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for the past 90 days. Yes b No o
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

CONSOLIDATED BALANCE SHEETS

(in millions of dollars, except share and per share amounts)

March 31, 2014

(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $185.6
Short-term investments 104.5
Receivables:
Trade, less allowance for doubtful receivables of $0.8 at March 31, 2014 and 1235
December 31, 2013 )
Other 11.7
Inventories 203.1
Prepaid expenses and other current assets 48.6
Total current assets 677.0
Property, plant, and equipment — net 436.7
Net asset of VEBAs 414.1

Deferred tax assets — net (including deferred tax liability relating to the VEBAs o% 9.2
$155.4 at March 31, 2014 and $152.4 at December 31, 2013) ’

Intangible assets — net 333
Goodwill 37.2
Other assets 108.5
Total $1,766.0
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:

Accounts payable $72.3
Accrued salaries, wages, and related expenses 33.2
Other accrued liabilities 37.1
Short-term capital lease 0.2
Total current liabilities 142.8
Deferred tax liability 1.2
Long-term liabilities 149.0
Long-term debt 390.7
Total liabilities 683.7
Commitments and contingencies — Note 7

Stockholders’ equity:

Preferred stock, 5,000,000 shares authorized at both March 31, 2014 and

December 31, 2013; no shares were issued and outstanding at March 31, 2014 —
and December 31, 2013

Common stock, par value $0.01, 90,000,000 shares authorized at both March 31,

2014 and at December 31, 2013; 21,171,683 shares issued and 18,030,600 shares
outstanding at March 31, 2014; 21,103,700 shares issued and 18,147,017 shares
outstanding at December 31, 2013

Additional paid in capital 1,023.6
Retained earnings 243.2

December 31,
2013

$169.5
129.5

119.8

13.4
2144
442
690.8
429.3
406.0

69.1

33.7
37.2
104.8
$1,770.9

$62.9
42.7
448
0.2
150.6
1.2
146.4
388.5
686.7

0.2

1,023.1
233.8
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Treasury stock, at cost, 3,141,083 shares at March 31, 2014 and 2,956,683 shares

at December 31, 2013, respectively (164.9 ) (1522
Accumulated other comprehensive loss (19.8 ) (20.7
Total stockholders’ equity 1,082.3 1,084.2
Total $1,766.0 $1,770.9

The accompanying notes to consolidated financial statements are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
STATEMENTS OF CONSOLIDATED INCOME (UNAUDITED)
(in millions, except share and per share amounts)

Quarter Ended
March 31,
2014 2013
Net sales $335.1 $337.4
Costs and expenses:
Cost of products sold:
Cost of products sold, excluding depreciation and amortization and other items 282.9 263.6
Unrealized (gains) losses on derivative instruments (2.0 0.7
Depreciation and amortization 7.4 7.0
Selling, administrative, research and development, and general:
Selling, administrative, research and development, and general 20.3 21.7
Net periodic pension benefit income relating to VEBAs (includes accumulated other
comprehensive income reclassifications related to VEBA of $2.5 and $1.4 for the quarters (5.6 (5.6
ended March 31, 2014 and March 31, 2013, respectively)
Total selling, administrative, research and development, and general 14.7 16.1
Total costs and expenses 303.0 287.4
Operating income 32.1 50.0
Other (expense) income:
Interest expense (8.8 (9.3
Other income, net (includes accumulated other comprehensive income reclassifications for
realized gains on available for sale securities of $0.1 and $0.4 for the quarters ended 1.9 1.0
March 31, 2014 and March 31, 2013, respectively)
Income before income taxes 25.2 41.7
Income tax provision (includes aggregate income tax expense from reclassification items
of $(0.9) and $(0.4) for the quarters ended March 31, 2014 and March 31, 2013, 9.4 (8.2
respectively)
Net income $15.8 $33.5
Earnings per common share, Basic:
Net income per share $0.88 $1.75
Earnings per common share, Diluted:
Net income per share $0.85 $1.73
Weighted-average number of common shares outstanding (in thousands):
Basic 17,921 19,143
Diluted 18,514 19,366

The accompanying notes to consolidated financial statements are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME (UNAUDITED)
(in millions)

