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On January 11, 2016, Alcoa Inc. held its fourth quarter 2015 earnings conference call, broadcast live by webcast. A transcript of 
the call and a copy of the slides presented during the call are attached hereto as Exhibits 99.1 and 99.2, respectively, and are hereby 
incorporated by reference.  

The information in this Item 2.02 of Current Report on Form 8-K, including Exhibits 99.1 and 99.2, is being furnished in 
accordance with the provisions of General Instruction B.2 of Form 8-K.  

  

On January 7, 2016, Alcoa Inc. (“Alcoa”) announced that it will permanently close the Warrick smelter (capacity of 269,000 
metric-tons-per-year) in Evansville, Indiana by the end of the first quarter of 2016. The decision to permanently close the Warrick 
smelter was based on the existence of challenging global market conditions for primary aluminum and higher operating costs, which 
made the smelter uncompetitive. Demolition and remediation activities related to this action will begin in 2016 subsequent to the 
closure and are expected to be completed by the end of 2020. The rolling mill and power plant at the Warrick location will continue 
normal operations.  

As a result of this decision, Alcoa recorded restructuring-related charges of approximately $130 million ($85 million after-tax, 
or $0.06 per diluted share) in the fourth quarter of 2015. These charges include approximately $50 million for accelerated 
depreciation of a portion of the remaining book value of all related properties, plants, and equipment (the remainder will be 
recognized in the first quarter of 2016 as the facility continues to operate) and the write down of inventory to net realizable value, 
approximately $35 million for asset retirement obligations and environmental remediation resulting from the decision to permanently 
close and demolish this facility and related infrastructure, approximately $35 million for layoff costs related to approximately 630 
employees, and approximately $10 million for supplier contract termination costs. Of these charges, approximately $80 million will 
result in future cash outlays, including approximately $60 million in 2016.  

Additional details will be provided in Alcoa’s Form 10-K for the year ended December 31, 2015. Also, it is possible that 
charges in addition to those described above may be recognized in future periods.  
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Item 2.02. Results of Operations and Financial Condition. 

Item 2.05 Costs Associated with Exit or Disposal Activities. 

Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits. 

99.1  Transcript of Alcoa Inc. fourth quarter 2015 earnings call.

99.2  Slides presented during Alcoa Inc. fourth quarter 2015 earnings call.



Forward-Looking Statements  

This communication contains statements that relate to future events and expectations, and as such constitute forward-looking 
statements within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements include those 
containing such words as “anticipates,” “believes,” “could,” “estimates,” “expects,” “forecasts,” “goal,” “intends,” “may,” “outlook,” 
“plans,” “projects,” “seeks,” “sees,” “should,” “targets,” “will,” “would,” or other words of similar meaning. All statements that 
reflect Alcoa’s expectations, assumptions or projections about the future other than statements of historical fact are forward-looking 
statements, including, without limitation, forecasts concerning global demand growth for aluminum, supply/demand balances, and 
growth of the aerospace, automotive, and other end markets; statements regarding targeted financial results or operating performance; 
statements about Alcoa’s strategies, outlook, business and financial prospects, and the acceleration of Alcoa’s portfolio 
transformation; statements regarding the expected timing for completing, and the expected financial impact of, closures and 
curtailments; and statements regarding the separation transaction, including the future performance of Value-Add Company and 
Upstream Company if the separation is completed, the expected benefits of the separation, the expected timing of the Form 10 filing 
and the completion of the separation, and the expected qualification of the separation as a tax-free transaction. Forward-looking 
statements are not guarantees of future performance and are subject to risks, uncertainties, and changes in circumstances that are 
difficult to predict. Although Alcoa believes that the expectations reflected in any forward-looking statements are based on reasonable 
assumptions, it can give no assurance that these expectations will be attained and it is possible that actual results may differ materially 
from those indicated by these forward-looking statements due to a variety of risks and uncertainties. Such risks and uncertainties 
include, but are not limited to: (a) uncertainties as to the timing of the separation and whether it will be completed; (b) the possibility 
that various closing conditions for the separation may not be satisfied; (c) failure of the separation to qualify for the expected tax 
treatment; (d) the possibility that any third-party consents required in connection with the separation will not be received; (e) the 
impact of the separation on the businesses of Alcoa; (f) the risk that the businesses will not be separated successfully or such 
separation may be more difficult, time-consuming or costly than expected, which could result in additional demands on Alcoa’s 
resources, systems, procedures and controls, disruption of its ongoing business and diversion of management’s attention from other 
business concerns; (g) material adverse changes in aluminum industry conditions; (h) deterioration in global economic and financial 
market conditions generally; (i) unfavorable changes in the markets served by Alcoa; (j) the impact of changes in foreign currency 
exchange rates on costs and results; (k) increases in energy costs; (l) the inability to achieve the level of revenue growth, cash 
generation, cost savings, improvement in profitability and margins, fiscal discipline, or strengthening of competitiveness and 
operations (including executing on the Upstream business improvement plan, moving the Upstream Company’s alumina refining and 
aluminum smelting businesses down on the industry cost curves and increasing revenues and improving margins in the Value-Add 
Company’s businesses) anticipated from restructuring programs and productivity improvement, cash sustainability, technology 
advancements (including, without limitation, advanced aluminum alloys, Alcoa Micromill, and other materials and processes), and 
other initiatives; (m) Alcoa’s inability to realize expected benefits, in each case as planned and by targeted completion dates, from 
acquisitions, divestitures, facility closures, curtailments, or expansions, or international joint ventures; (n) political, economic, and 
regulatory risks in the countries in which Alcoa operates or sells products; (o) the outcome of contingencies, including legal 
proceedings, government or regulatory investigations, and environmental remediation; (p) the impact of cyber attacks and potential 
information technology or data security breaches; (q) the potential failure to retain key employees while the separation transaction is 
pending or after it is completed; (r) the risk that increased debt levels, deterioration in debt protection metrics, contraction in liquidity, 
or other factors could adversely affect the targeted credit ratings for Value-Add Company or Upstream Company; (s) the inability to 
complete the closure, demolition and/or remediation activities relating to the Warrick smelter in the United States as planned or 
within the time periods anticipated, whether due to changes in regulations, technology or other factors; (t) changes in preliminary 
accounting estimates due to the significant judgments and assumptions required; and (u) the other risk factors discussed in Alcoa’s 
Form 10-K for the year ended December 31, 2014, and other reports filed with the U.S. Securities and Exchange Commission (SEC). 
Alcoa disclaims any obligation to update publicly any forward-looking statements, whether in response to new information, future 
events or otherwise, except as required by applicable law. Market projections are subject to the risks discussed above and other risks 
in the market.  
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on 
its behalf by the undersigned hereunto duly authorized.  
  

