to KACC upon its
effectiveness. On February 25, 2005, KAAC and KFC filed their third amended joint plan of
liquidation (i.e., the other Alumina Subsidiary Plan), together with a corresponding disclosure
statement, which proposes to distribute to the creditors of KAAC and KFC the proceeds of the sale
of KAAC's interests in and related to Queensland Alumina Limited ("QAL") and any property
received in respect of the 25% of the KFC Claim retained by the distribution trust established in
connection with such plan. For information regarding the confirmation of the joint plan of
liquidation for KAAC and KFC, see "Operations During the Reorganization Cases — Strategic
Plan to Sell Commodities Assets — The Sale of the QAL Interests and Liquidation of KAAC and
KFC." For purposes of this Disclosure Statement, it is assumed that the Alumina Subsidiary Plan
for KAAC will be confirmed and become effective immediately prior to the effectiveness of the
Plan and that, on the Effective Date, KACC will receive $25 million pursuant to such Alumina
Subsidiary Plan.

e PBGC Administrative Claims. KACC would pay the Allowed Administrative Claims of the
PBGC on the earlier of the Effective Date or the effective date of a plan of liquidation for KAAC
(which, for purposes of this Disclosure Statement, is assumed to be the same day).

Payment of Administrative Claims
Administrative Claims in General

Except as provided in the Plan or unless otherwise agreed by the holder of an Administrative Claim and the
applicable Debtor or Reorganized Debtor, each holder of an Allowed Administrative Claim will receive from
Reorganized KAC or the applicable Reorganized Debtor, in full satisfaction of its Administrative Claim, Cash equal
to the allowed amount of such Administrative Claim either (a) on the Effective Date or (b) if the Administrative
Claim is not allowed as of the Effective Date, within 30 days after the date on which (x) an order allowing such
Administrative Claim becomes a Final Order or (y) a Stipulation of Amount and Nature of Claim is executed by the
applicable Reorganized Debtor and the holder of the Administrative Claim.

Administrative Claims include Claims for costs and expenses of administration allowed under sections
503(b), 507(b) or 1114(e)(2) of the Bankruptcy Code, including: (a) the actual and necessary costs and expenses
incurred after the Petition Date of preserving the Estate and operating the business of each Debtor, including Claims
based on liabilities incurred by such Debtor in the ordinary course of its business and Claims under the DIP
Financing Facility; (b) Professional Fee Claims; (c) US Trustee Fees; (d) Claims for reclamation allowed in
accordance with section 546(c)(2) of the Bankruptcy Code and Section 2-702 of the Uniform Commercial Code; and
(e) unpaid Administrative Claims of the PBGC allowed pursuant to the PBGC Settlement Agreement. Except as
otherwise provided in the Intercompany Claims Settlement, no Intercompany Claim will constitute an
Administrative Claim.

US Trustee Fees

On or before the Effective Date, Administrative Claims for fees payable pursuant to 28 U.S.C. § 1930, as
determined by the Bankruptcy Court at the Confirmation Hearing, will be paid by the applicable Debtor or
Reorganized Debtor in Cash equal to the amount of such Administrative Claims. All fees payable pursuant to 28
U.S.C. § 1930 will be paid by the Reorganized Debtors in accordance therewith until the closing of the
Reorganization Cases pursuant to section 350(a) of the Bankruptcy Code.

Ordinary Course Liabilities
Allowed Administrative Claims based on liabilities incurred by a Debtor in the ordinary course of its

business (including Administrative Trade Claims, Administrative Claims of governmental units for Taxes, including
Tax audit Claims related to tax years commencing after the Petition Date, and Allowed Administrative Claims
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arising from those contracts and leases of the kind described in Section 6.6 of the Plan (i.e., contracts and leases
entered into after the Petition Date)) will be paid by the applicable Reorganized Debtor pursuant to the terms and
conditions of the particular transaction giving rise to such Administrative Claims, without any further action by the
holders of such Administrative Claims.

Claims Under the DIP Financing Facility

On or before the Effective Date, unless otherwise agreed by the DIP Lenders pursuant to the DIP Financing
Facility, Allowed Administrative Claims under or evidenced by the DIP Financing Facility will be paid in full in
Cash. See "Operations During the Reorganization Cases — Postpetition Financing" for a description of the DIP
Financing Facility.

PBGC Administrative Claims

To the extent not previously paid, the Administrative Claims of the PBGC allowed pursuant to paragraph
10 of the PBGC Settlement Agreement will be paid in Cash on the Effective Date. For purposes of this Disclosure
Statement, it is assumed that KACC will pay $14 million in full satisfaction of such Claims on the Effective Date.
See "Operations During the Reorganization Cases — PBGC Settlement Agreement" and "Operations During the
Reorganization Cases — Intercompany Claims Settlement" for descriptions of the PBGC Claims and Intercompany
Claims Settlement, respectively.

Union VEBA Trust and Retired Salaried Employee VEBA Trust

On the Effective Date, Reorganized KAC will contribute (a) to the Union VEBA Trust, 11,439,900 shares
of New Common Stock and Cash in an amount equal to the Initial VEBA Contribution payable to the Union VEBA
Trust, if any, and (b) to the Retired Salaried Employee VEBA Trust, 1,940,100 shares of New Common Stock and
Cash in an amount equal to the Initial VEBA Contribution payable to the Retired Salaried Employee VEBA Trust, if
any. Thereafter, Reorganized KAC will make the applicable Variable VEBA Contributions to the Union VEBA
Trust and the Retired Salaried Employee VEBA Trust in accordance with agreements entered into pursuant to
section 1114 of the Bankruptcy Code, as such agreements have been or may be modified, amended or supplemented.
See "Operations During the Reorganization Cases — Agreements with Labor Regarding Pension and Retiree
Medical Benefits." For more information regarding projected Cash contributions to the Union VEBA Trust and the
Retired Salaried Employee VEBA Trust, see "Reorganized Kaiser — Projected Financial Information."

Bar Dates for Administrative Claims

Except as otherwise set forth in the Plan or in the Intercompany Claims Settlement, requests for payment of
Administrative Claims must be Filed by the Administrative Claim Bar Date and served pursuant to the procedures
specified in the Administrative Claim Bar Date Order. Holders of Administrative Claims that are required to File
and serve a request for payment of such Administrative Claims and that do not File and serve such a request by such
date will be forever barred from asserting such Administrative Claims against the Debtors, the Reorganized Debtors
or the property of any of them and such Administrative Claims will be deemed waived and released as of the
Effective Date. Objections to such requests must be Filed and served on the Reorganized Debtors and the requesting
party by the later of (a) 90 days after the Effective Date and (b) 30 days after the Filing of the applicable request for
payment of Administrative Claims. See "Operations During the Reorganization Cases — Claims Process and Bar
Dates" for information on the Administrative Claim Bar Date Order.

Subject to any applicable provisions of the Intercompany Claims Settlement, Professionals or other entities
asserting a Professional Fee Claim for services rendered to the Debtors before the Effective Date must File and serve
on the Reorganized Debtors and such other entities who are designated by the Bankruptcy Rules, the Confirmation
Order, the Fee Order or other order of the Bankruptcy Court an application for final allowance of such Professional
Fee Claims no later than 60 days after the Effective Date, except that any Professional who may receive
compensation or reimbursement of expenses pursuant to the Ordinary Course Professionals Order may continue to
receive such compensation and reimbursement of expenses for services rendered before the Effective Date, without
further Bankruptcy Court review or approval, pursuant to the Ordinary Course Professionals Order. Objections to
any Professional Fee Claims, including any objections by the US Trustee, must be Filed and served on the
Reorganized Debtors and the requesting party by the later of (a) 90 days after the Effective Date and (b) 30 days
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after the Filing of the applicable request for payment of the Professional Fee Claims. To the extent necessary, the
Confirmation Order will amend and supersede any previously entered order of the Bankruptcy Court, including the
Fee Order, regarding the payment of Professional Fee Claims (other than the Intercompany Claims Settlement
Order).

Holders of Administrative Claims based on liabilities incurred by a Debtor in the ordinary course of its
business, including Administrative Trade Claims, Administrative Claims of governmental units for Taxes (including
Tax audit Claims arising after the Petition Date) and Administrative Claims arising from those contracts and leases
of the kind described in Section 6.6 of the Plan (i.e., contracts and leases entered into after the Petition Date), will
not be required to File or serve any request for payment of such Administrative Claims. Such Administrative
Claims will be satisfied pursuant to Section 3.1.a(iii) of the Plan (which is described above under "— Ordinary
Course Liabilities").

Holders of Administrative Claims under or evidenced by the DIP Financing Facility will not be required to
File or serve any request for payment of such Claims. Such Administrative Claims will be satisfied pursuant to
Section 3.1.a(iv) of the Plan (which is described above under "— Claims Under the DIP Financing Facility").

The PBGC as the holder of the Administrative Claims of the PBGC will not be required to File or serve any
request for payment of such Claims. Such Administrative Claims will be satisfied pursuant to Section 3.1.a(v) of the
Plan (which is described above under "— PBGC Administrative Claims").

Payment of Priority Tax Claims

Pursuant to section 1129(a)(9)(c) of the Bankruptcy Code, unless otherwise agreed by the holder of a
Priority Tax Claim and the applicable Debtor or Reorganized Debtor, each holder of an Allowed Priority Tax Claim
will receive, in full satisfaction of its Priority Tax Claim, deferred Cash payments over a period not exceeding six
years from the date of assessment of such Priority Tax Claim. Payments will be made in equal quarterly
installments of principal (commencing on the later of the Effective Date and the first Quarterly Distribution Date
following the date such Claim becomes an Allowed Claim), plus simple interest accruing from the Effective Date at
the rate publicly quoted on the Confirmation Date by The Wall Street Journal as the "base rate on corporate loans
posted by at least 75% of the nation's 30 largest banks" on the unpaid portion of each Allowed Priority Tax Claim
(or upon such other terms determined by the Bankruptcy Court to provide the holders of Priority Tax Claims with
deferred Cash payments having a value, as of the Effective Date, equal to the allowed amount of such Priority Tax
Claims). The Reorganized Debtors will have the right to pay any Allowed Priority Tax Claim, or any remaining
balance of such Priority Tax Claim, in full at any time on or after the Effective Date, without premium or penalty.
The Debtors estimate that the aggregate amount of Allowed Priority Tax Claims will be approximately $3 million.

Notwithstanding the provisions of the Plan described in the immediately preceding paragraph (i.e., Section
3.1.b(i) of the Plan), the holder of an Allowed Priority Tax Claim will not be entitled to receive any payment on
account of any penalty arising with respect to or in connection with the Allowed Priority Tax Claim. Any such
Claim or demand for any such penalty (a) will be subject to treatment in Class 9 and (b) the holder of an Allowed
Priority Tax Claim will not be entitled to assess or attempt to collect such penalty from the Reorganized Debtors or
their property (other than as the holder of a Class 9 Claim).
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CERTAIN EVENTS PRECEDING THE DEBTORS' CHAPTER 11 FILINGS
Historical Business Strategy and Operations

Historically, the Debtors and their affiliates (i.e., the Kaiser Companies) have collectively been one of the
leading international producers and marketers of alumina, primary aluminum and fabricated aluminum products,
operating worldwide in all principal aspects of the aluminum industry. Prior to the Petition Date, these operations
were conducted through four business units: (a) Bauxite and Alumina, which primarily involved the mining of
bauxite and the refining of bauxite into alumina; (b) Primary Aluminum, which primarily involved the smelting of
alumina into primary aluminum; (c) Flat-Rolled Products, which primarily involved the manufacture of heat-treat
sheet and plate and other flat-rolled products for the aerospace, transportation, industrial and beverage container
markets; and (d) Engineered Products, which primarily involved the manufacture of extruded products and forged
parts for a variety of industrial markets. The business units operated on an integrated basis, with the Bauxite and
Alumina business unit supplying alumina to the Primary Aluminum business unit, as well as third-party customers,
and the Primary Aluminum business unit, in turn, supplying aluminum to the Flat-Rolled Products and Engineered
Products business units, as well as third-party customers.

In fiscal year 2001, the year preceding the initial chapter 11 filings, the Kaiser Companies generated net
sales exceeding $1.7 billion. As of December 31, 2001, the Kaiser Companies had approximately $3.3 billion in
assets and $3.1 billion in liabilities on a consolidated basis and employed approximately 5,800 full-time and
part-time employees.