Quarter Ended

March 31,

2014 2013
Net income $15.8 $33.5
Other comprehensive income:
VEBAs
Reclassification adjustments:

Amortization of net actuarial (gain) loss (0.3 ) 0.3
Amortization of prior service cost 2.8 1.1

Other comprehensive income relating to VEBAs 2.5 1.4
Available for sale securities
Unrealized gain on available for sale securities 0.1 0.3
Reclassification adjustments:
Reclassification of unrealized gain upon sale of available for sale securities (0.1 ) (0.4
Other comprehensive income (loss) relating to available for sale securities — (0.1
Foreign currency translation adjustment 0.2 0.4
Other comprehensive income, before tax 2.7 1.7
Income tax expense related to items of other comprehensive income (1.8 ) (0.5
Other comprehensive income, net of tax 0.9 1.2
Comprehensive income $16.7 $34.7

The accompanying notes to consolidated financial statements are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
STATEMENT OF CONSOLIDATED STOCKHOLDERS’ EQUITY (UNAUDITED)

(in millions, except share and per share amounts)

Common
Shares
Outstanding

BALANCE, December

31,2013 18,147,017

Net income —

Other comprehensive .

income, net of tax

Issuance of non-vested 55.613

shares to employees
Issuance of common
shares to employees upon
vesting of restricted stock 43,562
units and performance
shares

Cancellation of employee
non-vested shares
Cancellation of shares to
cover employees’ tax
withholdings upon vesting
of non-vested shares
Repurchase of common
stock

Cash dividends on
common stock ($0.35 per —
share)

Excess tax benefit upon
vesting of non-vested

shares and dividend —
payment on unvested
shares expected to vest
Amortization of unearned
equity compensation
BALANCE, March 31,
2014

(323

(30,869

(184,400

18,030,600

)

Commo
Stock

$0.2

$0.2

n Additional
Paid in
Capital

$1,023.1

2.2

0.7

2.0

$1,023.6

Retained
Earnings

$233.8
15.8

(6.4

$243.2

Accumulated
Treasury  Other
Stock Comprehensive Total
Loss

$(1522 ) $(20.7 ) $1,084.2
— — 15.8
— 0.9 0.9

— — 2.2

azr7 ) — (12.7

— — (6.4

— — 2.0

$(1649 ) $ (19.8 ) $1,082.3

The accompanying notes to consolidated financial statements are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
STATEMENT OF CONSOLIDATED CASH FLOWS (UNAUDITED)
(in millions)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation of property, plant and equipment

Amortization of definite-lived intangible assets

Amortization of debt discount and debt issuance costs

Deferred income taxes

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

Non-cash equity compensation

Non-cash unrealized (gains) losses on derivative positions

Gain on disposition of available for sale securities

Non-cash net periodic pension benefit income relating to VEBAs

Other non-cash changes in assets and liabilities

Changes in operating assets and liabilities:

Trade and other receivables

Inventories

Prepaid expenses and other current assets

Accounts payable

Accrued liabilities

Annual variable cash contribution to VEBAs

Payable to affiliate

Long-term assets and liabilities, net

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures

Purchase of available for sale securities

Proceeds from disposition of available for sale securities

Net cash provided by (used) in investing activities

Cash flows from financing activities:

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

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

Repurchase of common stock

Cash dividend paid to stockholders

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents during the period

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Quarter Ended
March 31,

2014 2013
$15.8 $33.5
7.0 6.6
04 04
2.9 2.7
8.7 153
(0.7 ) (0.8
2.0 2.6
2.9 ) 0.3
— 0.5
(5.6 ) (5.6
0.1 2.4
2.2 ) (23.6
11.3 (13.3
2.3 ) (2.3
10.4 9.9
(1.4 ) 0.5
(16.0 ) (20.0
— 44
04 ) (14
27.1 6.3

(154 ) (9.3

— (85.6
25.0 85.2
9.6 9.7
0.7 0.8
2.2 ) (2.2
(12.7 ) (14.7
(6.4 ) (5.9
(20.6 ) (22.0
16.1 (25.4
169.5 273.4
$185.6 $248.0

The accompanying notes to consolidated financial statements are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
(in millions of dollars, except share and per share amounts and as otherwise indicated)

1. Summary of Significant Accounting Policies
This Quarterly Report on Form 10-Q (this "Report") should be read in conjunction with the Company’s Annual Report
on Form 10-K for the year ended December 31, 2013.