Dated: January 14, 2016  
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ALCOA INC.

By: /s/ Audrey Strauss 
Name: Audrey Strauss
Title: Executive Vice President, Chief Legal Officer 

and Secretary
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99.1   Transcript of Alcoa Inc. fourth quarter 2015 earnings call.

99.2   Slides presented during Alcoa Inc. fourth quarter 2015 earnings call.
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CORPORATE PARTICIPANTS  

Nahla Azmy Alcoa Inc. - VP of IR  

Klaus Kleinfeld Alcoa Inc. - Chairman & CEO  

William Oplinger Alcoa Inc. - EVP & CFO  

CONFERENCE CALL PARTICIPANTS  

David Gagliano BMO Capital Markets - Analyst  

Timna Tanners BofA Merrill Lynch - Analyst  

Brian Yu Citigroup - Analyst  

Justin Bergner Gabelli & Company - Analyst  

Paul Massoud Stifel Nicolaus - Analyst  

Josh Sullivan Sterne, Agee & Leach, Inc. - Analyst  

Michael Gambardella JPMorgan - Analyst  

PRESENTATION  
    
Operator  

Good day, ladies and gentlemen, and welcome to the fourth-quarter 2015 Alcoa earnings conference call. My name is Connor and I’ll be your 
operator for today. As a reminder, today’s conference is being recorded for replay purposes. I would now like to turn the conference over to 
your host for today, Nahla Azmy, Vice President of Investor Relations. Please proceed.  
    
Nahla Azmy - Alcoa Inc. - VP of IR  

Thank you, Connor. Good afternoon and welcome to Alcoa’s fourth-quarter 2015 earnings conference call. I’m joined by Klaus Kleinfeld, 
Chairman and Chief Executive Officer, and William Oplinger, Executive Vice President and Chief Financial Officer. After comments by 
Klaus and Bill, we will take your questions.  

Before we begin, I’d like to remind you that today’s discussion will contain forward-looking statements relating to the future events and 
expectations. You can find factors that cause the Company’s actual results to differ materially from these projections listed in today’s press 
release and presentation and in our most recent SEC filing.  

In addition, we have included some non-GAAP financial measures in our discussion. Reconciliations to the most directly comparable GAAP 
financial measures can be found in today’s press release, in the appendix to today’s presentation and on our website at www.alcoa.com under 
the “Invest” section. Any reference in our discussion today to historical EBITDA means adjusted EBITDA for which we have provided 
reconciliations and calculations in the appendix. With that, I’d like to turn the call over to Klaus.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Thank you, Nahla. Let me start in the usual fashion by characterizing the quarter. As you’ve seen over the last year, that we have grown our 
portfolio aggressively and we have managed to deliver value.  

What are we seeing in the fourth quarter? We see $5.2 billion of revenues. This actually is a composition of two opposing factors. One is a 7% 
growth year over year, mainly through aero as well as acquisitions. And that gets offset by price declines as well as divestitures and closures 
of 25%.  
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Then we’ve seen a $65 million of adjusted net income, $590 million of EBITDA and that includes $71 million of special items. Then 
if you go one level deeper and look into the value-add side, value add $3.3 billion revenues, $448 million of adjusted EBITDA.  

When you look at our midstream business, the GRP business, auto sheet shipments are up 18%. We’ve continued to shift the mix to 
higher-margin products and this has been driving a 90% year-over-year increase in regards to higher adjusted EBITDA per metric 
ton.  

If you look into our EPS business, record revenues in the fourth quarter of $1.4 billion and aerospace revenues have been up by 34%. 
Last but not least, our TCS value-add segment record fourth-quarter margins of 14.6%.  

So let’s move over to the upstream business. Upstream business, in total $2.4 billion of revenues and $239 million of adjusted 
EBITDA. It’s been profitable despite lower alumina. Alumina has actually decreased in the quarter by 24%, and over the course of 
the whole year, 43%. Alumina prices continue to go further down, even 1% further down in the quarter and with a total year have 
declined 28%.  

Alumina’s profitable and Primary Metals has actually, in regards to the adjusted EBITDA per metric ton, improved. It’s a pretty good 
sign here. We’re also projecting robust aluminum demand growth for this year of 6%. We are believing that alumina and aluminum 
deficits are going to happen in this year.  

We have seen productivity gains in the quarter of $350 million and in the year of $1.2 billion and basically coming from all segments. 
And free cash flows has been at $467 million, cash from operations at $865 million and cash on hand at $1.9 billion.  