As described in more detail below, as a result of recent divestitures, the Debtors' assets which comprised its
Bauxite and Alumina business unit have been divested. Additionally, with the exception of the Debtors' interests in
and related to Anglesey Aluminium Limited ("Anglesey"), a joint venture which owns and operates a smelter
located in the United Kingdom, the Debtors' assets which comprised its Primary Aluminum business have been
divested. See "Operations During the Reorganization Cases — Strategic Plan to Sell Commodities Assets."

Capital Structure as of the Petition Date
Prepetition Credit Facility

Pursuant to a Credit Agreement, dated as of February 15, 1994, between KACC, as borrower, KAC, as
guarantor, and a syndicate of lenders led by BankAmerica Business Credit, Inc. (in its individual capacity and as
administrative agent) (collectively, the "Bank Group"), KACC had a $250 million senior secured credit facility (the
"Prepetition Credit Facility"). From time to time prior to the Petition Date, the Debtors and the Bank Group
amended the Prepetition Credit Facility, and on the Petition Date, the Prepetition Credit Facility consisted of a
revolving credit facility of up to $100 million. As of the Petition Date, the Debtors had no borrowings under the
Prepetition Credit Facility and approximately $45 million in the aggregate available to be drawn under all letters of
credit outstanding thereunder. The Debtors arranged for the Prepetition Credit Facility to be retired and the letters of
credit were replaced pursuant to the DIP Financing Facility. See "Operations During the Reorganization Cases —
Postpetition Financing."

Public Notes

As of the Petition Date, KACC had an aggregate of approximately $901 million in principal amount of
bonds and notes outstanding:

e Industrial Revenue Bonds. KACC issued and sold three series of industrial revenue bonds through
state or municipal development board or authorities — the 6-1/2% RPC Revenue Bonds, issued
and sold on March 1, 1978 in the aggregate principal amount of $14 million, the 7-3/4% SWD
Revenue Bonds, issued and sold on December 1, 1992 in the aggregate principal amount of $20
million, and the 7.60% SWD Revenue Bonds, issued and sold on March 1, 1997 in the aggregate
principal amount of $19 million (collectively, the "Industrial Revenue Bonds"). As of the Petition
Date, the aggregate principal amount outstanding under the Industrial Revenue Bonds was
approximately $51.4 million. On June 6, 2005, the secured portion of the Claims in respect of the
7.60% SWD Revenue Bonds, in the amount of $1.6 million, was satisfied. All of KACC's

28



remaining obligations in respect of the Industrial Revenue Bonds are unsecured and are not
guaranteed.

o 9-7/8% Senior Notes Due 2002. On February 17, 1994, KACC issued and sold, and each of the
Debtor Guarantors and the Alumina Subsidiary Debtors (i.e., AJI, KIC, KAAC and KFC),
guaranteed, $225 million in principal amount of 9-7/8% Senior Notes. Prior to the Petition Date,
KACC purchased approximately $52 million of the 9-7/8% Senior Notes, leaving approximately
$173 million in principal amount of the 9-7/8% Senior Notes outstanding as of the Petition Date.
The 9-7/8% Senior Notes are unsecured obligations of KACC and rank pari passu with the
10-7/8% Senior Notes.

o 10-7/8% Senior Notes Due 2006. Two series of 10-7/8% Senior Notes were issued by KACC and
guaranteed by each of the Debtor Guarantors and the Alumina Subsidiary Debtors: (a) on October
23, 1996, KACC issued and sold $175 million in principal amount of 10-7/8% Series B Senior
Notes; and (b) on December 23, 1996, KACC issued and sold $50 million in principal amount of
10-7/8% Series D Senior Notes, all of which remained outstanding as of the Petition Date. The
10-7/8% Senior Notes are unsecured obligations of KACC and rank pari passu with the 9-7/8%
Senior Notes.

e  Senior Subordinated Notes Due 2003. On February 1, 1993, KACC issued and sold, and each of
the Debtor Guarantors and the Alumina Subsidiary Debtors guaranteed, $400 million in principal
amount of Senior Subordinated Notes, all of which remained outstanding as of the Petition Date.
The Senior Subordinated Notes are unsecured obligations of KACC and are subordinate to all
obligations of KACC under the Prepetition Credit Facility and the Senior Notes.

All of these bonds and notes are Public Notes within the meaning of the Plan, and Claims against KACC in respect
of any of them are classified in Class 9. For a discussion of the treatment of such Claims, see "Overview of the Plan
— Classes and Treatment of Claims and Interests."

The relative priority of the guaranties of the Debtor Guarantors and the Alumina Subsidiary Debtors in
respect of the 9-7/8% Senior Notes, the 10-7/8% Senior Notes and the Senior Subordinated Notes is the subject of
dispute. See "Operations During the Reorganization Cases — Guaranty Subordination Dispute." Also see
"Operations During the Reorganization Cases — 7-3/4% SWD Revenue Bond Dispute."

Stock in KAC and KACC

As of the Petition Date, 80,793,554 shares of common stock, par value $0.01 per share, of KAC were
issued and outstanding, approximately 62% of which were owned by MAXXAM Inc. and one of its wholly owned
subsidiaries and the remainder of which were publicly held. Interests and Claims in respect of such stock are
classified in Class 12. For a discussion of the treatment of such Interests and Claims, see "Overview of the Plan —
Classes and Treatment of Claims and Interests."

As of the Petition Date, 46,171,365 shares of common stock, par value $0.33-1/3 per share, of KACC were
issued and outstanding, all such shares being held by KAC. In addition, KACC has four outstanding series of
preference stock, par value $100 per share: 4-1/8 Cumulative Convertible Preference Stock, 4-3/4 Cumulative
Convertible (1957 Series) Preference Stock, 4-3/4 Cumulative Convertible (1959 Series) Preference Stock and 4-3/4
Cumulative Convertible (1966 Series) Preference Stock. An aggregate of 8,669 shares of such preference stock
were issued and outstanding as of the Petition Date, held by approximately 225 individuals (which group did not
include KAC). Interests and Claims in respect of all such stock, including Claims relating to the shares of the Series
1985 A and Series 1985 B Cumulative Preference Stock noticed for redemption in 2001 but not tendered for
payment prior to the Petition Date, are classified in Class 14. For a discussion of the treatment of such Interests and
Claims, see "Overview of the Plan — Classes and Treatment of Claims and Interests."
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Events Leading up to the Debtors' Chapter 11 Filings
Intense Pressure from Significant Near-Term Debt Maturities

As of the Petition Date, the Debtors were experiencing intense pressure as a result of significant near-term
debt maturities, including the maturity of the 9-7/8% Senior Notes on February 15, 2002 and the Senior
Subordinated Notes on February 1, 2003. The Debtors' ability to resolve these near-term maturities was
significantly impaired by liquidity problems brought about by weak industry and economic conditions, as well as
pension and retiree medical obligations and certain tort liabilities, each of which is discussed below.

Weak Industry and Economic Conditions

The deteriorating economy caused a severe contraction in the Debtors' liquidity, as falling metal prices and
weak demand in general for aluminum products negatively affected the Debtors' financial performance. The
Debtors' liquidity problems were exacerbated in the aftermath of the September 11, 2001 terrorist attacks due to the
substantial decline in demand for aerospace products.

Pension and Retiree Medical Obligations

Poor stock market performance during 2001 resulted in lower rates of return on investments and,
accordingly, a decline in value of the assets held by the Debtors' pension plans. Interest rates also declined and,
accordingly, the value of the plans' liability increased. The net effect of these two factors created a significant
increase in the Debtors' projected future contributions to its pension plans.

At the same time, the Debtors, like other companies with post-retirement medical obligations, experienced
a significant increase in healthcare costs for retirees. The Debtors projected that this obligation would continue to
increase substantially in future years due to a variety of factors, including double-digit percentage increases in
medical and prescription drug costs and increased life expectancies of the covered individuals. Because they
substantially reduced available cash flow, the Debtors' obligations to retirees hampered the Debtors' efforts to
restructure their obligations outside of chapter 11 of the Bankruptcy Code.

Certain Tort Liabilities

Although KACC has not sold any products containing asbestos for more than 25 years, as of KACC's
Petition Date, there were more than 100,000 asbestos-related lawsuits filed against the Debtors in which the
plaintiffs allege that certain of their injuries were caused by, among other things, exposure to asbestos during, and as
a result of, their employment or association with KACC or exposure to products containing asbestos produced or
sold by KACC.

Prior to KACC's Petition Date, approximately 75% of the asbestos-related defense and settlement costs
incurred by the Debtors were being offset by insurance recoveries. Nonetheless, asbestos liabilities continually
affected the Debtors' liquidity and cash flows because of the shortfall in insurance recoveries and the contentions
made by some insurers that coverage for the claims was not legally enforceable due to various policy defenses. In
addition, the continuing pace of new asbestos Claims and the year over year increase in the required amounts to
settle claims further strained the Debtors' liquidity. These factors, coupled with the uncertainty associated with these
claims and the chapter 11 filings by numerous other companies with asbestos liabilities, contributed substantially to
the Debtor's already impaired ability to access the capital markets as a means to refinance their near-term maturities
and avoid chapter 11.

In addition, KACC faces a significant number of non-asbestos tort claims, including claims relating to
alleged injuries caused by exposure to products containing silica produced or sold by KACC, claims relating to
alleged injuries caused by exposure to CTPV during, and as a result of, a claimant's employment with KACC and
claims relating to alleged injuries caused by exposure to excess occupational noise during, and as a result of, a
claimant's employment with KACC.

Each tort claim, to the extent ultimately determined to be a Channeled Personal Injury Claim, will be
subject to treatment in Classes 5, 6, 7 or 8, as the case may be. See "Overview of the Plan — Classes and Treatment
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of Claims and Interests." For additional background regarding tort claims against the Debtors, see "PI Trusts and
Distribution Procedures — Background."

The Debtors' Prepetition Attempts to Resolve Their Financial Issues

In September 2001, KACC sold approximately 8.3% of its interest in QAL to Comalco Limited
("Comalco") for total consideration of $189 million, including approximately $159 million in cash. The sale
temporarily improved the Debtors' liquidity and their potential ability to refinance or restructure the 9-7/8% Senior
Notes and the Debtors purchased some of them on the open market with cash from the sale in anticipation that the
9-7/8% Senior Notes would be retired at their maturity date. However, once the Debtors began to compile their
fourth quarter 2001 financial results and to receive forecasts from the business units in December 2001 and early
January 2002, it became apparent that the retirement or restructuring of the 9-7/8% Senior Notes outside of chapter
11 was no longer feasible.

In light of these facts, the Board of Directors of KACC determined not to make the February 1, 2002
interest payment due on the 12-3/4% Notes. KACC's Board of Directors also determined that the Debtors would be
unable to make the February 15, 2002 principal payment due on the 9-7/8% Senior Notes. Given the foregoing
combination of circumstances, and to allow the Debtors to have sufficient time in which to determine an appropriate
capital structure, the Boards of Directors of KAC and KACC concluded that the Filing of Reorganization Cases
would be the best alternative for KAC and KACC to preserve their value for the benefit of their stakeholders and,
therefore, authorized the chapter 11 Filings of KAC, KACC and certain of their subsidiaries.
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OPERATIONS DURING THE REORGANIZATION CASES
Introduction

KAC, KACC and 15 subsidiaries (the "Original Debtors") Filed separate voluntary petitions for
reorganization under chapter 11 of the Bankruptcy Code in the first quarter of 2002. Nine additional subsidiaries,
including the Canadian Debtors (the "Additional Debtors") Filed petitions in the first quarter of 2003. The chapter
11 cases of the Original Debtors and the Additional Debtors are being administered jointly in the United States
Bankruptcy Court for the District of Delaware under In re Kaiser Aluminum Corporation, et al., Case No. 02-10429
(JKF).

First Day Relief

General

At the beginning of the Reorganization Cases, the Original Debtors Filed a number of motions (the "First
Day Motions") designed to allow the Original Debtors to continue their and their non-Debtor subsidiaries' operations
in chapter 11 while minimizing disruption and loss of productivity and maintaining the confidence and support of
customers, employees and suppliers. The First Day Motions included:

e motions relating to administration of the cases;

e motions relating to payment of prepetition wages and other benefits to the Original Debtors'
employees;

e motions relating to honoring prepetition obligations to customers and payment of certain vendors and
service providers vital to the Original Debtors' uninterrupted operations;

e amotion relating to the continued use of the Original Debtors' cash management system, bank
accounts, business forms and investment and deposit guidelines;

e amotion to continue funding transactions with certain joint venture affiliates;
e amotion to obtain debtor-in-possession financing in an aggregate amount of $300 million; and

e amotion for an injunction to protect the assets of certain non-Debtor subsidiaries that were critical to
the Original Debtors' operations.