Organization and Nature of Operations. Kaiser Aluminum Corporation (together with its subsidiaries, unless the
context otherwise requires, the “Company”’) specializes in the production of semi-fabricated specialty aluminum
products, such as aluminum sheet and plate and extruded and drawn products, primarily used in aerospace/high
strength, general engineering, automotive, and other industrial end market applications. The Company has one
operating segment, Fabricated Products. See Note 11 for additional information regarding the Company’s reportable
segment and its other business units.

Principles of Consolidation and Basis of Presentation. The accompanying unaudited consolidated financial
statements include the accounts of the Company and its wholly owned subsidiaries, and are prepared in accordance
with United States generally accepted accounting principles (“GAAP”) and the rules and regulations of the Securities
and Exchange Commission (the “SEC”) applicable for interim periods and, therefore, do not include all information and
footnotes required by GAAP for complete financial statements. In management’s opinion, all adjustments (which
include normal recurring adjustments) considered necessary for a fair presentation have been included. The results of
operations for the Company’s interim periods are not necessarily indicative of the results of operations that may be
achieved for the entire 2014 fiscal year. The financial information as of December 31, 2013 is derived from the
Company’s audited consolidated financial statements and footnotes for the year ended December 31, 2013 included in
the Company’s Annual Report on Form 10-K.

Use of Estimates in the Preparation of Financial Statements. The preparation of financial statements in accordance
with GAAP requires the use of estimates and assumptions that affect the reported amounts of assets and liabilities,
disclosure of contingent assets and liabilities known to exist as of the date the financial statements are published, and
the reported amounts of revenues and expenses during the reporting period. Uncertainties with respect to such
estimates and assumptions are inherent in the preparation of the Company’s consolidated financial statements;
accordingly, it is possible that the actual results could differ from these estimates and assumptions, which could have a
material effect on the reported amounts of the Company’s consolidated financial position and results of operations.
Inventories. Inventories are stated at the lower of cost or market value. Finished products, work-in-process and raw
material inventories are stated on the last-in, first-out (“LIFO”) basis. During the quarter ended March 31, 2014, the
Company decremented a prior year, higher cost LIFO layer which resulted in a $1.8 charge. The excess of current cost
over the stated LIFO value of inventory at March 31, 2014 and December 31, 2013 was $11.1 and $0.4, respectively.
Other inventories, principally operating supplies and repair and maintenance parts, are stated at average cost.
Inventory costs consist of material, labor and manufacturing overhead, including depreciation. Abnormal costs, such
as idle facility expenses, freight, handling costs and spoilage, are accounted for as current period charges. All of the
Company’s inventories at March 31, 2014 and December 31, 2013 were included in the Fabricated Products segment
(see Note 2 for the components of inventories).

Property, Plant, and Equipment — Net. Property, plant and equipment is recorded at cost (see Note 2). Construction
in progress is included within Property, plant, and equipment — net on the Consolidated Balance Sheets. Interest related
to the construction of qualifying assets is capitalized as part of the construction costs. The aggregate amount of
interest capitalized is limited to the interest expense incurred in the period. The amount of interest expense capitalized
as construction in progress was $1.1 and $0.4 during the quarters ended March 31, 2014 and March 31, 2013,
respectively.

Depreciation is computed using the straight-line method at rates based on the estimated useful lives of the various

classes of assets. Capital lease assets and leasehold improvements are depreciated on a straight-line basis over the

shorter of the estimated useful lives of the assets or the lease term. Depreciation expense is not included in Cost of
products sold, excluding depreciation and amortization, but is included in Depreciation and amortization on the

11
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Statements of Consolidated Income. For the quarters ended March 31, 2014 and March 31, 2013, the Company
recorded depreciation expense of $6.8 and $6.5, respectively, relating to the Company’s operating facilities in its
Fabricated Products segment. An immaterial amount of depreciation expense was also recorded relating to the
Company’s Corporate and Other business unit for all periods presented in this Report.