Let’s also talk about the portfolio and our separation. Our aero growth strategy really delivers results. We’ve seen three major multi-
year aero contracts in the fourth quarter alone, roughly a value of $4 billion. But in the whole year it’s been $9 billion of long-term 
contracts in aerospace. That’s more than twice the volume of the year before.  

Then in regards to the acquisitions, we’ve clearly seen that the acquisitions have strengthened our aerospace portfolio. I think it’s 
right to say the customers have put their money where their mouth is with granting us these long-term contracts. At the same time, if 
you look at the operational integration, Firth Rixson is behind and RTI is ahead of plan.  

We have significantly restructured in the quarter our upstream portfolio. In smelting in the quarter alone we have closed or curtailed 
25% of the capacity and refining 21% [Alcoa correction: 20%]. That’s 2015, not just the quarter.  

So at the same time we are launching, now with the new year, we are launching business improvement programs. And on value-add 
this has a value of $650 million and an upstream $600 million. This includes an overhead reduction that’s in total going to bring us to 
$225 million over two years and $100 million of this will be realized in 2016. So last but not least, but certainly important for all of 
us, we are on track for the separation in the second half of 2016. With this, Bill, over to you.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Thanks, Klaus. Let’s review the income statement. Fourth-quarter 2015 revenue totaled $5.2 billion, down approximately 18% year 
over year. Growth from the recent acquisitions in aerospace volume was offset by lower alumina and metal pricing, unfavorable 
currency and the impact of divested and closed businesses.  

Cost of goods sold percentage increased by 220 basis points sequentially due to lower pricing, somewhat offset by productivity gains. 
Overhead spending held flat sequentially. Other expenses of $29 million primarily related to the currency impact from the stronger 
US dollar on our balance sheet.  

As Klaus mentioned, EBITDA of $519 million includes the impact of $71 million of special items. So excluding specials, EBITDA is 
$590 million in the quarter.  

Also, the fourth-quarter effective tax rate of negative 8.5% was due to the net unfavorable discrete tax and special items in the 
quarter. I’ll discuss these further in the next slide. Excluding these impacts, our operational rate for the quarter was 25% and 31% for 
the year.  

Overall, net loss for the quarter was $500 million or $0.39 a share. Excluding special items, net income was $65 million or $0.04 a 
share. It’s important to remember that preferred dividends were $16.8 million in the quarter which reduced EPS by $0.01 per share. 



Let’s take a closer look at the special items in the quarter. In the quarter we recorded after-tax charges of $565 million or $0.43 per 
share, primarily related to restructuring and tax items. The announced curtailment of several US smelters and the Point Comfort 
refinery resulted in a $220 million after-tax charge.  
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Other restructuring across the business included the curtailment of Suriname, capturing synergies in our acquisitions and a significant 
effort to improve efficiency through an overhead reduction program. Note that roughly half of the restructuring-related charges are 
non-cash.  

Discrete and special tax items totaled $189 million, primarily related to booking non-cash valuation allowances against deferred tax 
assets in certain jurisdictions whose realization is no longer assured. This is largely driven by the current market situation in the 
smelting business. You should note that the underlying tax losses and credits are still available should earnings and dividends 
improve in the future and there’s no impact on cash taxes.  

Other special items included a $25 million non-cash impairment of goodwill related to the extrusions business in Latin America and 
$12 million of expense based on the separation of the Company. Consistent with the third quarter, we’ve provided a reconciliation in 
the appendix which provides corporate and other expenses before the impact of these special items.  

Now let’s look at our performance versus a year ago. Fourth-quarter adjusted earnings of $65 million were down $367 million from 
the prior-year quarter, driven largely by the drop in alumina and metal prices. Volume growth of $16 million was driven primarily by 
our acquisitions in the EPS segment.  

Very strong productivity gains in all segments contributed $212 million in after-tax savings, more than offsetting $92 million in cost 
increases. These cost increases were predominantly higher spending on labor and benefits as well as increased maintenance.  

Now let’s review our full-year performance. For the full year adjusted earnings were down $329 million versus 2014, as lower 
alumina and metal prices down 43% and 28%, respectively, impacted the Company by $797 million. Strong productivity and 
increased volumes offset unfavorable cost increases and the impact of lower energy sales.  

Volume growth of $93 million was driven by a combination of acquisitions, auto growth, aerospace and commercial transportation 
while price mix declines stemmed mainly from pricing pressures in our packaging and aerospace businesses. The largest component 
of our decline in energy came from power sales in Brazil as prices receded from their 2014 levels. Productivity continued to be a 
major lever for Alcoa in 2015 as $749 million in after-tax savings more than offset $447 million in cost increases.  

Let’s move to the segments. In the Global Rolled Products business, fourth-quarter revenue grew 6% year over year when adjusting 
for the divestitures and unfavorable metal prices and currency. ATOI performance was flat versus the fourth quarter of 2014, as 
growth in automotive shipments and solid productivity gains were offset by cost increases which included spending on growth 
projects, lower aerospace volume and continued packaging market pressure. It’s important to note that GRP realized significant year-
on-year EBITDA per metric ton improvement.  

As we look to the first quarter of 2016, we expect GRP performance to reflect the following factors: strong automotive sheet 
shipments, continued pricing pressure in the packaging business, costs related to the ramp up of Tennessee expansion and Texarkana 
cast house and $4 million of costs to secure metal as a result of the Warrick smelter curtailment.  

Overall ATOI for the segment is expected to be flat year over year, assuming current exchange rates. Also note one point on the 
Warrick smelter curtailment. For the full year the GRP segment will be negatively impacted by $40 million to $50 million due to the 
closure of the Warrick smelter in preparation to run the rolling facility on cold metal.  