All of the Original Debtors' First Day Motions were ultimately granted and certain of the relief is described below.
Employee Wages and Benefits

The Original Debtors Filed a motion seeking authorization to: (a) pay certain prepetition employee and
independent contractor wages, salaries, contractual compensation, sales and performance incentives, sick pay,
vacation pay, holiday pay, commissions and other accrued compensation; (b) reimburse prepetition employee and
independent contractor business expenses (including travel, lodging, moving, closing costs and other relocation
expenses); (c) make payments for which employee payroll deductions were made; (d) make prepetition
contributions and pay benefits under employee benefits plans; and (e) pay all costs and expenses incident to the
foregoing payments and contributions (including payroll-related taxes and processing costs).
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Workers' Compensation

The Original Debtors sought authorization to continue their workers' compensation programs for the benefit
of (a) employees in 22 states and the District of Columbia and (b) longshore and harbor employees (collectively,
"Longshore Workers") and to pay prepetition workers' compensation claims arising thereunder and related costs.
The Original Debtors have maintained a high-deductible workers' compensation program (the "Insured Program")
with Old Republic Insurance Company ("Old Republic") that covers employees in 19 states and Longshore
Workers. To secure the Original Debtors' obligations under the Insured Program, the Original Debtors posted
collateral, in the form of an irrevocable letter of credit for the benefit of Old Republic, the current amount available
to be drawn under which is $9.6 million. The Original Debtors also operate as self-insured employers in the states
of Louisiana, Ohio and Washington and maintain self-insured workers' compensation programs in those states
(collectively, the "Self-Insured Programs"). To cover part of the Original Debtors' exposure under the Self-Insured
Programs, the Original Debtors maintain a separate high-retention excess workers' compensation program with Old
Republic (the "Excess Coverage"). To secure the Original Debtors' obligations under the Self-Insured Programs, the
Original Debtors were required to (a) establish a Cash escrow account in the State of Washington, which currently
has a balance of approximately $14 million, and (b) post an irrevocable letter of credit for the benefit of each of the
State of Louisiana and the State of Ohio, the current amount available to be drawn under which is $3.25 million and
$371,000, respectively. The Original Debtors pay annual premiums for the Insured Program and Excess Coverage,
and insurance coverage is provided for all losses up to the applicable statutory workers' compensation liability limit
under the Insured Program and for all losses up to $100 million per occurrence under the Self-Insured Programs
with the Excess Coverage, with a $1 million deductible per occurrence.

At different times between 1960 and 2000, one or more of the Original Debtors operated self-insured
workers' compensation programs for employees located in nine states and for Longshore Workers (collectively, the
"Former Self-Insured Programs"). Under the Former Self-Insured Programs, the Original Debtors paid claims
directly through claims agents. To secure the Original Debtors' obligations under the Former Self-Insured
Programs, the Original Debtors were required to post the following collateral with four of the nine states: (a) an
irrevocable letter of credit for the benefit of the State of West Virginia, the requirement for which, along with the
letter of credit, was eliminated in February 2005; (b) an irrevocable letter of credit for the benefit of the State of
California, the current amount available to be drawn under which is $220,000; (c) an irrevocable letter of credit for
the benefit of the State of Florida, the current amount available to be drawn under which is $455,000; and (d) an
irrevocable letter of credit for the benefit of the State of Oklahoma, the current amount available to be drawn under
which is $300,000. With respect to the Former Self-Insured Programs for former Longshore Workers, for the State
of West Virginia and for states not requiring letters of credit (namely, Illinois, Maryland, Missouri, Pennsylvania
and Rhode Island), the Original Debtors did not seek or obtain authority to pay workers' compensation claims under
those programs beyond a 90-day transition period. Rather, the Original Debtors sought authority to waive, in their
sole discretion, the protections granted by the automatic stay under section 362 of the Bankruptcy Code to the extent
necessary to permit the applicable federal or state workers' compensation agency to take such actions as are
necessary to pay the workers' compensation claims under those Former Self-Insured Programs.

Trust Fund Taxes

In the ordinary course of their business, the Debtors collect or withhold certain trust fund taxes, including
certain sales and use taxes and employment-related taxes (such as income, FICA and Medicare taxes), which are
then held for a period of time before being remitted to the appropriate federal, state, provincial or local taxing
authority. The Original Debtors sought and received authority to pay the trust fund taxes collected or withheld prior
to the commencement of their Reorganization Cases but not then remitted to the applicable taxing authority.

Customer and Critical Vendor Claims

The Original Debtors sought authority to honor or pay any obligations incurred for or on behalf of their
customers prior to the Petition Date. These marketing, sales and other customer-targeted obligations included:
(a) discount programs, refunds and credits; (b) deposits for goods or services not yet delivered or provided to
customers; and (c) warranty-related payments to replace nonconforming or otherwise unacceptable products to the
Original Debtors' customers. The Original Debtors also sought authority to pay prepetition Claims of certain
vendors and service providers critical to their business (collectively, the "Critical Vendors"). Claims of Critical
Vendors included: (a) Claims from businesses that performed essential specialized maintenance for certain of the
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Debtor's facilities; (b) Claims from vendors that were the only available source for certain chemicals and materials
necessary to the Original Debtors' operations; and (c¢) Claims from specialized goods or services providers for whom
the Original Debtors were the primary or exclusive customer. Approximately $3.6 million was paid to Critical
Vendors in 2002.

Fee Order and Ordinary Course Professionals Order

The Original Debtors requested approval of the Fee Order, an administrative order to establish procedures
for interim compensation and reimbursement of expenses of professionals that would be retained in connection with
the administration of the Reorganization Cases. On April 22, 2002, the Bankruptcy Court entered the Fee Order,
which required all Professionals to File monthly notices of fees and expenses as well as periodic interim applications
for approval of compensation and reimbursement of expenses incurred during the applicable period. In June 2002,
the Bankruptcy Court appointed a fee auditor to act as a special consultant to the Bankruptcy Court for professional
fee and expense review and analysis. The Bankruptcy Court subsequently revised the Fee Order to clarify the
administrative fee procedures.

The Original Debtors also sought authority to retain, employ and pay certain professionals in the ordinary
course of their business. These "ordinary course professionals" are not involved in the administration of the
Reorganization Cases in any material way, but instead provide services in connection with the Original Debtors'
normal ongoing business operations. On March 19, 2002, the Bankruptcy Court entered the Ordinary Course
Professionals Order, which set certain monetary caps for fees and expenses charged by ordinary course
professionals. The Ordinary Course Professionals Order was subsequently modified to adjust the monetary caps.

Cash Management Order

Prior to the Filing of the Original Debtors' Cases, the Original Debtors utilized certain centralized cash
management systems in the day-to-day operation of their business. These cash management systems included an
overall centralized cash management system maintained by KACC, as well as certain cash management subsystems
maintained by certain of their subsidiaries and business units. These cash management systems provided
well-established mechanisms for the collection, concentration, management and disbursement of funds used in the
Original Debtors' business.

On February 13, 2002, the Bankruptcy Court entered an interim order authorizing the Original Debtors to
continue to maintain these systems on a postpetition basis and, on July 23, 2002, entered a Final Order authorizing
the continued use and maintenance of the centralized cash management system (the "Cash Management Order"). In
addition, the Cash Management Order authorized the Original Debtors to continue their ordinary course transactions
with, and transfers of Cash to, their non-Debtor affiliates. In connection with this relief, the Cash Management
Order accorded superpriority status to any Claims of the Debtors or Other Debtors against the Original Debtors and
their non-Debtor affiliates that arose after the Petition Date as a result of the intercompany transactions made
through the Original Debtors' cash management system.

Joint Venture Order

As of the Petition Date, much of the bauxite, alumina and primary aluminum utilized by KACC and its
subsidiaries was produced at overseas facilities owned through five non-Debtor joint venture affiliates, of which
KACC held, directly or indirectly, less than a 100% ownership interest (collectively, the "Joint Ventures"). Certain
of the Original Debtors were obligated to purchase products from the Joint Ventures and to fund the Joint Ventures'
cash costs for raw materials, labor and other operational costs, as well as capital expenditures, Taxes, debt service
and working capital. Failure to purchase products from, or fund the costs of, a Joint Venture would have been a
default under the relevant agreements governing the Joint Venture, which, in turn, could have led to the forfeiture of
the Original Debtors' interests in and related to the Joint Venture. As a consequence, the Original Debtors sought
and obtained an interim order dated February 13, 2002 authorizing them to continue ordinary course transactions
with, and pay prepetition claims of, the Joint Ventures and, on July 23, 2002, obtained a Final Order authorizing
them to do so (the "Joint Venture Order"). With the exception of the Debtors' interest in Anglesey, the interests of
the Debtors in and related to the Joint Ventures have been sold. See "— Strategic Plan to Sell Commodities Assets."
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Injunction to Protect AJl and KJC

AJI and KJC were among the guarantors of the 9-7/8% Senior Notes, the 10-7/8% Senior Notes and the
Senior Subordinated Notes, the indentures for which provided that if KACC filed for bankruptcy protection all
obligations would automatically be accelerated and the indenture trustees could immediately proceed to collect on
the debts against AJI and KJC. The Original Debtors Filed a motion seeking a temporary restraining order and
preliminary injunction to enjoin the indenture trustees and holders of the Senior Notes or Senior Subordinated Notes
from taking any actions to enforce the guarantees because enforcement actions would irreparably damage the
Original Debtors' overall ability to conduct business. The Bankruptcy Court entered a temporary restraining order
on February 13, 2002, and later approved an agreed stipulation (the "AJI and KJC Stipulation") among the parties
for an injunction that would allow AJI, KJC and the Original Debtors to continue operations. AJI and KJC
subsequently filed chapter 11 petitions in January 2003 (and are thus among the Additional Debtors).

The Additional Debtors and the Canadian Proceeding
General

The cases Filed by the Additional Debtors were commenced, among other reasons, to protect the assets
held by the Additional Debtors against possible statutory liens that might have arisen and been enforced by the
PBGC against them, as members of KACC's "controlled group," as a result of KACC's failure to make a $17 million
contribution to its salaried employee retirement plan in January 2003 as required under ERISA. In connection with
the Additional Debtors' Filings, they requested that certain relief granted to the Original Debtors under the First Day
Motions be extended to them. The Bankruptcy Court granted such request and, in addition, authorized KACOCL,
which maintains an aluminum extrusion facility in London, Ontario and is the only Canadian Debtor with active
operations, to continue to make payments in the normal course of business (including any prepetition amounts).

Injunction to Protect Trochus and Valco

Concurrent with the commencement of the Additional Debtors' Reorganization Cases, KACC Filed an
adversary proceeding against the PBGC to extend the protections granted by the automatic stay in the
Reorganization Cases to two affiliates of the Debtors unable to commence reorganization cases under chapter 11 of
the Bankruptcy Code, Trochus Insurance Co., Ltd. ("Trochus") and Volta Aluminium Company Limited ("Valco"),
and thereby prevent the statutory creation and attachment of liens against the property of such affiliates. The
Bankruptcy Court granted interim relief and subsequently approved an agreed stipulation between KACC and the
PBGC pursuant to which the automatic stay was extended to Trochus and Valco. Additionally, as protection for the
relief to which the PBGC agreed, Trochus and Valco were granted a superpriority Administrative Claim against any
Debtor for the amount of any transfers by Trochus or Valco to that Debtor, junior only to the superpriority
Administrative Claims of the original post-Petition Date lenders. (The Debtors subsequently sold their interests in
and related to Valco with the consent of the PBGC. See "— Strategic Plan to Sell Commodities Assets — The Sale
of the Valco Interests.")