6
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
(In millions of dollars, except share and per share amounts and as otherwise indicated)

New Accounting Pronouncements.

ASU No. 2013-11, Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating
Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists. (“ASU 2013-11”), was issued in July
2013. ASU 2013-11 requires an entity to present in the financial statements an unrecognized tax benefit, or a portion
of an unrecognized tax benefit, as a reduction to a deferred tax asset resulting from a net operating loss carryforward, a
similar tax loss, or a tax credit carryforward. However, when the above situation is not available at the reporting date
or the tax law of the applicable jurisdiction does not require the entity to use the deferred tax asset for such purpose,
the unrecognized tax benefit should be presented in the financial statements as a liability and should not be combined
with deferred tax assets. An entity is required to adopt ASU 2013-11 for annual and interim periods beginning after
December 15, 2013. The Company’s adoption of ASU 2013-11 in the first quarter of 2014 did not have a material
impact on its financial statements.

2. Supplemental Balance Sheet Information

March 31, 2014 December 31,

2013
Cash and Cash Equivalents.
Cash and money market funds $68.5 $57.7
Commercial paper 117.1 111.8
Total $185.6 $169.5
Trade Receivables.
Billed trade receivables $124.1 $120.2
Unbilled trade receivables 0.2 04
Trade receivables, gross 124.3 120.6
Allowance for doubtful receivables (0.8 ) (0.8 )
Trade receivables, net $123.5 $119.8
Inventories.
Finished products $65.9 $72.5
Work-in-process 66.9 75.9
Raw materials 51.5 47.2
Operating supplies and repair and maintenance parts 18.8 18.8
Total $203.1 $214.4
Prepaid Expenses and Other Current Assets.
Current derivative assets — Notes 8 and 9 $4.1 $2.0
Current deferred tax assets 36.7 36.7
Short-term restricted cash 0.3 0.3
Prepaid taxes 2.8 —
Prepaid expenses 4.7 5.2
Total $48.6 $44.2

13
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
(In millions of dollars, except share and per share amounts and as otherwise indicated)

Property, Plant and Equipment - Net.

Land and improvements $22.8 $22.6
Buildings and leasehold improvements 54.2 53.0
Machinery and equipment 455.3 425.6
Construction in progress 49.3 66.0
Property, plant and equipment, gross 581.6 567.2
Accumulated depreciation (1449 ) (137.9
Total $436.7 $429.3
Other Assets.

Derivative assets — Notes 8 and 9 $84.2 $79.8
Restricted cash 9.3 9.3
Deferred financing costs 8.2 8.9
Deferred compensation plan assets 6.6 6.5
Other 0.2 0.3
Total $108.5 $104.8
Other Accrued Liabilities.

Current derivative liabilities — Notes 8 and 9 $2.0 $1.8
Uncleared cash disbursements 10.5 9.6
Accrued income taxes and taxes payable 7.6 4.3
Accrued annual VEBA contribution — 16.0
Short-term environmental accrual — Note 7 3.6 2.8
Accrued interest 10.3 3.7
Other 3.1 6.6
Total $37.1 $44.8
Long-term Liabilities.

Derivative liabilities — Notes 8 and 9 $87.7 $84.3
Income tax liabilities 4.9 5.0
Workers’ compensation accruals 23.4 23.3
Long-term environmental accrual — Note 7 18.9 20.0
Long-term asset retirement obligations 4.1 4.0
Deferred compensation liability 7.2 7.0
Long-term capital lease 0.1 0.1
Other long-term liabilities 2.7 2.7
Total $149.0 $146.4
Long-term Debt. — Note 3

Senior notes $225.0 $225.0
Cash convertible senior notes 165.7 163.5
Total $390.7 $388.5
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
(In millions of dollars, except share and per share amounts and as otherwise indicated)

3. Long-Term Debt and Credit Facility

Senior Notes

In May 2012, the Company issued $225.0 principal amount of 8.25% Senior Notes due June 1, 2020 (the “Senior
Notes”) at 100% of the principal amount. Interest expense, including amortization of deferred financing costs, relating
to the Senior Notes was $4.8 for both quarters ended March 31, 2014 and March 31, 2013. A portion of the interest
relating to the Senior Notes is capitalized as Construction in progress. See Note 3 of Notes to Consolidated Financial
Statements included in Part I, Item 8. “Financial Statements and Supplementary Data” in the Company’s Annual Report
Form 10-K for the year ended December 31, 2013 for additional information regarding the Senior Notes.