Let’s move to the EPS segment. EPS posted record revenue for the fourth quarter, driven mainly by acquisitions as well as share 
gains in aerospace. ATOI was $123 million for the quarter, flat versus the prior year. Note that this result includes $6 million of after-
tax expenses attributable to purchase accounting adjustments in connection to our acquisition of RTI.  

On an operational basis, Firth Rixson and RTI made solid contributions to the business this quarter. After-tax productivity gains of 
$54 million offset cost increases and $8 million of spend on growth projects such as our La Porte expansion.  

As we look to the first quarter, we expect aerospace to remain strong but tempered by inventory management at OEMs. This gain will 
be somewhat offset by continued softness in the European IGT market. We expect to obtain share gains through innovation and 
continue to drive productivity across all businesses amid pricing pressures. Overall, for the first quarter, we anticipate ATOI to be flat 
to up 2%, including the unfavorable impact of currency.  

Let’s move on to the TCS segment. TCS fourth-quarter revenue declined 11% year over year, driven by the strengthening US dollar 
and lower volumes largely in the Brazil market. However, the segment delivered a record fourth-quarter EBITDA margin of 14.6%. 
Strong productivity more than offset cost increases and the decline in volume. 
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As we look to the first quarter of 2016, we expect TCS ATOI to be driven by continued improvement in North American 
nonresidential construction that will be somewhat offset by weakness in Europe, additional declines in North American heavy duty 
truck build rates while Europe heavy truck will continue its steady improvement and continued productivity gains. In total, ATOI for 
the segment is expected to be flat to up 3% year over year including the impact of unfavorable currency pressures.  

Now let’s move to the Alumina segment. Sequentially the Alumina segment was heavily impacted by the 24% decline in API pricing. 
Lower costs and continued productivity gains at our operating locations helped offset unfavorable product mix in smelter-grade and 
non-metallurgical alumina.  

In the quarter, we announced curtailments of nearly 2.2 million metric tons, representing 15% of our operating capacity. This action, 
along with continued strong productivity efforts, helped to improve the competitiveness of our refining business.  

Looking forward to the first quarter, we expect that production will decline by 340,000 metric tons due to the curtailments of Suralco 
and Point Comfort. Note that these curtailments will have a larger impact in the second quarter of 2016.  

We expect 85% of third-party shipments to be on API or spot pricing in 2016. API pricing is still expected to follow a 30-day lag and 
LME pricing to follow a 60-day lag. And ATOI in aggregate for the segment is expected to be up $7 million, excluding the impacts of
pricing and currency.  

So let’s turn to Primary Metals. Primary Metals’ fourth-quarter ATOI improved by $19 million sequentially, as lower alumina and 
energy costs and a strong operating performance more than offset unfavorable metal pricing and ForEx. We announced curtailments 
of 642,000 metric tons of our operating capacity to improve the segment’s profitability and competitiveness.  

Looking forward to the first quarter, we expect production will decrease 40,000 metric tons due to the announced curtailments. The 
full impact of the reductions will be realized beginning in the second quarter of 2015 [Alcoa correction: 2016].  

Pricing will follow a 15-day lag to LME as it has before, lower energy sales due to the price decline in Brazil power market. And in 
aggregate we would anticipate ATOI is expected to be down $7 million, excluding the impacts of pricing and currency.  

One additional point to note before I move off of Primary. I want to remind you that we typically see a shift in the first quarter from 
third-party to internal sales, as the primary segment restocks the pipeline of our midstream business.  

Now I’d like to take a deeper dive into the upstream business. This is a chart that if you were at our investor’s conference Analyst 
Day back in November, you saw it for the first time and I thought we would refresh it for full-year numbers in 2015. I’m not going to 
spend a lot of time on this chart since we’ve shown it before. However, it does make one point clear and that means that our upstream 
business is really more than just metal.  

To set up the chart, external revenue for the year was $9 billion but you need to take into account that there is considerable inter-
Company revenue that generates the ultimate EBITDA of $2 billion in 2015. On the right hand side of the chart we’ve broken down 
the EBITDA and the EBITDA margin percentage for each upstream business unit.  

Note that the casting business margin percentage doesn’t tell the whole story, as casting is converting molten metal into cold metal 
forms. Casting’s essentially a conversion business if we adjust for the metal cost in the revenue. The casting business return on sales 
is 46%.  

One more point to note from this chart. Half of our external revenue is not exposed to LME as a result of API pricing in our refining 
business and the value-add revenue generated in our casting business.  

We move on to working capital. Days working capital continues to be a core focus for us as we grow our aerospace and automotive 
businesses. This growth included ramping up production in our second automotive plant in Tennessee as well as preparing for new jet 
engine programs in 2016. As such, our base business increased by two days versus the same period last year.  

Including acquisitions, days working capital increased 15 days. Our integration teams are working to reduce the working capital of 
our acquisitions and help drive a more efficient use of capital in these businesses.  

Moving on to the cash flow statement and liquidity. Cash from operations totaled $865 million for the quarter leading to positive free 
cash flow of $467 million in the quarter. As I mentioned earlier, most of the special items for the quarter are non-cash and therefore 
do not significantly impact our liquidity position.  
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This quarter we contributed $107 million of cash to the pension plan for a total of $470 million in 2015. The global pension 
contribution requirement for 2016 is estimated to be approximately $300 million.  

Also in the quarter we paid down $114 million of the convertible debt assumed in the RTI transaction. And as Klaus mentioned in his 
opening comments, we ended the year with $1.9 billion of cash on hand, reflecting the strong working capital management and cash 
management that we had during the course of the year.  