Canadian Proceeding

Concurrently with the filing of their respective Reorganization Cases, the Canadian Debtors filed an
ancillary proceeding for limited relief under Section 18.6 of the Canadian Companies' Creditors Arrangement Act,
R.S.C. 1985 c. C-36, as amended in the Superior Court of Justice for Ontario, Canada (i.e., the Canadian
Proceeding). The Canadian court granted the requested relief, which included: (a) an order and declaration that the
Reorganization Cases before the Bankruptcy Court be recognized individually and collectively as a "foreign
proceeding" for the purposes of Section 18.6 of the Companies' Creditors Arrangement Act, R.S.C. 1985, c.B-3;

(b) an order staying and enjoining any claims, rights, liens or proceedings against the Canadian Debtors by the
PBGC; and (c) an order restraining the right of any person to assert, enforce or exercise any right, option or remedy
in Canada arising as a result of the making or filing of the Reorganization Cases. The dismissal or termination of
the Canadian Proceeding is a condition to the Effective Date. See "Answers to Certain Questions About The Plan
and Disclosure Statement — What must happen before the Plan can become effective? — Effectiveness." In
connection with such dismissal or termination, the Debtors may seek an order from the Canadian Court recognizing
the releases and injunctions contained in the Plan and the Confirmation Order.
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Postpetition Financing

On February 12, 2002, the Original Debtors entered into a postpetition financing agreement arranged by
Bank of America, N.A. and, in March 2003, the Additional Debtors were added as co-guarantors. That financing
facility was amended seven times and, as so amended, provided for a secured, revolving line of credit in the
principal amount of $200 million through the earliest of February 13, 2005, the effective date of a plan of
reorganization for the Debtors and the Other Debtors and the voluntary termination of the financing facility by the
Debtors and the Other Debtors. On February 11, 2005, the Bankruptcy Court approved the termination of the
original postpetition financing arrangement and approved a replacement financing agreement for the Debtors (i.e.,
the DIP Financing Facility). (Because the Other Debtors have liquidated their assets and have no working
operations, they are not parties to the DIP Financing Facility.)

The DIP Financing Facility was arranged by J.P. Morgan Securities Inc. and The CIT Group/Business
Credit, Inc., and JPMorgan Chase Bank, National Association is the administrative agent. The DIP Financing
Facility provides for a secured, revolving line of credit through the earliest of February 11, 2006, the effective date
of a plan of reorganization for the Debtors, the voluntary termination of the DIP Financing Facility by the Debtors
and the acceleration of the Debtors' obligations under such facility in accordance with its terms. Under the DIP
Financing Facility, the Debtors that are borrowers under such facility can borrow up to an aggregate principal
amount equal to the lesser of (a) $200 million and (b) a borrowing base relating to eligible accounts receivable,
eligible inventory and an amortizing fixed asset component, as reduced by certain reserves, of which $60 million
may be in the form of letters of credit and $17.5 million may be swingline loans. This amount available under the
DIP Financing Facility will be reduced by $20 million if borrowing availability falls below $40 million. Borrowings
under the DIP Financing Facility bear interest at a rate per annum, at KACC's option, equal to either: (a) a base rate,
based on the greater of (i) the prime rate of the DIP Financing Facility's Administrative Agent, and (ii) the federal
funds effective rate plus 0.50%, in each case plus 0.50%; or (b) the adjusted London Interbank Offered Rate plus
2.25%. All of the borrowers' obligations under the DIP Financing Facility are guaranteed by all of their existing and
future subsidiaries other than the Other Debtors and certain foreign subsidiaries. All of the Debtors' obligations
under the DIP Financing Facility are entitled to superpriority administrative claim status in the Reorganization Cases
and are secured by liens on substantially all of the Debtors' tangible and intangible, real and personal property with
the priority set forth in the DIP Financing Facility, all subject to a limited "carve-out" for the reasonable fees and
expenses incurred by professionals retained in the Reorganization Cases. The DIP Financing Facility contains
covenants of the type typically found in a debtor-in-possession financing facility and places restrictions on the
ability of the Debtors and their significant subsidiaries to, among other things, incur debt and liens, make
investments, pay dividends, sell assets, undertake transactions with affiliates and enter into unrelated lines of
business. Amounts owing under the DIP Financing Facility may be accelerated upon the occurrence of certain
events of default set forth therein, including but not limited to the failure to make principal or interest payments due
thereunder and breaches of certain covenants, representations and warranties set forth therein. As of June 9, 2005,
the Debtors had no borrowings outstanding under the DIP Financing Facility and approximately $16.5 million in the
aggregate available to be drawn under all letters of credit outstanding thereunder.

In connection with providing the DIP Financing Facility, each of The CIT Group/Business Credit, Inc. and
JPMorgan Chase Bank, National Association committed to providing an equal share of the entire amount of the Exit
Financing Facility, subject to the satisfaction of certain terms and conditions set forth in the commitment letter for
such facility. See "Reorganized Kaiser — Exit Financing Facility."

Stipulation and Agreed Order with MAXXAM

On July 23, 2002, a Stipulation and Agreed Order was entered pursuant to which the Bankruptcy Court
barred MAXXAM from disposing of their stock in KAC, including through a sale, transfer or exchange of the stock
in KAC or by treating any of the stock in KAC as worthless for federal income tax purposes, prior to a hearing on
the Motion of Debtors and Debtors-in-Possession for an Order Prohibiting Disposition of Kaiser Aluminum
Corporation Stock Without Prior Bankruptcy Court Approval Filed April 12, 2002, so as to preserve the Debtors'
valuable Tax attributes by preventing an ownership change of KAC prior to implementation of the Plan. The Plan
provides that, on the Effective Date, this Stipulation and Agreed Order will be superseded in all respects by the Plan
provisions described in this paragraph. The Plan provides that, on the Effective Date, the KAC Old Stock will be
canceled, all rights of equity security holders with respect thereto will be terminated and, as a consequence, the KAC
Old Stock will be rendered "worthless" within the meaning of section 165(g)(1) of the IRC. The Plan further
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provides that MAXXAM will therefore only be entitled to claim a loss under section 165(g)(1) of the IRC for their
tax year in which the Effective Date occurs and will not be able to assert any loss with respect to the KAC Old Stock
for any time prior to the Effective Date. Upon being superseded by these provisions, the Stipulation and Agreed
Order will be of no further force and effect. The Plan provisions clarify that the cancellation of the KAC Old Stock
pursuant to the Plan is the event causing the "worthlessness" of the KAC Old Stock within the meaning of section
165(g)(1) of the IRC, and continue the protection of the Reorganized Debtors' Tax attributes, including net operating
losses, previously afforded by the Stipulation and Agreed Order. See "General Information Concerning the Plan —
Certain Provisions Relating to KAC Old Stock Interests."

Key Employee Retention Program

To stabilize executive employment, the Original Debtors developed a key employee retention program (the
"KERP"), which was approved by the Bankruptcy Court in September 2002. The KERP was designed to, among
other things, provide certain executive employees critical to the Original Debtors' reorganization efforts with
sufficient financial incentives and adequate protection to remain with the Original Debtors and fulfill their
responsibilities as key employees through the successful conclusion of the Reorganization Cases. See "Reorganized
Kaiser — Management — Executive Compensation — Existing Plans and Agreements to Be Retained after the
Effective Date — Key Employee Retention Program."
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Appointment of the Committees and Future Claimants' Representatives

Creditors' Committee

On February 25, 2002, the US Trustee appointed the Creditors' Committee. The Creditors' Committee acts
as such in all of the chapter 11 cases of the Debtors and the Other Debtors. The membership of the Creditors'
Committee has been amended three times during the chapter 11 cases; the current members of, and advisors to, the

Creditors' Committee are:

Committee Members:

Law Debenture Trust Company of New York,
as Indenture Trustee

767 Third Avenue, 31st Floor

New York, NY 10017

U.S. Bank National Association, as Indenture Trustee
180 East 5th Street
St. Paul, MN 55101

United Steel, Paper and Forestry, Rubber,
Manufacturing, Energy, Allied Industrial Service
Workers International Union

Five Gateway Center

Pittsburgh, PA 15222

Pension Benefit Guaranty Corporation
1200 K Street, N.W.
Washington, DC 20005

J.P. Morgan Trust Company, N.A., as Indenture Trustee
6525 West Campus Oval Road
New Albany, OH 43054

Deutsche Bank National Trust Company (ex officio)

222 South Riverside Plaza
Chicago, IL 60606

Asbestos Claimants' Committee

Counsel:

Lisa G. Beckerman, Esq.

Akin, Gump, Strauss, Hauer & Feld, LLP
590 Madison Avenue

New York, NY 10022

William P. Bowden, Esq.
Ashby & Geddes

222 Delaware Avenue
P.O. Box 1150
Wilmington, DE 19899

Financial Advisors:

Andrew B. Miller

Amit R. Patel

Houlihan Lokey Howard & Zukin
1930 Century Park West

Los Angeles, CA 90067

Asbestos Claims Evaluation Consultants:

Charles E. Bates

Bates White & Ballantine

2001 K Street, N.W., Suite 700
Washington, DC 20006

On February 25, 2002, the US Trustee appointed the Asbestos Claimants' Committee. The current members
of, and advisors to, the Asbestos Claimants' Committee are:
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Committee Members:

Lawson Bergeron

c/o Silber Pearlman, LLP

Attn: Steven T. Baron/J. Todd Kale

2711 North Haskell Avenue, 5th Floor, LB 32
Dallas, TX 75204

Estate of Robert Carder

c/o Kelly & Ferraro, LLP
Attn: Michael V. Kelley, Esq.
1300 East Ninth Street

1901 Penton Media Building
Cleveland, OH 44114

Thomas Craig

c/o Cooney & Conway

Attn: John D. Cooney, Esq.
120 North LaSalle, 30th Floor
Chicago, IL 60602

Joseph Gaitor, Jr.

c/o Brayton & Purcell

Attn: Christina C. Skubic, Esq.
222 Rush Landing Road
Novato, CA 94948

John and Linda Henderson

c/o Waters & Kraus, LLP

Attn: Michelle Norton, Esq.

3219 McKinney Avenue, Suite 3000
Dallas, TX 75204

Dick Holt, Personal Representative of the Estate of
Travis Baldwin

c/o Bergman, Senn, Pageler & Frockt

Attn: Matthew P. Bergman

P.O. Box 94

Creswell, OR 97426

Alvin Nelson

c/o Kazan, McClain, Edises, Abrams, Fernandez,
Lyons & Farrise

Attn: Steven Kazan, Esq.

171 Twelfth Street, Third Floor

Oakland, CA 94607

Daniel J. Stipek

c/o Law Offices of Peter G. Angelos
Attn: Paul Matheny, Esq.

5905 Harford Road

Baltimore, MD 21214

Maria Wagner, as the Administratrix for the Estate of

Thomas Wagner
c/o Weitz & Luxenberg, P.C.
Attn: Sanders McNew
180 Maiden Lane
New York, NY 10038

Counsel:

Elihu Inselbuch, Esq.

Caplin & Drysdale, Chartered
399 Park Avenue, 27th Floor
New York, NY 10022

Marla Eskin, Esq.

Campbell & Levine LLC

800 North King Street, Suite 300
Wilmington, DE 19801

Financial Advisors:

Loretto Tersigni

L. Tersigni Consulting, P.C.
1010 Summer Street, Suite 201
Stamford, CT 06905

Asbestos Claims Evaluation Consultants:

Mark A. Peterson

Legal Analysis Systems, Inc.
970 Calle Arroyo

Thousand Oaks, CA 91360



Future Asbestos Claimants' Representative

On January 27, 2003, the Bankruptcy Court appointed Martin J. Murphy, Esq., Davis & Young, 1700
Midland Bldg., 101 Prospect Ave. West, Cleveland, OH 44115, as the Future Asbestos Claimants' Representative.
The current advisors to the Future Asbestos Claimants' Representative are:

Counsel: Financial Advisors:

James Patton, Esq. David Abell

Young Conaway Stargatt & Taylor, LLP PricewaterhouseCoopers Corporate Finance, LLC
The Brandywine Building 1177 Avenue of the Americas

1000 West Street, 17th Floor New York, NY 10036

P.O. Box 391

Wilmington, DE 19899 Counsel for Insurance Matters:

Donald W. Brown, Esq.
Covington & Burling
One Front Street

San Francisco, CA 94111

Asbestos Claims Evaluation Consultants:

B. Thomas Florence
Analysis, Research & Planning Corporation
1220 19th Street, N.W., Suite 700
Washington, DC 20036

Retirees' Committee

On July 23, 2002, the Bankruptcy Court entered an order appointing the Retirees' Committee, and on
August 26, 2003, the Bankruptcy Court entered an order reappointing the Retirees' Committee. The current
members of, and advisors to, the Retirees' Committee are:

Committee Members: Counsel:

John E. Daniel Frederick Holden, Esq.

Jesse D. Erickson Orrick, Herrington & Sutcliff LLP
Timothy F. Preece The Orrick Building

James B. Hobby 405 Howard Street

David L. Perry San Francisco, CA 94105

Frederick Rosner, Esq.