Cash Convertible Senior Notes

Convertible Notes. In March 2010, the Company issued $175.0 principal amount of 4.50% Cash Convertible Senior
Notes due April 1, 2015 (the “Convertible Notes™). The Convertible Notes are unsecured obligations of the Company.
The Convertible Notes are not convertible into the Company's common stock or any other securities, but instead will
be settled in cash. The Company accounts for the cash conversion feature of the Convertible Notes as a separate
derivative instrument (the “Bifurcated Conversion Feature™) with the fair value on the issuance date equaling the
original issue discount for purposes of accounting for the debt component of the Convertible Notes. The following
tables provide additional information regarding the Convertible Notes:

March 31, 2014 December 31,

2013

Principal amount $175.0 $175.0
Less: unamortized issuance discount 9.3 ) (11.5 )
Carrying amount, net of discount $165.7 $163.5

Quarter Ended

March 31,

2014 2013
Contractual coupon interest $2.0 $2.0
Amortization of discount 2.1 1.9
Amortization of deferred financing costs 0.3 0.3
Total interest expense! $4.4 $4.2

1A portion of the interest relating to the Convertible Notes is capitalized as Construction in progress.

The Convertible Notes’ conversion rate is subject to adjustment based on the occurrence of certain events, including,
but not limited to, the payment of quarterly cash dividends on the Company’s common stock in excess of $0.24 per
share. As of March 31, 2014, the conversion rate was 20.8234 shares per $1,000 principal amount of the Convertible
Notes and the equivalent conversion price was approximately $48.02 per share, reflecting cumulative adjustments for
quarterly dividends paid in excess of $0.24 per share.

Holders may convert their Convertible Notes at any time on or after January 1, 2015. Additionally, holders may
convert the Convertible Notes before January 1, 2015 in certain limited circumstances determined by (i) the trading
price of the Convertible Notes, (ii) the occurrence of specified corporate events, or (iii) the market price of the
Company's common stock. Because the Company's closing stock price exceeded 130% of the conversion price for 20
trading days during a period of 30 consecutive trading days ending on March 31, 2014, the last trading date of the first
quarter of 2014, holders may convert the Convertible Notes during the second quarter of 2014. The Company believes
that the market value of the Convertible Notes will continue to exceed the amount of cash payable upon conversion,
making early conversion unlikely. As of March 31, 2014, no Convertible Notes had been converted.

Convertible Note Hedge Transactions. In March 2010, the Company purchased cash-settled call options (the “Call
Options”) that have an exercise price equal to the conversion price of the Convertible Notes and an expiration date that

17



Edgar Filing: KAISER ALUMINUM CORP - Form 10-Q

is the same as the maturity or on the earlier conversion date of the Convertible Notes. If the Company exercises the
Call Options, the aggregate amount of cash it would receive from the counterparties to the Call Options will cover the
aggregate amount of cash that the Company would be required to pay to the holders of the converted Convertible
Notes, less the principal amount

9

18



Edgar Filing: KAISER ALUMINUM CORP - Form 10-Q

KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
(In millions of dollars, except share and per share amounts and as otherwise indicated)

thereof. Contemporaneous with the purchase of the Call Options, the Company also sold net-share-settled warrants
(the “Warrants”) with an exercise date of July 1, 2015 relating to approximately 3.6 million shares of the Company’s
common stock. The Call Option and the Warrants have anti-dilution provisions similar to the Convertible Notes. At
March 31, 2014, the exercise prices were $48.02 per share and $60.98 per share for the Call Options and the Warrants,
respectively, reflecting cumulative adjustments for quarterly dividends paid in excess of $0.24 per share.

See Note 3 of Notes to Consolidated Financial Statements included in Part II, Item 8. “Financial Statements and
Supplementary Data” in the Company’s Annual Report on Form 10-K for the year ended December 31, 2013 for
additional information regarding the Convertible Notes, the Call Options and the Warrants.