So let’s turn to the balance sheet. We’ve got very strong liquidity and ended the quarter with $1.9 billion of cash on hand and debt of 
$9.1 billion, resulting in net debt of $7.2 billion. The $209 million increase in net debt year over year is associated with the 
acquisition of RTI during the year.  

Excluding the RTI, the debt to EBITDA was 2.71 times on a trailing 12-month basis, which is within our target range of 2.25 to 2.75. 
Including the RTI acquisition debt to EBITDA was at 2.8.  

And now I’ll move to a review of our full-year performance. Klaus mentioned a couple of these but I’ll reiterate. For the year we 
generated productivity of nearly $1.2 billion versus a $900 million target. We managed both return-seeking and sustaining capital 
within our targets.  

Return-seeking capital was $603 million and sustaining capital was $604 million, both below the annual target rates. Sustaining 
capital expenditures was split roughly 50% between value-add and upstream businesses, while return-seeking capital was 
approximately 80% attributable to value-add.  

Excluding the RTI acquisition, debt to EBITDA was within our target range, as I said. And finally, against a target of $500 million, 
we generated $402 million in free cash flow, despite pricing pressures from both metal and alumina prices. And in addition to that, as 
you’ll recall, we made a $300 million prepayment for gas in Australia which is included in that free cash flow number.  

Now let me turn to market performance in the upstream. And we’ve added a couple of charts to give you more detail around what’s 
going on in the upstream market fundamentals. So we’ll start with China. In China we’re starting to see the aluminum dynamic 
improving.  

China continues to be the world’s largest user of third-party bauxite with imports growing and domestic production decreasing. 
Imports for 2015 reached 53 million metric tons versus 36.6 million metric tons in 2014. That makes up about 40% of China’s total 
bauxite demand.  

China has effectively replaced bauxite from Indonesia prior to that country’s bauxite ban with bauxite from Malaysia. Year on year 
Malaysia exports to China are up 17 million metric tons. However, as many of you know, the Malaysian government has recently 
imposed a three-month moratorium on mining in order to address illegal and unsustainable mining practices. We view the growing 
need for imported bauxite as an opportunity to expand our third-party business, capitalizing on our role as the world’s largest 
producer with substantial reserves.  

If we move to refining, we estimate that the sharp decline in alumina prices has pushed 75% of China’s refineries to be cash-negative 
based on a $200 alumina price index price. This has triggered China to announce more than 6.7 million metric tons of alumina 
curtailments. We expect these cuts to be fully executed by the end of the first quarter of 2016.  

On metal, China aluminum prices on the Shanghai Exchange fell to an all-time low during the quarter, driving about 70% of China’s 
smelting operating capacity into a cash-negative position. We’ve seen 3.9 million metric tons of announced curtailments during the 
second half of 2015. We would anticipate, again, that’ these would be fully executed by the end of the first quarter.  

Exports of semi-fabricated products continued to increase from China and shipments were 12.5% higher than 2014. Exports of 
extrusions have risen significantly, expected to be up about 40%. These are heavily concentrated towards Southeast Asia.  

And just a data point, in November alone 75% of all extrusion exports from China went to Vietnam, or over 140,000 metric tons. This 
equates to 63% of Vietnam’s total annual demand for primary aluminum. These abnormally large export flows continue to raise 
serious questions about the legitimacy of these exports in the context of fake semis that we’ve spoken about in the past.  

So if we turn to the alumina market, an important point to note is that we’ve tightened our alumina forecast to a deficit of 2.8 million 
metric tons. That’s nearly 1.8 million metric tons more than forecasted during our Investor Day. 



The alumina price index has fallen $154 a ton or 43% in 2015. Due to this, there’s been a corresponding decline in Chinese domestic 
prices. And at prevailing prices, as I said earlier, we estimate that 61% of the rest of the world refineries and approximately 70% of 
Chinese refineries are cash-negative.  
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In addition to the Chinese curtailments that I covered on the prior slide, in the rest of the world about 65% of the curtailments are the 
result of our actions. The balance is based on our analysis of the additional capacity in the rest of the world.  

If we move to the alumina market, we see that fundamentals are solid. Klaus, I believe, mentioned that we continue to expect 6% 
growth in aluminum. Demand is on track to double between 2010 and 2020. Chinese consumption continues to be strong at 8% and 
North America will surpass Europe as the largest region of demand outside of China, delivering growth of 5%.  

Similar to refining, our aluminum outlook for 2016 continues to improve with a global deficit of 1.2 million metric tons. This is 
roughly 890,000 metric tons tighter than the forecast that we put out in Investor Day back in November, largely based on increased 
curtailments in China and the rest of the world.  

Global inventories stand at 60 days of consumption, 4 days lower than a year ago and this level is below the 35-year average of 61 
days. Lastly, we saw regional premiums stabilize this quarter.  

Let me sum it up. The market — on the metal side — the market continues to grow substantially. Inventory days are below historical 
averages. The alumina market is tightening with increased announced curtailments and we project a global deficit in 2016. So let me 
turn it back over to you, Klaus.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Thank you, Bill, and let’s go to the end markets, those end markets, obviously, that are most relevant to Alcoa. Let’s start with 
aerospace. We believe that aerospace in 2016 is going to grow 8% to 9%. The large commercial aircraft segment, we believe, would 
show a growth of 15%, the ramp-up increases of these large volume platforms like the 320, the A350 and the 787.  

So then the reflection of this is the jet engine order book now stands at 23,400 engines on firm order. The strong demand continues. If 
you look at the book-to-bill ratio of last year, it’s at 1.25. So the already high order book, which is over nine years of production in 
2015 delivery rates, continues to increase.  