Jaspan Schlesinger Hoffman LLP
913 Market Street, 12th Floor
Wilmington, DE 19801
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Future Silica and CTPV Claimants' Representative

On June 22, 2004, the Bankruptcy Court appointed Anne M. Ferazzi, Esq., 11923 Winwood, Houston, TX
77024, as the Future Silica and CTPV Claimants' Representative. The current advisors to the Future Silica and
CTPV Claimants' Representative are:

Counsel: Silica-Related Claims Evaluation Consultant:
Sander Esserman, Esq. Dr. James N. Dertouzos

Stutzman, Bromberg, Esserman & Plitka P.O. Box 2138

2323 Bryan Street, Suite 2200 Santa Monica, CA 90407

Dallas, TX 75201
Counsel for Corporate, Financial and

Daniel K. Hogan, Esq. Documentation Matters:
The Hogan Firm
1311 Delaware Avenue Steven A. Buxbaum, Esq.
Wilmington, DE 19806 Haynes & Boone, LLP
1 Houston Center
Insurance Coverage Consultant: 1221 McKinney St., Suite 2100

Houston, TX 77010
David P. Anderson
Risk International Services, Inc.
4199 Kinross Lakes Parkway, Suite 220
Richfield, OH 44286

Rejection of Certain Executory Contracts and Unexpired Leases
General

As debtors in possession, the Debtors have the right under section 365 of the Bankruptcy Code, subject to
the approval of the Bankruptcy Court, to assume, assume and assign or reject executory contracts and unexpired
leases. Section 365 of the Bankruptcy Code provides generally that a debtor may assume, assume and assign or
reject an executory contract at any time before the confirmation of a plan of reorganization, but the Bankruptcy
Court, on the request of a party in interest, may order the debtor to determine whether to assume or reject a
particular executory contract within a specified period of time. In addition, section 365 of the Bankruptcy Code
further provides that a debtor is given until 60 days after the date of commencement of its bankruptcy to decide
whether to assume, assume and assign or reject an unexpired lease of nonresidential real property. This period may
be extended for "cause."

On April 11, 2002, the Bankruptcy Court entered an order granting the Original Debtors' motion to extend
the time within which they may assume, assume and assign or reject unexpired leases of nonresidential property
until the confirmation of a plan of reorganization for them (including the Plan) to allow them to further evaluate
their executory contracts and unexpired leases. On April 17, 2003, the Bankruptcy Court entered an order granting
the same relief to the Additional Debtors.

Certain Debtors have Filed motions to reject certain burdensome Executory Contracts or Unexpired Leases,
the most significant of which are described below. The Debtors anticipate that they may File additional motions to
reject burdensome Executory Contracts or Unexpired Leases prior to the Confirmation Date. In addition, other
Executory Contracts and Unexpired Leases will be assumed, assumed and assigned, or rejected in accordance with
the Plan. See "General Information Concerning the Plan — Executory Contracts and Unexpired Leases."

Rejection of BPA Power Contract
During October 2000, KACC signed a power contract with the Bonneville Power Administration (the
"BPA") under which the BPA, starting October 1, 2001, was to provide the KACC's operations in the State of

Washington with power through September 2006. The contract provided KACC with sufficient power to fully
operate its rolling mill in Trentwood, Washington, as well as approximately 40% of the combined capacity of the
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Mead and Tacoma aluminum smelting operations, which had been curtailed since the last half of 2000. As a part of
the reorganization process, KACC concluded that it was in its best interest to reject the BPA contract as permitted
by the Bankruptcy Code. In September 2002, the Bankruptcy Court authorized the rejection of the BPA power
contract. The BPA subsequently Filed a Claim for approximately $75 million in respect of the contract rejection.
No amount in respect of such Claim has been included in the estimated aggregate claims amount for Class 9 set
forth in this Disclosure Statement. See "Overview of the Plan — Classes and Treatment of Claims and Interests."
The Debtors intend to object to such Claim.

Rejection of Certain Site Participation Agreements

Prior to the Filing of its Reorganization Case, KACC entered into certain environmental site participation
agreements pursuant to which the parties thereto agreed to share in the costs of the investigation and cleanup of
conditions at certain specific properties not owned by KACC. With respect to each of these sites, the United States
Environmental Protection Agency (the "EPA") asserted that each of the parties to the relevant site participation
agreement is jointly and severally liable as a "potentially responsible party" pursuant to the Comprehensive
Environmental Response Compensation and Liability Act of 1980, as amended, and/or similar state laws. In
connection with such site participation agreements, KACC also typically entered into other related contracts with the
other potentially responsible parties which are party to the relevant site participation agreement and certain third
parties, including trust and escrow agreements to facilitate the funding of work related to the site and service
agreements with consultants to perform testing or other work at each site. In January 2003, the Bankruptcy Court
authorized KACC to reject certain site participation agreements and related contracts applicable to six sites.

Sherwin Contract Rejection Damage Claim Against KBC and Sherwin's Subsequent Threatened
Litigation

KBC and Sherwin Alumina, L.P. ("Sherwin") were parties to a 2001 purchase agreement, pursuant to
which KBC agreed to provide bauxite to Sherwin through December 31, 2009, at certain tonnage amounts and
minimum prices. In September 2004, KBC sold its Jamaican bauxite mining interests (see "— Strategic Plan to Sell
Commodities Assets — The Sale of the KIBC Interests and Gramercy Facility") and KBC rejected the purchase
agreement with Sherwin. In October 2004, Sherwin Filed a proof of claim against KBC describing anticipated
contract rejection damages and reserved the right to amend the claim once Sherwin secured a replacement supply of
bauxite. In May 2005, Sherwin entered into a replacement bauxite supply contract with a third party and, in June
2005, Sherwin sought Bankruptcy Court approval to amend its proof of claim. In July 2005, the Bankruptcy Court
granted Sherwin permission to amend its proof of claim and, on August 2, 2005, Sherwin Filed an amended proof of
claim asserting an unsecured rejection damage claim against KBC in the amount of $68.6 million. KBC has not yet
determined whether or not it will object to the amended proof of claim.

KBC is not among the Debtors or the Alumina Subsidiary Debtors and, to date, KBC has not filed a plan of
liquidation or plan of reorganization. The only creditors of KBC are Sherwin and the PBGC, and the PBGC has an
unsecured claim in the amount of $616 million (see " — PBGC Settlement Agreement.").

Since July 2005, KBC, the Debtors and the Creditors' Committee have responded to numerous information
requests by Sherwin regarding the Intercompany Claims Settlement (see " — Intercompany Claims Settlement"), the
sale of KBC's assets and other matters. Although Sherwin (a) was served with the motion to approve the
Intercompany Claims Settlement and multiple notices regarding the motion and the hearing thereon and (b)
nonetheless failed to object to or otherwise appear in connection with the motion, Sherwin now alleges that the
Intercompany Claims Settlement unfairly treated KBC and should be vacated as to KBC. On August 19, 2005,
Sherwin Filed an objection to the Plan and Disclosure Statement which, among other things, alleged that: (i) the
Plan was not proposed in good faith because the Intercompany Claims Settlement, which was assertedly unfair to
KBC, is the foundation of the Plan and the Intercompany Claims Settlement and the Plan may be tainted by conflicts
of interest and (ii) there is no basis for the substantive consolidation proposed in the Plan. Sherwin also stated in its
objection that it expects to file a motion to vacate approval of the Intercompany Claims Settlement with respect to
KBC or, in the alternative, for appointment of a chapter 11 trustee in the KBC bankruptcy case. The Debtors believe
that Sherwin's allegations are wholly without merit and intend to vigorously defend against Sherwin's objection to
the Plan and Disclosure Statement and against any actions to vacate the Intercompany Claims Settlement or seek the
appointment of a chapter 11 trustee for KBC.
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Claims Process and Bar Dates

In May 2002, the Original Debtors Filed their Schedules, identifying the assets and liabilities of their
respective Estates. These Schedules have been amended from time to time subsequent to these initial Filings. In
March 2003, the Additional Debtors Filed their respective Schedules. The Bankruptcy Court took the following
actions with respect to the establishment of bar dates for the Filing of proofs of Claim in these Reorganization
Cases: (a) on October 29, 2002, the Bankruptcy Court entered an order setting January 31, 2003 as the last date by
which holders of prepetition Claims against the Original Debtors (other than Asbestos Personal Injury Claims, NIHL
Personal Injury Claims and CTPV Personal Injury Claims) could File their Claims (the "General Bar Date"); (b) on
March 17, 2003, the Bankruptcy Court entered an order setting May 15, 2003 as the last date by which holders of
prepetition Claims against the Additional Debtors (other than Asbestos Personal Injury Claims, NIHL Personal
Injury Claims and CTPV Personal Injury Claims) could File their Claims (the "Second General Bar Date") and
setting July 14, 2003 as the last date by which governmental units holding prepetition Claims against the Additional
Debtors could File their Claims (the "Additional Debtors Governmental Bar Date"); and (c) on December 16, 2003,
the Bankruptcy Court entered an amended order setting February 29, 2004 as the last date by which holders of
prepetition NIHL Personal Injury Claims and CTPV Personal Injury Claims against the Debtors must File their
Claims (the "NIHL/CTPV Bar Date").

More than 9,000 Claims, not including Asbestos Personal Injury Claims, NIHL Personal Injury Claims and
CTPV Personal Injury Claims, were scheduled by, or Filed against, the Original Debtors on or before the General
Bar Date, approximately 3,900 of which were Silica Personal Injury Claims. Fewer than 100 Claims, not including
Asbestos Personal Injury Claims, NIHL Personal Injury Claims and CTPV Personal Injury Claims, were scheduled
by, or filed against, the Additional Debtors on or before the Second General Bar Date, none of which were Silica
Personal Injury Claims. Only one Claim was filed against the Additional Debtors by a governmental unit on or
before the Additional Debtors Governmental Bar Date. In addition, approximately 3,400 NIHL Personal Injury
Claims and approximately 300 CTPV Personal Injury Claims were Filed against the Debtors on or before the
NIHL/CTPV Bar Date. Since the General Bar Date, the Debtors have engaged in the lengthy process of reviewing
and reconciling the proofs of Claim asserted against the Debtors, and to date have Filed and prosecuted 22 omnibus
objections to Claims. As a result of these efforts, the Debtors estimate that they have reconciled more than half of
the Claims that have been Filed, and approximately 1,800 duplicative or otherwise invalid Claims have been
disallowed by the Bankruptcy Court. In addition, approximately 800 Claims that were either scheduled by, or Filed
against, the Debtors have been withdrawn.

The Asbestos Personal Injury Claims are treated differently than the other Claims (including the other
Channeled Personal Injury Claims) in that there will be no bar date applicable. Instead, a motion will be Filed to
approve the procedures for voting on the Plan and, in connection with the Bankruptcy Court order approving such
procedures, Claims in Class 5 will be deemed to be temporarily allowed for voting purposes. As of August 2005,
more than 100,000 Asbestos Personal Injury Claims were scheduled by, or Filed against, KACC, approximately
7,000 such Claims were scheduled by, or Filed, against KAC and approximately 100 such Claims were scheduled
by, or Filed, against the other Original and Additional Debtors.

It is anticipated that the Confirmation Order will establish the Administrative Claim Bar Date, thereby
serving as the Administrative Claim Bar Date Order. Unless otherwise ordered by the Bankruptcy Court, it is
expected that the Administrative Claim Bar Date will be 30 days after the Effective Date.

Exclusivity

Under section 1121 of the Bankruptcy Code, a debtor has the exclusive right to (a) file a plan of
reorganization during the first 120 days of its chapter 11 case and (b) solicit acceptances of such a plan during the
first 180 days of the case. These periods may be extended for "cause." The Bankruptcy Court has granted a total of
ten extensions of the periods of exclusivity with respect to the Reorganization Cases, and the Debtors currently have
the exclusive right to File a plan or plans of reorganization through September 30, 2005 and have the exclusive right
to solicit acceptances of such a plan or plans through November 30, 2005. The Debtors have reserved the right to
request further extensions of the periods of exclusivity.
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Curtailment and Sale of Washington Smelters

KACC owned and operated two aluminum smelters in the State of Washington (the "Mead Smelter" and
the "Tacoma Smelter") since the 1940's. In 2000, the BPA was supplying approximately half of the electric power
for the Mead Smelter and the Tacoma Smelter, with the balance coming from other suppliers. In response to the
unprecedented high market prices for power in the Pacific Northwest, during the last half of 2000 KACC
permanently curtailed primary aluminum production at the Tacoma Smelter and partially curtailed production at the
Mead Smelter. The Mead Smelter was subsequently fully curtailed in early 2001. During this same period, as
permitted under the BPA contract, KACC remarketed to the BPA the available power that KACC had under contract
through September 30, 2001. As a result of the curtailments, KACC avoided the need to purchase power on a
variable market price basis and received cash proceeds sufficient to more than offset the cash impact of the potline
curtailments over the period for which the power was sold.