See “Fair Values of Financial Assets and Liabilities - All Other Financial Assets and Liabilities” in Note 9 for
information relating to the estimated fair value of the Senior Notes and Convertible Notes.

Revolving Credit Facility

The Company’s credit agreement with JPMorgan Chase Bank, N.A., as administrative agent, and the other financial
institutions party thereto (the “Revolving Credit Facility”) provides the Company with a $300.0 funding commitment
through September 30, 2016. The Company had $263.4 of borrowing availability under the Revolving Credit Facility
at March 31, 2014, based on the borrowing base determination then in effect. At March 31, 2014, there were no
borrowings under the Revolving Credit Facility and $7.0 was being used to support outstanding letters of credit,
leaving $256.4 of net borrowing availability. The interest rate applicable to any overnight borrowings under the
Revolving Credit Facility would have been 4.00% at March 31, 2014.

See Note 3 of Notes to Consolidated Financial Statements included in Part II, Item 8. “Financial Statements and
Supplementary Data” in the Company’s Annual Report on Form 10-K for the year ended December 31, 2013 for
additional information regarding the Revolving Credit Facility.

4. Income Tax Matters
The provision for incomes taxes, for each period presented, consisted of the following:

Quarter Ended

March 31,

2014 2013
Domestic $9.1 $15.4
Foreign 0.3 (7.2 )
Total $9.4 $8.2

The income tax provision for the quarters ended March 31, 2014 and March 31, 2013 was $9.4 and $8.2, reflecting an
effective tax rate of 37.4% and 19.7%, respectively.

The difference between the effective tax rate and projected blended statutory tax rate for the quarter ended March 31,
2013 was the result of a decrease in unrecognized tax benefits, including interest and penalties, of $7.5, resulting in a
17.9% decrease in the effective tax rate. The decrease in unrecognized tax benefits was a result of an audit settlement
with the Canada Revenue Agency Competent Authority on February 28, 2013 for the 1998-2004 tax years which
resulted in a cash tax benefit to the Company of $7.6, of which $7.2 has been received as of March 31, 2014. In
addition, during the third quarter of 2013, the Company signed an advance pricing agreement with Canada Revenue
Agency, which resulted in an additional cash tax benefit of $2.8, which is expected to be refunded within the next 12
months.

The Company’s gross unrecognized benefits relating to uncertain tax positions were $3.7 and $3.8 at March 31, 2014
and December 31, 2013, respectively, of which, $2.6 and $2.7 will go through the Company’s income tax provision
and thus impact the effective tax rate at March 31, 2014 and December 31, 2013, respectively, if and when the gross
unrecognized tax benefits are recognized.

The Company expects its gross unrecognized tax benefits to be reduced by $1.5 within the next 12 months.
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See Note 6 of Notes to Consolidated Financial Statements included in Part II, Item 8. “Financial Statements and
Supplementary Data” in the Company’s Annual Report on Form 10-K for the year ended December 31, 2013 for
additional information regarding income taxes.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
(In millions of dollars, except share and per share amounts and as otherwise indicated)