The good news also is the fundamentals are solid, 6.9% passenger growth and 2.8% cargo demand. And the profitability of airlines is 
substantially increased with what’s expected of $36 billion in 2016. So good outlook for aerospace.  

Automotive, let’s start with North America. Detroit Auto Show, some of you have certainly followed it today, an equally very, very 
positive picture. We believe the growth is going to continue 1% to 5%. We project for this year the record sales in the last year of 
5.8% year to date, light trucks are leading it. It’s been the highest number of penetration in the mix, with 61.2%, and in this segment 
the F-150 is the best selling pickup. That’s obviously very, very good.  

We also think that this demand is going to have some sustainability also. Vehicles of 12 years and older have increased and will 
continue to increase to 15% by 2020. That kind of spells also that there’s probably some pent-up demand still sitting there.  

Production is up in light of all of this, 3.1%. Inventories are stable with 61 days. The industry average is somewhere between 60 and 
65 days. Incentives are up 4.2%, but if you look under the hood, literally spoken, you see that this is basically driven by passenger 
cars trying to regain their position in the mix against the light truck segment.  

In Europe, we expect growth also in the segment between 1% to 4%. Production is interestingly up 2.7% year to date and Western 
Europe continues to improve, offsetting the declines in the east. Strong registrations were 8.6% year to date and exports are believed 
to increase in 2016 to 8.7% after only 2.3% in 2015.  

China also we see a recovery of the production 3.1% up, 18.8% year on year. Sales up 4.7% and 21% year on year. A lot of this is 
helped and supported by the Texan center mainly for smaller engines and lower-emission cars. Obviously all of this is a very strong 
reflection of the growing middle class and evolving emissions policies, but I think that’s more something also to look for in the mid 
term.  

So let’s move to the next segment here, heavy duty trucks and trailers. It’s a very different picture in North America here. We are 
seeing a change here. This has been a very strong growth year last year. And we now project it to come down, minus 9% to minus 
23%. As I said, this is partially statistics because we’ve seen that 2015 has been the highest production year, or the fourth-highest 
production year, with 322,000 trucks produced. The record was in 2006 with 376,000 trucks produced.  



The production that we are expecting for 2016 is somewhere between 248,000 to 262,000 trucks. Just to put it in perspective — so 
this obviously lower — but just to put it in perspective the 10-year average is around 243,000 trucks.  
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Inventory levels are high. They’ve increased 26% and that’s substantially above the 10-year average of 47,000 trucks. The build rates, 
we believe, are going to come down, given the lower ordering situation, 22% year to date. And the light order book down 15% year 
on year at 128,000. However, if you put it in light of the 10-year average, it’s at 101,000. But it’s going to come down compared to 
last year, as we are projecting.  

Europe, a very interesting situation. In Europe, we believe, we’re going to see an increase of 3% to 7%. And 3% to 7%, we see the 
production coming up in Western Europe, 12.6% on a year-over-year, 7.1% year to date. We see the conditions, particularly in 
Western Europe, improving, orders up almost 11%, registrations up 19%. And the fundamentals are also improved.  

On China, we also see a change here, growing again, China 1% to 4%. And the production also reflects that and much of this is the 
effect that the regulatory pre-buy. Remember, the Euro 3 to Euro 4 that caused the pre-buys in early 2014 is now kind of absorbed in 
the market. So that’s mixed news from the heavy-duty truck and trailer segment.  

Packaging, not much of a change, really. North America minus 1% to 0%. We see carbonated soft drinks coming down, minus 1% to 
minus 2% and the beer segment gaining and partially offsetting that.  

Europe, 1% to 2%. Mainly Western Europe growth and partially offset by downward pressures in Eastern Europe and China 5% to 
8%. This is based also on the more conservative projections from the fillers given in light of their little bit more conservative 
economic expectations.  

Building and construction, as the next segment, in North America we see a continued recovery with 4% to 6% growth. The leading 
indicators are positive but a little volatile. Nonresidential contract awards up 8.6%. Architectural building index is volatile. We’ve 
seen seven positive months, four negative months but housing starts is up almost 11%.  

In Europe we see a mixed picture but we believe an overall 0% to minus 2%. Outlook obviously varies from country to country. In 
China, a growth from 3% to 5% and this is coming down a little bit from the 4% to 6% growth that we’ve seen in 2015, obviously 
due to the softening of the economy in general.  

Industrial gas turbines, our last segment here I want to cover, 2% to 4% increase driven by higher value-add products, new high-
efficiency turbines and advanced technology. The 60-Hertz market is doing very well, 17.9% year to date. Demand also coming from 
spares and component upgrades of existing turbines. And we’ve also seen that the heavy duty 50-Hertz gas turbine market is starting 
to show some life again, with 2.4% up year to date in September globally.  

So much about the end markets, let’s now focus on our businesses. To give you a better feel for the two Companies that you will be 
seeing at the end of this year, I have structured the presentation in an upstream part and value-add part so that you can more easily see 
what’s going on in each of the segments.  

Let me first remind you on the upstream, what is in the upstream. And to repeat some of the things that we have newly put out here 
today, we believe that aluminum demand is going to continue to increase also in 2016 by 6%. We continue to believe that aluminum 
demand is going to double from 2010 to 2020. And to a market that we’re now also catering to through the changes that we’ve made, 
the third-party bauxite market, we believe, is going to double by 2025.  

When you look at the portfolio that’s going to be in upstream, it’s a pretty attractive portfolio. We’ve got the largest and lowest cost 
bauxite mining position in the first quartile, largest, most attractive alumina position in the first quartile. Substantial energy assets that 
we’ve been able to flexible-ize so we can use them independent of what we’re doing with our businesses there. And we optimized our 
smelting capacity and continue to talk about it and we’re improving to get it into a better position in the second quartile.  