In connection with the development of a plan of reorganization, KACC conducted a study of the long-term
competitive position of the Mead Smelter and the Tacoma Smelter and potential options for these facilities. After
analyzing the findings of such study and meeting with the USW and other parties, KACC concluded that the Mead
Smelter and the Tacoma Smelter were unlikely to be able to compete with the much larger, newer and more efficient
smelters generally located outside the United States of America because of unattractive long-term power prices and
weak primary aluminum prices — both of which are significant impediments for an older smelter with
higher-than-average operating costs — and the Mead Smelter and Tacoma Smelter were indefinitely curtailed in
2001. After receiving Bankruptcy Court approval, KACC sold the Tacoma Smelter and the Mead Smelter, as well
as certain related assets, in 2003 and 2004, respectively. See "— Additional Asset Sales."

Strategic Plan to Sell Commodities Assets

In September 2002, the Original Debtors prepared a strategic plan for their business operations which
envisioned the sale of some or all of their commodities assets and reorganization around their fabricated products
business. Thereafter, that plan was shared with the Creditors' Committee, the Asbestos Claimants' Committee and
the Future Asbestos Claimants' Representative. After these parties completed considerable due diligence, they each
indicated that they did not oppose the strategic plan. In furtherance of such plan, the Debtors and the Other Debtors
have sold their interests in and related to each Joint Venture other than Anglesey.

The Sale of the Alpart Interests and Liquidation of AJl and KJC

Al and KJC, each a wholly owned subsidiary of KACC, collectively owned 65% of Alpart, a Delaware
partnership formed between AJI, KJC and Hydro Aluminum Jamaica a.s. ("Hydro") for the purpose of mining
bauxite in Jamaica, processing the bauxite into alumina and delivering the alumina to its partners. Following an
extensive marketing process that spanned more than seven months, in January 2004, certain of the Debtors and the
Other Debtors Filed a motion to approve the sale of their respective interests in Alpart to Glencore AG ("Glencore")
(or, if Hydro exercised its right of first refusal to purchase the interests in Alpart (the "Hydro RFR") with respect to
such proposed sale, to Hydro) for $165 million, subject to certain adjustments. On March 23, 2004, the Open Joint
Stock Company Russian Aluminium ("RUSAL") Filed an objection to such motion, stating that it was willing to
purchase the interests in Alpart for $215 million. On April 6, 2004, the Bankruptcy Court entered an order (the
"Alpart Bidding Procedures Order") authorizing the termination of the purchase agreement with Glencore and
approving bidding procedures for an auction of the interests of the Debtors and the Other Debtors in Alpart. The
Alpart Bidding Procedures Order included a preservation of Hydro's right to purchase the interests in Alpart
subsequent to the auction in accordance with the Hydro RFR. An auction was held pursuant to the Alpart Bidding
Procedures Order on April 20, 2004 and Rual Trade Limited, a subsidiary of RUSAL, was selected as the successful
bidder with a bid of approximately $332 million, subject to certain adjustments. On May 25, 2004, Hydro exercised
the Hydro RFR and simultaneously announced that it intended to re-sell the interests in Alpart to Glencore for the
same price that Hydro was paying to exercise the Hydro RFR. RUSAL responded by indicating that it would pay
$10 million more than Hydro for the interests in Alpart. On May 26, 2004, the Debtors and the Other Debtors
requested that the auction for the interests in and related to Alpart be re-opened or, in the alternative, that the
Bankruptcy Court authorize the sale of such interests to Hydro in accordance with the Hydro RFR. On June 4, 2004,
the Bankruptcy Court ordered the sale to Hydro of the interests in and related to Alpart. The sale of such interests to
Quality Incorporation I Limited, an affiliate of Hydro ("Quality"), for approximately $315 million, subject to certain
adjustments, was completed on July 1, 2004, and immediately thereafter Glencore purchased 100% of the equity
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interests in Quality for the price Quality paid for Alpart. In addition, pursuant to the purchase price adjustment
provisions of the purchase agreement and a letter agreement entered into among the parties on May 9, 2005, Quality
paid to AJI and KJC approximately $1.7 million on June 30, 2005.

On November 1, 2004, AJI and KJC filed a joint plan of liquidation, together with a corresponding
disclosure statement, which proposes to distribute proceeds of the Alpart sale to the creditors of AJI and KJC. The
plan and disclosure statement were each amended on February 11, 2005, February 18, 2005 and February 25, 2005.
The Bankruptcy Court approved the disclosure statement on February 28, 2005. The Bankruptcy Court held
evidentiary hearings on April 13, 2005, April 27, 2005 and May 2, 2005 with respect to AJI and KJC's request for
confirmation of their joint plan of liquidation, as well as KAAC and KFC's request for confirmation of the other
Alumina Subsidiary Plan and a dispute regarding the relative priority of the guaranties of the Debtor Guarantors and
the Alumina Subsidiary Debtors in respect of the Senior Notes and the Senior Subordinated Notes (see "— Guaranty
Subordination Dispute"), and established a schedule for the parties to such dispute to submit additional pleadings.
All additional pleadings have since been submitted to the Bankruptcy Court. It is anticipated that the Bankruptcy
Court will rule on both the requests for confirmation of the Alumina Subsidiary Plans and the guaranty
subordination dispute, but no assurance can be given as to when or how the Bankruptcy Court will so rule. For
purposes of this Disclosure Statement, it is assumed that the Alumina Subsidiary Plans will be confirmed and
become effective immediately prior to the effectiveness of the Plan.

The Sale of the QAL Interests and Liquidation of KAAC and KFC

KAAC, a wholly owned subsidiary of KACC, owned 20% of the outstanding shares of QAL, an Australian
corporation that operates an alumina refinery in Queensland, Australia, that is one of the largest alumina refineries in
the world. In addition, KAAC, KACC and Kaiser Aluminium International, Inc. ("KAII") were parties to a variety
of contracts related to QAL's operations, including financing, bauxite supply and alumina sales contracts. In June
2004, following an extensive marketing process that included providing notices to Comalco, another stockholder of
QAL entitled to a right of first opportunity (the "Comalco RFO") to purchase all or any of part of KAAC's equity
stake in QAL, along with KAAC, KACC and KAII's rights and obligations under such contracts (collectively, the
"QAL Interests"), if at any time KAAC wished to dispose of its equity stake in QAL, KACC, KAAC and KAII Filed
a motion to approve the sale of the QAL Interests pursuant to an auction with a reserve price of $525 million. No
bids were received for the QAL Interests and, in August 2004, such motion was withdrawn.

In September 2003, with the approval of the Bankruptcy Court, KACC, KAAC and KAII pursued a
two-prong approach to the sale designed to ensure an auction occurred. First, KACC signed a "stalking horse"
agreement to sell the QAL Interests to Comalco Aluminium Limited, a subsidiary of Comalco, for a base price of
$308 million in Cash, subject to certain working capital adjustments, plus the purchase of certain alumina and
bauxite inventories and the assumption of KACC's obligations in respect of approximately $60 million of QAL debt.
KACC also agreed to pay a termination fee of $11 million (the "Comalco Termination Fee") to Comalco Aluminium
Limited upon the sale of the QAL Interests pursuant to the auction process if Comalco Aluminium Limited was not
the ultimate purchaser. Separately, KACC negotiated an agreement with Glencore, whereby Glencore agreed that
its wholly owned subsidiary, Pegasus Queensland Acquisition Pty Limited ("Pegasus"), would submit a qualified
auction bid for the QAL Interests, with a base price of $400 million in Cash and otherwise on terms and subject to
conditions similar to those of the stalking horse agreement described above. KACC agreed to pay to Glencore a fee
of approximately $7.7 million (the "Glencore Bidding Fee") upon submission of that qualified bid. On September
28, 2004, the Bankruptcy Court approved the selection of Comalco Aluminium Limited as the stalking horse bidder
in an auction for the QAL Interests and both the Comalco Termination Fee and Glencore Bidding Fee.

An auction was held on October 28, 2004. Pegasus timely submitted its bid and received the Glencore
Bidding Fee, and Alumina & Bauxite Company Ltd. ("ABC Ltd."), an affiliate of RUSAL Holding Ltd., was
selected as the successful bidder, with a bid of a base price of $401 million in Cash and otherwise on terms and
subject to conditions similar to those of the stalking horse agreement described above. Following the auction, ABC
Ltd., KACC and KAAC entered into a definitive purchase agreement reflecting such bid pursuant to which, among
other things, KACC and KAAC agreed to indemnify ABC Ltd. for up to $10 million of any losses it incurs as a
result of a breach by KACC or KAAC of any representation or warranty it made in such agreement. Pursuant to the
Intercompany Claims Settlement, KAAC must satisfy any such indemnification or other obligations under the QAL
Purchase Agreement and, in such event, will have no claim against KACC for contribution.
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On November 8, 2004, the Bankruptcy Court approved the purchase agreement with ABC Ltd. and the
transactions contemplated thereby, and the closing of the sale of the QAL Interests to ABC Ltd. occurred on April 1,
2005. Net proceeds to KACC and KAAC, after considering certain preliminary purchase price adjustments and the
payment of each of the Comalco Termination Fee and the Glencore Bidding Fee, were approximately $393 million.
In addition, pursuant to the purchase price adjustment provisions of the purchase agreement, ABC Ltd. paid to
KACC and KAAC approximately $575,000 on May 3, 2005.

On November 15, 2004, KAAC and KFC filed a joint plan of liquidation, together with a corresponding
disclosure statement, which proposes to distribute proceeds of the QAL sale to the creditors of KAAC and KFC.
The plan and disclosure statement were each amended February 11, 2005, February 18, 2005 and February 25, 2005.
The Bankruptcy Court approved the disclosure statement on February 28, 2005. The Bankruptcy Court held
evidentiary hearings on April 13, 2005, April 27, 2005 and May 2, 2005 with respect to KAAC and KFC's request
for confirmation of their joint plan of liquidation, as well as AJI and KJC's request for confirmation of the other
Alumina Subsidiary Plan and a dispute regarding the relative priority of the guaranties of the Debtor Guarantors and
the Alumina Subsidiary Debtors in respect of the Senior Notes and the Senior Subordinated Notes (see "— Guaranty
Subordination Dispute"), and established a schedule for the parties to such dispute to submit additional pleadings.
All additional pleadings have since been submitted to the Bankruptcy Court. It is anticipated that the Bankruptcy
Court will rule on both the requests for confirmation of the Alumina Subsidiary Plans and the guaranty
subordination dispute, but no assurance can be given as to when or how the Bankruptcy Court will so rule. For
purposes of this Disclosure Statement, it is assumed that the Alumina Subsidiary Plans will be confirmed and
become effective immediately prior to the effectiveness of the Plan.

The Sale of the KIBC Interests and Gramercy Facility

KBC is a wholly owned subsidiary of KACC and, until September 30, 2004, owned 49% of KIBC, a
Jamaican registered partnership between KBC and Jamaica Bauxite Mining Company Ltd., a Government of
Jamaica state owned corporation. KJBC owns and operates a bauxite mining operation on land leased by the
Government of Jamaica on the north coast of Jamaica, which includes drying, storage and shipping facilities located
at Port Rhoades, Discovery Bay. Bauxite mined by KJBC is either refined into alumina at Gramercy or sold to third
parties.

In furtherance of the strategic plan, KBC determined to sell its 49% interest in KIBC. As part of the same
transaction, KACC decided to sell Gramercy, including associated drying and material handling facilities, a power
house for steam and electricity production, a deep water dock and a third party barge loading facility.