5. Employee Benefits

Pension and Similar Benefit Plans. The Company has provided contributions to (i) multi-employer pension plans
sponsored by the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service
Workers International Union AFL-CIO, CLC (“USW”) and International Association of Machinists and certain other
unions at certain of the Company’s production facilities, (ii) defined contribution 401(k) savings plans for hourly
bargaining unit employees and salaried and certain hourly non-bargaining unit employees, (iii) a defined benefit plan
for salaried employees at the Company’s London, Ontario facility, and (iv) a non-qualified, unfunded, unsecured plan
of deferred compensation for key employees who would otherwise suffer a loss of benefits under the Company’s
defined contribution plan. See Note 7 and Note 8 of Notes to Consolidated Financial Statements included in Part II,
Item 8. “Financial Statements and Supplementary Data” in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2013 for additional information with respect to the Company’s benefit plans.
VEBA Postretirement Medical Obligations. Certain retirees receive medical coverage through participation in a
voluntary employees beneficiary association (“VEBA”) for the benefit of certain union retirees, their surviving spouses
and eligible dependents (the “Union VEBA”) or a VEBA that provides benefits for certain other eligible retirees, their
surviving spouses and eligible dependents (the “Salaried VEBA” and, together with the Union VEBA, the “VEBAs”). The
Union VEBA is managed by four trustees, two of which are appointed by the Company and two of which are
appointed by the USW. Its assets are managed by an independent fiduciary. The Salaried VEBA is managed by
trustees who are independent of the Company.
The Company has no ownership interest in the assets of the VEBAs nor any obligation to fund their liabilities. The
benefits paid by the VEBAS to the plan participants are made at the sole discretion of the respective VEBA trustees
and are outside the Company's control. The Company’s only financial obligations to the VEBAs are (i) an annual
variable cash contribution (described below) and (ii) reimbursement of annual administrative expenses of the VEBAs
up to $0.3 in the aggregate. Nevertheless, the Company accounts for the VEBAs as defined benefit postretirement
plans with the maximum benefits payable equal to the total of the current VEBA assets and any future variable
contributions from the Company and earnings thereon.
Under this accounting treatment, the funding status of the VEBAs is reflected as a net asset or liability on the
Company's Consolidated Balance Sheets, but such net asset or liability has no impact on the Company's cash flow or
liquidity. The only impact that the VEBAs have on the Company’s cash flow or liquidity is with respect to the
Company's obligations to make an annual variable cash contribution and to reimburse the VEBAs’ administrative
expenses. The amount of annual variable contribution to be made by the Company is determined as follows: 10% of
the first $20.0 of annual cash flow (as defined; in general terms, the principal elements of cash flow are earnings
before interest expense, provision for income taxes, and depreciation and amortization less cash payments for, among
other things, interest, income taxes, and capital expenditures), plus 20% of annual cash flow (as defined) in excess of
$20.0. Such payments may not exceed $20.0 annually, and payments are allocated between the Union VEBA and the
Salaried VEBA at 85.5% and 14.5%, respectively. Amounts owing by the Company to the VEBAs are recorded on the
Company’s Consolidated Balance Sheets at the end of each year, in Other accrued liabilities (until paid in cash), with a
corresponding increase in Net assets in respect of VEBA, a decrease in Net liability in respect of VEBA, or a
combination thereof. The annual variable contributions with respect to 2013 and 2012 totaled $16.0 and $20.0 at
December 31, 2013 and December 31, 2012, respectively, and were paid during the subsequent first quarters.
Components of Net Periodic Pension Benefit (Income) Cost. The Company’s results of operations included the
following impacts associated with the VEBAs and the Canadian defined benefit plan: (i) charges for service rendered
by employees; (ii) a charge for accretion of interest; (iii) a benefit for the return on plan assets; and (iv) amortization
of net gains or losses on assets, prior service costs associated with plan amendments and actuarial differences. Net
periodic pension benefit cost related to the Canadian defined benefit plan was not material for the quarters ended
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March 31, 2014 and March 31, 2013. The following table presents the components of net periodic pension benefit

income for the VEBAs and charges relating to all other employee benefit plans for the quarters ended March 31, 2014
and March 31, 2013:
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
(In millions of dollars, except share and per share amounts and as otherwise indicated)

Quarter Ended

March 31,

2014 2013
VEBAs:
Service cost $0.6 $0.6
Interest cost 4.1 3.6
Expected return on plan assets (12.8 ) (11.2 )
Amortization of prior service cost 2.8 1.1
Amortization of net actuarial (gain) loss (0.3 ) 0.3
Total net periodic pension benefit income relating to VEBAs (5.6 ) (5.6 )
Deferred compensation plan 0.2 0.4
Defined contribution plans 4.0 4.0
Multiemployer pension plans 0.9 0.8
Total $(0.5 ) $(0.4 )

The following table presents the allocation of the (income) charges detailed above, by reportable segment and
business unit(see Note 11):

Quarter Ended

March 31,

2014 2013
Fabricated Products $4.6 $4.6
All Other (5.1 ) (5.0 )
Total $(0.5 ) $(0.4 )

For all periods presented, the net periodic pension benefit income relating to the VEBAs are included as Net periodic
pension benefit income relating to VEBAs within All Other. Further, substantially all of the Fabricated Products
segment’s employee benefits related charges are in Cost of products sold, excluding depreciation and amortization and
other items wi