The cast houses are pumping our more value-add products than ever before. And we are very committed here to a disciplined capital 
allocation and prudent return on capital for the shareholders.  

So let’s take a look at what we have been able to accomplish in this business over the last years. Let’s take a little bit of a longer-term 
perspective. In this case we chose from 2010 to 2015.  

If you look at the left hand side you actually see there on the upper end, what has been the aluminum price and the alumina price. 
2010 was not really a year of glory. The year of glory was really more than the 2008 year where aluminum pricing was $3,200 [Alcoa 
correction: $3,000] at its height. Even since then, prices have come down further as you can see here, alumina by 6% and aluminum 
by 16%. In total, this has eaten up revenues in the magnitude of $1.3 billion. 



In spite of this, we have been able to keep the profitability basically on the same level, from $1.9 billion in spite of all the headwinds 
to $2.0 billion in 2015. And you can see here — I’m not going to go through all of this — you can see here what have we done. 
We’ve basically used every lever that you can think of, fixing, selling,  
  

8 
  
THOMSON REUTERS STREETEVENTS  |   www.streetevents.com   |   Contact Us
  

© 2016 Thomson Reuters. All rights reserved. Republication or redistribution of 
Thomson Reuters content, including by framing or similar means, is prohibited 
without the prior written consent of Thomson Reuters. ‘Thomson Reuters’ and the 
Thomson Reuters logo are registered trademarks of Thomson Reuters and its 
affiliated companies. 



 
  
curtailing closing, changing the portfolio, margin growth, all of this we’ve done. And just to give you one idea, once all the 
announced refinery and smelting curtailments or closures are completed 25% of our refining capacity and 42% of our smelting 
capacity will either be closed or curtailed or sold.  

In addition to that, this all would not have been achieved if we wouldn’t, every year basically, not have let our eyes off productivity. 
We’ve achieved over this period of time 2.8% of productivity improvement. Again, that’s just the picture here for the upstream.  

So I hope you agree with me that this has been a pretty good track record to drive profitability, and we have all intention to continue 
that as you’ve seen in 2015. This is just the list of the portfolio improvements that we’ve done in 2015. And I assume that you have a 
full understanding that this is not easy to achieve, all of these closures, curtailments, that we have been able to do there. So we very 
much expect to meet or exceed our 2016 cost curve targets, which is to get smelting to the 38th percentile and refining to the 21st 
percentile.  

So we also launched, in light of all of this and in the spirit of what we’ve always done here, we’ve launched an upstream 
improvement program. And the upstream improvement program has the target of $600 million for 2016. And it has those components 
that you can see in here, $100 million are coming from the business programs, $400 million out of procurement, $50 million from 
overhead reductions and $50 million also from margin improvement.  

I’m not going to go through all of these levers. That’s what we have launched and that’s what you will see tracked in the usual 
fashion with all the degrees of implementation.  

Let’s also go to the value-add side and let’s take a little bit of a deeper look. On the value-add side what type of a Company is that? 
It’s basically an advanced multi-material product and solution provider. It caters to a number of growth markets like aerospace, 
automotive, building and construction, probably the biggest ones.  

It leads through innovation. We are continuously shifting to higher value-add products has robust margin and has investment 
opportunities above the cost of capital.  

The midstream, which we call GRP, consists of aerospace and automotive products, basically structural products, brazing and 
commercial transportation and industrial, micromill products, which is just ramping up, global packaging. Then we come to the EPS 
side which is power and propulsion, fastening systems and rings, forging and extrusion, titanium and engineered products. And then 
our TCS business with building and construction and wheels and transportation systems. So that’s what we are talking about.  

So when you look at those, have a lot of different businesses in there. You could ask yourself the question, is there anything that 
holds these businesses together? And the answer is, yes, there’s a lot that holds these businesses together.  

This is the magic sauce that holds the businesses together. Technology, there’s a lot of joint technology that holds this together. 
Talent, we just done here a calculation of what has happened in the last years and 80% of the internal moves from a certain level on, 
for the moves have been filled internally. Only 20% externally, which I think is a very, very good indication for a good talent 
management process.  

On the procurement side we have $6.6 billion of volume in the value-add companies. Enough size and scale for professional 
procurement and there’s also substantial overlap between the suppliers.  

Last but not least, on the customer front, 65% of the revenues from the top 10 customers overlapped. We are having and pursuing a 
cross-business key account management. You saw, actually, the results of that coming through in the good contracts that we have 
been able to gain. Our Net Promoter Score, we measure everything and with this we measure also the customer engagement, with Net 
Promoter Score has increased four times since 2010.  

And also on the disciplined execution side, we continue to use our degrees of implementation. We currently have about 12,000 
actionable ideas and they’re broken down into these categories: 9,800 productivity and so on. This is what holds this together.  

Let’s also talk a little bit about what’s going on on the aerospace side. And those that have followed us over the last years have seen 
that through innovation and acquisition we have created a very strong portfolio of aerospace products, systems and solutions. What 
you see here in this little puzzle because these pieces very, very nicely fit together. It’s composed today of a full-service titanium mill 
and fabricated products, high-performance engine casting, innovative fastening systems, jet engine rings and forging, advanced 
aerospace structures.  



And the customers have responded very positively. But the most important thing is that you see that also reflected in their direct 
response. They’ve recognized it by — and validated our strategy — by making 2015 a banner year for large orders, large contracts. 
$9 billion of orders. This is more than twice the amount that we got in the year before and you see some of those listed down below 
here.  
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So when you look at — can we have the next picture — when you look at what does that all do. And here you see a breakdown by the 
major jet engine types. What does that do, and some of you have seen these pictures of the before status.  