On May 17, 2004, following an extensive marketing process, KBC and KACC entered into a purchase
agreement for the sale of the their interests in and related to KJBC and Gramercy (the "Combined KJBC/Gramercy
Assets") to Gramercy Alumina LLC and St. Ann Bauxite Limited (together, the "KJBC/Gramercy Purchasers"),
each of which is 50% indirectly owned by Noranda Aluminum, Inc. and 50% indirectly owned by Century
Aluminum Company, for a purchase price of $23 million, subject to certain adjustments. Also on May 17, 2004,
KBC and KACC sought the Bankruptcy Court's approval of the sale of the Combined KJBC/Gramercy Assets,
either to the KIBC/Gramercy Purchasers or to such other person submitting the highest or best bid at an auction of
the Combined KJBC/Gramercy Assets. On June 21, 2004, the Bankruptcy Court entered an order approving bidding
procedures for such auction. The bidding procedures order established July 6, 2004 as the deadline for interested
parties to submit bids for the Combined KJIBC/Gramercy Assets but, as of July 6, 2004, no qualified bids were
received. As a consequence, on July 19, 2004 the Bankruptcy Court approved the sale of the Combined
KJBC/Gramercy Assets to the KJIBC/Gramercy Purchasers in accordance with the purchase agreement, pursuant to
which, among other things, KACC and KBC agreed to indemnify the KIBC/Gramercy Purchasers for up to $5
million of any losses they incur as a result of a breach by KACC or KBC of any representation or warranty it made
in such agreement. KBC and KACC completed the sale of the Combined KIBC/Gramercy Assets to the
KIJBC/Gramercy Purchasers on September 30, 2004.

After payment of various amounts in connection with the sale of the Combined KIBC/Gramercy Assets,
including, among other things, a payment of $4.1 million to the Government of Jamaica in respect of the settlement
of outstanding liabilities related to KBC's 49% interest in KJBC, a $2.5 million deposit to cover the costs of certain
environmental remediation at Gramercy, approximately $1.3 million in prepetition property taxes related to
Gramercy and approximately $1.2 million in mechanics' lien claims and assigned contract cure amounts related to
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the Combined KJBC/Gramercy Assets, the sale resulted in net proceeds of approximately $12.5 million. Pursuant to
the Intercompany Claims Settlement, $4 million of these net proceeds were paid to AJI and KJC and the remaining
approximately $8.5 million were paid to KACC. See "— Intercompany Claims Settlement." In addition, pursuant
to the purchase price adjustment provisions of the purchase agreement, KBC and KACC paid to the purchasers of
KJBC/Gramercy approximately $200,000 on March 8, 2005.

In June 2005, the KIBC/Gramercy Purchasers claimed that they are entitled to indemnification for losses as
a result of certain alleged breaches of representations and warranties contained in the purchase agreement.
According to the KIBC/Gramercy Purchaser's Claim, their losses exceed the $5 million cap on indemnification
described above. Based on currently available information, KACC does not believe that the KJIBC/Gramercy
Purchasers are entitled to indemnification in respect of such Claim and intend to vigorously defend against the
Claim. However, no assurance can be given as to the ultimate outcome with respect to such Claim.

The Sale of the Valco Interests

KACC owned 90% of the equity interests in Valco, a Ghanaian corporation that owns and operates an
aluminum smelter located in Tema, Ghana, the remaining 10% of which is owned by Alcoa Inc. The Valco smelter
processes alumina supplied by its owners into primary aluminum under tolling contracts that provided for payment
of tolling charges proportionate to each party's equity interest.

In December 2003, KACC entered into a memorandum of understanding with the Government of Ghana
("Ghana") for the sale of KACC's interests in and related to Valco for between $35 to $100 million, subject to due
diligence to be performed by Ghana's financial advisors. Subsequent to reviewing the due diligence report of its
financial advisors, in April 2004, Ghana reduced its offered purchase price to $18 million.

On September 20, 2004, KACC and Kaiser Aluminum Technical Services, Inc., a wholly owned subsidiary
of KACC that managed the daily operations of Valco, sought approval to sell the interests in and related to Valco to
Ghana for $18 million plus the release of certain contractual and Tax obligations to Ghana. The Bankruptcy Court
approved the sale on September 28, 2004, and the transaction closed on October 29, 2004. Pursuant to the sale
agreement, KACC used approximately $10 million of the transaction proceeds to fund certain end of service benefits
for Valco's employees upon closing. After the payment of such benefits and the carrying costs incurred until the
closing of the sale, the Debtors did not net any proceeds from the sale.

Additional Asset Sales

During the Reorganization Cases, the Debtors have pursued a strategy of selling non-core assets and
facilities determined to be unnecessary to the their business. Certain of the larger sales are described below:

e In 2002, with Bankruptcy Court approval, KACC sold: (a) its Oxnard, California aluminum
forging facility which resulted in net proceeds of approximately $7 million; and (b) certain
equipment from a facility in Trentwood, Washington previously associated with the lid and tab
stock product lines for total proceeds of approximately $16 million.

e In 2003, with Bankruptcy Court approval, KACC sold: (a) its interest in a 28-story office building
located in Oakland, California, known as the Kaiser Center California and related assets, which
resulted in net cash proceeds of approximately $61 million; (b) a reduction facility in Tacoma,
Washington, which resulted in gross proceeds of $12 million; and (c) certain surplus real
properties located in Mead, Washington, which resulted in approximately $4 million in proceeds.

e In 2004, with Bankruptcy Court approval, KACC sold: (a) additional surplus real properties
located in Mead, Washington, which resulted in approximately $9 million in proceeds; (b) its
primary aluminum reduction smelter in Mead, Washington, which has been in curtailment since
January 2001, which resulted in net proceeds of approximately $6 million; and (c) certain real
property and pipeline assets located in East Baton Rouge, Louisiana, for approximately $2 million.
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Agreements with Labor Regarding Pension and Retiree Medical Benefits

As of the Petition Date, KACC and Kaiser Center, Inc. ("KCI") sponsored eight defined-benefit pension
plans. Seven of the pension plans covered hourly and union employees and retirees (collectively, the "Hourly
Plans") and one of the plans provided pension benefits for salaried employees and retirees (the "Salaried Plan").

In addition to the pension obligations, pursuant to certain retiree medical plans maintained by the Debtors
as of the Petition Date, KACC and Kaiser Bellwood Corporation were obligated to continue to provide various
benefits, including but not limited to medical, surgical, prescription drugs, hospital care, sickness, accident,
disability or death and other "retiree benefits" as such term is defined in section 1114 of the Bankruptcy Code
(collectively, the "Retiree Benefits"), to (a) retired salaried employees and their spouses, surviving spouses and
eligible dependents (collectively, the "Salaried Retirees") and (b) certain retired hourly employees represented by
several unions and their spouses, surviving spouses and eligible dependents (collectively, the "Union Retirees"). In
the case of the Union Retirees, the Retiree Benefits, like the pension benefits provided pursuant to the Hourly Plans,
were provided pursuant to collective bargaining agreements with the USW, the IAM and other unions.

During 2003 and the beginning of 2004, KACC met numerous times with the Retirees' Committee, the
USW and the IAM to attempt to reach negotiated agreements restructuring the pension and/or Retiree Benefit
obligations to levels that would allow the Debtors to formulate viable plans of reorganization. Although progress
was being made in the negotiations, to bring closure to the issues certain of the Debtors Filed motions in January
2004 requesting that the Bankruptcy Court: (a) authorize the termination or substantial modifications of the
obligations for Retiree Benefits to retirees represented by the USW, the IAM and the Retirees' Committee;
(b) determine that the financial requirements for a distress termination of certain of the Hourly Plans were satisfied,
approve a distress termination of each of those plans and authorize implementation of replacement
defined-contribution plans for active employees, including employees represented by the unions; and (c¢) authorize a
rejection of certain USW and IAM collective bargaining agreements as necessary to terminate certain Hourly Plans.
In the weeks following the Filing of such motions, KACC reached negotiated agreements (i.e., the Legacy Liability
Agreements) with the USW, the [AM and the Retirees' Committee and ultimately received interim approval of such
agreements on February 5, 2004. Each salaried retiree was at that time notified of an opportunity to elect not to have
the Legacy Liability Agreements govern his or her claim, to the extent the claim is based on the termination of
Retiree Benefits; however, no salaried retiree made such election.

Pursuant to the Legacy Liability Agreements, Retiree Benefits for the Salaried Retirees and Union Retirees
represented by the USW, the IAM and the Retirees' Committee were terminated as of May 31, 2004, and those
retirees were provided with an opportunity either (a) to pay premiums for continued medical coverage under the
Consolidated Omnibus Budget Reconciliation Act of 1985, as amended (i.e., COBRA continuation coverage) or
(b) to elect coverage pursuant to the Union VEBA Trust or the Retired Salaried Employee VEBA Trust. The
Legacy Liability Agreements also require that, for every calendar month that KACC remains in bankruptcy after
June 1, 2004, KACC make certain advances in the aggregate amount of $1.6 million per month for the benefit of the
Union VEBA Trust and the Retired Salaried Employee VEBA Trust (collectively, the "Monthly VEBA Advances"),
which will be credited against the Initial VEBA Contributions and, to the extent the aggregate amount of Monthly
VEBA Advances and any other contributions made to the Union VEBA Trust and the Retired Salaried Employee
VEBA Trust prior to the Effective Date exceed the amount of the Initial VEBA Contributions, the Variable VEBA
Contributions.

The Legacy Liability Agreements also provided for a termination of the applicable Hourly Plans and the
institution of replacement pension plans, although the parties understood that termination required approval of and
action by the PBGC and that the replacement plans were subject to the PBGC's review and, to the extent it viewed
them as abusive follow-on plans, potential challenge. See "— PBGC Settlement Agreement." Under the Legacy
Liability Agreements, KACC's annual contributions to the replacement pension plans that are defined-contribution
plans vary depending on the age of each participant in that plan, and KACC's annual contribution to the replacement
plan that is a defined-benefit plan varies based on a combination of the age of and the number of hours worked by
each participant in such plan.

On March 22, 2004, the Bankruptcy Court entered a Final Order approving the Legacy Liability

Agreements. The effectiveness of the Final Order, however, was expressly conditioned upon Bankruptcy Court
approval of the anticipated Intercompany Claims Settlement. See "— Intercompany Claims Settlement."
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On May 25, 2004, the Bankruptcy Court entered orders approving agreements to modify Retiree Benefits
with the International Chemical Workers Union Council — United Food & Commercial Workers (the "ICWU"), the
Paper, Allied-Industrial, Chemical and Energy Workers Union (the "PACE"), and the International Union, United
Automobile, Aerospace, and Agricultural Implement Workers of America (the "UAW"). These agreements were
modeled on the Legacy Liability Agreements with the USW, the IAM and the Retirees' Committee. The
Bankruptcy Court also entered an order approving certain modifications to the Legacy Liability Agreements (the
"VEBA Modifications") that included a requirement that KACC make a one-time payment to the Union VEBA
Trust and the Retired Salaried Employee VEBA Trust in the aggregate amount of $1.2 million and an increase of the
Monthly VEBA Advances to $1.9 million.

On June 1, 2004, the Bankruptcy Court entered an order making effective both the Legacy Liability
Agreements with the USW, the IAM, the ICWU, the PACE, the UAW and the Retirees' Committee and the VEBA
Modifications, notwithstanding the fact that the Intercompany Claims Settlement was then still under negotiation,
and authorizing the Debtors to proceed with the implementation of those agreements, subject to certain termination
rights granted to the Creditor's Committee. Pursuant to such court order, the Retired Salaried Employee VEBA
Trust was established as of May 31, 2004 and the Union VEBA Trust was established as of June 1, 2004. In
accordance with the Legacy Liability Agreements, KACC made an initial one-time advance for the benefit of the
Union VEBA Trust and the Retired Salaried VEBA Trust in the aggregate amount of $1.2 million in June 2004 and
has made Monthly VEBA Advances in the amount of $1.9 million per month from June 2004 through the present
date.

Contemporaneously with the PBGC Settlement Agreement (which is described below) and the completion
of the sale of the Combined KJBC/Gramercy Assets (see "— Strategic Plan to Sell Commodities Assets — The Sale
of the KIBC Interests and the Gramercy Facility"), in September 2004 KACC and the USW agreed to certain
modifications of their Legacy Liability Agreement, and on February 1, 2005, the Bankruptcy Court entered an order
approving those modifications. Such modifications provided, among other things, for KACC to make a one-time
payment in the amount of $1 million to the Union VEBA Trust; on March 31, 2005, KACC made such payment in
accordance therewith.

On April 12, 2005, the United Steelworkers of America, AFL-CIO, CLC, merged with the PACE to form
the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers
International Union, AFL-CIO, CLC.

In accordance with the Legacy Liability Agreements, upon the Effective Date, the Union VEBA Trust and
the Retired Salaried Employee VEBA Trust will receive their proportional share of: (a) New Common Stock
representing 75% of KACC's remaining value after taking into account (i) the satisfaction of Administrative Claims,
Priority Tax Claims, Unsecured Priority Claims (Class 1) and Secured Claims (Class 3), (ii) contributions to the PI
Trusts and the related Funding Vehicle Trust, (iii) the Equity Incentive Plan, and (iv) the satisfaction of the
Canadian Debtor PBGC Claims (Class 4) (i.e., an aggregate of 13,380,000 shares of New Common Stock); and
(b) the Initial VEBA Contributions of Cash in the amount by which the Initial Availability Amount, as defined in the
agreements, exceeds $50 million (up to $36 million) minus the amount of the one-time advance made for the benefit
of the Union VEBA Trust and the Retired Salaried VEBA Trust on June 1, 2004 (i.e., an aggregate of $1.2 million)
and the aggregate amount of the Monthly VEBA Advances already paid to each of the Union VEBA Trust and the
Retired Salaried Employee VEBA Trust (but not the one-time advance made for the benefit of the Union VEBA
Trust on March 31, 2005) (see "Overview of the Plan — Sources and Uses of Cash" for an estimate of such
amount). Thereafter, on an annual basis, the Union VEBA Trust (through 2012) and the Retired Salaried Employee
VEBA Trust will be entitled to receive Variable VEBA Contributions calculated as 10% of the first $20 million of
Reorganized KAC's annual adjusted pre-tax profit ("APTP") plus 20% of Reorganized KAC's annual APTP above
$20 million (where annual APTP is calculated in accordance with the Legacy Liability Agreements). Such annual
payments will not exceed $20 million per year and will also be limited to the extent that the payments would cause
Reorganized KAC's liquidity, as defined in the agreements, to be less than $50 million; the amount by which any
annual payment is limited will not carry over to future years. For information regarding projected Variable VEBA
Contributions to the Union VEBA Trust and the Retired Salaried Employee VEBA Trust, see "Reorganized Kaiser
— Projected Financial Information." In addition, to the extent Reorganized KAC has certain levels of cash
availability and the sum of the Initial VEBA Contributions of Cash and the aggregate Monthly VEBA Advances is
less than $36 million, and Reorganized KAC's interests in and related to Anglesey are sold at any time after the
Effective Date, a portion of the proceeds of that sale will, in certain circumstances, be contributed to the Union
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VEBA Trust and the Retired Salaried Employee VEBA Trust. However, the Debtors do not expect this contingency
to arise because they anticipate making the full $36 million contribution to the Union VEBA Trust and the Retired
Salaried Employee VEBA Trust on or prior to the Effective Date. All contributions made to such trusts in
accordance with the Legacy Liability Agreements are and will continue to be allocated 85.5% to the Union VEBA
Trust and 14.5% to the Retired Salaried Employee VEBA Trust. This allocation reflects the approximate proportion
of Claims arising under or in respect of the retiree medical plans maintained by the Debtors as of the Petition Date
for each retiree group (i.e., the USW, the IAM, the ICWU, the PACE and the UAW on the one hand, and the
Retirees' Committee, on the other hand) to all such Claims, after giving effect to the reduction in Retiree Benefits for
retired salaried employees announced by KACC shortly before KAC's Petition Date and thereafter implemented on
May 1, 2002.

In May 2005, after negotiation, KACC, the USW and the PBGC agreed in principle that, subject to certain
conditions, the Canadian Debtor PBGC Claims would be satisfied through the issuance to the PBGC of 10.8% of the
shares of New Common Stock issued pursuant to the Plan and the payment to the PBGC of $2.5 million in Cash.
See "Overview of the Plan — Classes and Treatment of Claims and Interests" for a description of the treatment of
Class 4 Claims.

In August 2005, KACC and the USW executed a term sheet pursuant to which they agreed to (a) the forms
of the Stock Transfer Restriction Agreement and the Amended and Restated Certificate of Incorporation of
Reorganized KAC (see "Reorganized Kaiser — Board of Directors," "Reorganized Kaiser — Certain Corporate
Governance Matters" and "New Common Stock — Restrictions on Transfer"), (b) the principal terms of the
Registration Rights Agreement (see "Applicability of Certain Federal and State Securities Laws — Registration
Rights Agreement"), (c) the form of the Director Designation Agreement (see "Reorganized Kaiser — Board of
Directors — Director Designation Agreement"), and (d) the principal terms of certain Cash advances to be available
to the Union VEBA Trust following the Effective Date, which terms are described in the next following paragraph.

In connection with the negotiation of the Stock Transfer Restriction Agreement as it relates to the shares of
New Common Stock to be issued to the Union VEBA Trust pursuant to the Plan (see "New Common Stock —
Restriction Transfer — Stock Transfer Restriction Agreement"), it was agreed that Reorganized KAC would
advance Cash to the Union VEBA Trust under specified circumstances. Generally, if, at any point before the second
anniversary of the Effective Date, the Cash held by the Union VEBA Trust is less than an amount equal to three
times the average monthly benefits and expenses paid over the immediately preceding three-month period, the
Union VEBA Trust may request that Reorganized KAC advance up to that amount of Cash to the Union VEBA
Trust. Such advances may not exceed $8.5 million in the aggregate and will bear interest if they remain outstanding
beyond certain specified periods. Following any such advance, any Variable VEBA Contribution to which the
Union VEBA Trust would otherwise be entitled will be applied to reduce amounts owing in respect of outstanding
advances until all such amounts have been recouped by Reorganized KAC. In addition, generally, if, after any such
advance, the amount of Cash held by the Union VEBA Trust is ever more than an amount equal to six times the
average monthly benefits and expenses paid over the preceding three-month period, the Union VEBA Trust must
repay amounts owing in respect of the advances to the extent of such excess amount. At any point on or after the
fourth anniversary of the Effective Date, Reorganized KAC may demand repayment of all amounts owing in respect
of such advances then-outstanding, which, at Reorganized KAC's option, will be payable in Cash, shares of New
Common Stock or a combination thereof.

PBGC Settlement Agreement

The PBGC is a wholly owned United States government corporation that administers the defined-benefit
pension plan termination insurance program under ERISA. Pursuant to federal statute, KACC and each member of
its controlled group are jointly and severally liable to the PBGC on behalf of the eight pension plans that were or are
maintained by KACC and KCI and guaranteed in part by the PBGC for amounts that KACC and KCI are or were
required to contribute to such plans.

In January 2003, the PBGC Filed Claims against the Original Debtors on behalf of each of the eight Kaiser
pension plans, which included: (a) Claims for estimated unfunded benefit liabilities, totaling approximately $620
million; (b) unliquidated Claims for missed statutory insurance premiums; (c) a $17.1 million Claim on behalf of the
Salaried Plan for minimum funding contributions; and (d) unliquidated Claims on behalf of the remaining seven
Kaiser pension plans for minimum funding contributions.
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Although the Bankruptcy Court, in conjunction with the approval of the Legacy Liability Agreements,
determined that the financial requirements for a distress termination of certain of the pension plans had been
satisfied and authorized the implementation of replacement plans as negotiated in the Legacy Liability Agreements,
the termination of the pension plans and implementation of the replacement plans remained subject to the PBGC's
determination that the statutory termination requirements had been satisfied. In March 2004, the PBGC appealed
the Bankruptcy Court's ruling with respect to certain of the Kaiser pension plans; the PBGC also informed KACC
that it believed that the replacement pension plans negotiated in the Legacy Liability Agreements did not comply
with the PBGC's policies. See "— Agreements with Labor Regarding Pension and Retiree Medical Benefits."

On October 14, 2004, KACC and the PBGC entered into the PBGC Settlement Agreement and, on January
25, 2005, the Bankruptcy Court entered an order approving the agreement. On February 3, 2005, the Senior
Subordinated Note Indenture Trustee Filed a notice of appeal in respect of such order and a notice of appeal of the
Bankruptcy Court's order denying its motion for reconsideration of the Bankruptcy Court's stay of the Senior
Subordinated Note Indenture Trustee's objection to certain PBGC Claims and, on March 29, 2005, the Senior
Subordinated Note Indenture Trustee Filed a motion for stay of the Bankruptcy Court's order approving the PBGC
Settlement Agreement pending resolution of such appeal. No rulings have yet been obtained on either the appeal or
the motion to date.

Pursuant to the PBGC Settlement Agreement, the PBGC approved the termination of the largest Hourly
Plan that had not previously been terminated (the Salaried Plan and one of the Hourly Plans had been terminated by
the PBGC prior to that date) and KACC retained, and agreed to continue, the remaining smaller five Hourly Plans.
In addition, in accordance with the PBGC Settlement Agreement:

e OnJanuary 21, 2005, the PBGC issued a letter indicating that it would not challenge the
replacement pension plans;

e  On March 29, 2005, KACC paid the approximately $4 million necessary to satisfy the minimum
funding requirements under applicable law for the retained pension plans for 2004;

e  The administrative claims of the PBGC against the Debtors, KAAC and KFC were allowed in the
aggregate amount of $14 million. In accordance with the Intercompany Claims Settlement, such
claims are expected to be paid in full by KACC on the earlier of the Effective Date or the effective
date of the plan of liquidation for KAAC and KFC. (For purposes of this Disclosure Statement it
is assumed that the Alumina Subsidiary Plans will be confirmed and become effective
immediately prior to the effectiveness of the Plan and, therefore that KACC will pay $14 million
in full satisfaction of such claims on the Effective Date.)

e  The unsecured claims of the PBGC against each Debtor and Other Debtor in respect of the
unfunded benefit liabilities under the terminated plans and statutory premiums are or were
allowed, as the case may be, in the amount of $616 million, although the PBGC's recovery from
the estates of each of the Other Debtors on account of such claims was limited to approximately
32% of the net distributable proceeds payable in the aggregate to the PBGC, holders of Senior
Subordinated Notes and holders of Senior Notes under each Alumina Subsidiary Plan. The $616
million Claim against the Canadian Debtors is subject to treatment in Class 4 and against the
Substantively Consolidated Debtors (i.e., all of the Debtors other than the Canadian Debtors) is
subject to treatment in Class 9. See "Overview of the Plan — Classes and Treatment of Claims
and Interests."

The PBGC Settlement Agreement also provided that the PBGC would not pursue its appeal of the Bankruptcy
Court's determination that the Debtors had met the financial requirements for a distress termination of their pension
plans. However, despite the settlement with the PBGC, the District Court proceeded to consider the appeal and
issued a memorandum opinion and order dated March 30, 2005, affirming the Bankruptcy Court's decision. On
May 25, 2005, the PBGC filed a notice of appeal of the District Court's opinion and order to the United States Court
of Appeals for the Third Circuit.

The Debtors and the PBGC have continued to discuss a settlement in this matter. It is possible that
revisions to the existing settlement will occur. Pending a final resolution of this matter, the existing settlement
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remains in full force and effect. The Debtors cannot predict what, if any, impacts may result from the appeal or
negotiations, except that they continue to believe that any outcome would not be less favorable to them from a Cash
perspective than the terms of the existing settlement.

Certain Asbestos-Related Insurance Coverage Litigation

Throughout the Reorganization Cases, the Debtors have been involved in litigation and negotiations
concerning the scope of liability insurance coverage available to satisfy the various asbestos-related Claims against
the Debtors.

In May 2000, KACC instituted an insurance coverage action against certain liability insurers (collectively,
the "Insurers"), styled Kaiser Aluminum & Chemical Corp. v. Certain Underwriters at Lloyds, London, Case No.
312415, in the Superior Court of California for the County of San Francisco (the "Products Coverage Action"). In
the Products Coverage Action, KACC is seeking a declaratory judgment that the Insurers are obligated to cover all
asbestos-related bodily injury claims allegedly resulting from a product manufactured or sold by KACC that have
been and will be asserted against KACC. KACC is also seeking damages for breach of contract and breach of the
covenant of good faith and fair dealing against several of the Insurers as part of the Products Coverage Action. The
lawsuit, if successful, will establish KACC's rights to coverage from the Insurers for products claims asserted
against KACC. KACC has also sued a more limited number of Insurers on claims for injury allegedly resulting
from exposure from an allegedly hazardous product or condition at a facility owned or operated by KACC in a
companion action, styled Kaiser Aluminum & Chemical Corp. v. Certain Underwriters at Lloyds, London, Case No.
322710, which is pending before a different judge in the same court (the "Premises Coverage Action"). The
Products Coverage Action and the Premises Coverage Action are referred to together herein as the "Coverage
Actions."

In October 2001, the trial court heard various motions, princip