What we’ve done here now is we now plotted in there what do these new contracts, what additional position do these new contracts 
give us. You can see always on the left hand side what our previous position was and on the right hand side what our new position is. 
And you can see, with the bubbles there it’s all going up. This is very, very nicely, so we’re basically growing our share.  

But what is even more beautiful — and obviously you will probably take a little bit more time to study this — but actually even more 
beautiful is when you look, for instance, at the high-volume platforms like the CFM56 going into the 737 and the A320, so the high 
volume ones. And you look at number one, we are increasing our share in the CFM56 by 58%.  

But then, when you look at going over to the Leap X, for instance, the share from that position, improved position, is going up 100% 
and also has an RTI component in there which is pretty unique through the entire aluminide that goes into the Leap X. And that goes 
onto the 737 Max and to the A320 NEO, so the two big work horses of the future.  

And you see a similarly nice increase on the Pratt and Whitney 1100G, that is one of the engine options also for the 320. The rest I 
leave you for digestion.  

And I have a similar slide here which now shows this aggregated on the aircraft types. And here you see it’s a similar positive picture. 
I’m only going to show you here — going to go into the 737 Next Generation and to the 737 Max. And you see a similar thing, we’re 
increasing our share in the Next Generation, NG, by 17% and then another 29% from that improved position. And when you look at 
the Airbus situation, pretty similar on the A320, going up 3% on the current version and then 51% going forward to the NEO. That’s 
very nice.  

If you also take larger perspective and say, well, what is really the track record of the value-add business. What have they really 
achieved? This is a track record from 2008 to 2015. You can see here — a little bit of a complicated chart — but you can see here on 
the left-hand side the profits have increased from $1.2 billion to $2 billion and a profitability of 8% up to 15%. So a margin 
improvement of 700 basis points.  

What has happened? A lot has happened in the middle. Excess acquisitions, organic growth and innovations in pretty much every one 
of the businesses. And also what has happened is $4.4 billion of productivity over the years. And that’s a common theme.  

Also for the value-add business we are launching a business improvement program for 2016 that has the target of $650 million and 
it’s broken down into those three levers: business programs that are going to get $370 million, procurement $230 million and 
overhead is going to get $50 million.  

So let me conclude also with an update on our planned separation. What have we been able to do on the fourth quarter? Obviously the 
list is very long. We basically had to summarize this here. We built the separation program office to manage the separation. The 
reason for this is to keep this out of the businesses, so basically to have the businesses focus on the business and the customers.  

And you see that this is working out well. We are not losing sight of catering to our customers and making this a pleasant and 
successful experience for them to deal with Alcoa.  

We’ve also announced the executive teams for both of the firms. We decided that both firms are going to be US-domiciled. And we 
launched in the improvement programs that I already talked about, including an overhead program across Alcoa that has a total 
impact for two years of $225 million and $100 million in 2016.  

Then in this first half to 2016, we will launch, as the next thing, a new value-add brand name. We are working through already 
separating the partner and supplier contracts and most importantly, the Form 10 filing will come out. That has a lot of very, very 
important decisions in there. And that’s what we’re currently working on. And then the second half of 2016 the Form 10 will be 
approved and we will also do the separation of IT which is a big deal, and the financing and then we will begin trading. So that’s all 
pretty exciting.  

Last but not least, let me summarize here. We are on track with the separation. We are pulling all levers on the upstream side to 
improve our profitability. On the value-add side we are geared for more profitable growth, significantly in auto and aero. We have 
robust business improvement programs in place for 2016 and we are completing the separation in the second half of this year. With 
this, let’s go to Q&A.  



QUESTION AND ANSWER  
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Operator  

(Operator Instructions)  

Your first question comes from the line of David Gagliano with BMO Capital Markets. Your line is open.  
    
David Gagliano - BMO Capital Markets - Analyst  

Great, thank you for taking my questions. I wanted to focus in on the targets, specifically in the EPS segment, and I wanted to compare it to the 
Investor Day two months ago. If we look back two months ago, I think the target for the EPS business was $7.2 billion in revenues, EBITDA 
margin of 23%. That would imply EBITDA of $1.7 billion.  

But when I back into the EBITDA based on the Q1 guidance for ATOI, it looks to me like Q1 EBITDA for the segment will be, at best, $300 
million. So obviously that means quarterly EBITDA needs to increase quite a bit in Q2 through Q4, probably over 50%.  

So my questions are, number one, do you stand by the $1.7 billion EBITDA target for 2016? That’s my first question.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Well, Dave, look, I said it already with my first slide. When you look at the larger picture here, we have built out our aerospace offering through 
innovation, as well as through acquisitions. This has helped us, for instance, to win those $9 billion of contracts and substantially strengthen our 
position that we have in the aerospace market and that we will have also when we go into the separation.  

That said, Firth Rixson is operationally behind and RTI is ahead of plan. We are expecting to address these issues. We are addressing them. We 
are on the course of bringing Firth Rixson up to the standards of the Alcoa basic operation system and also ramping up the new and emerging 
technologies and realizing all the benefits that are there.  

On RTI, as I said, we are ahead of our plan. You will also see this coming through in the numbers once we are done with the purchasing 
accounting here, which is pretty much now. So that’s where we are.  
    
David Gagliano - BMO Capital Markets - Analyst  

Okay. Just to clarify, that’s a pretty big delta between what was communicated in November, specifically for that segment, and the run rate in 
Q1. So what I’m trying to figure out, and I think a lot of us are assuming that that EBITDA number is achieved in the EPS segment. So really 
what I’m trying to figure out is, should we be rethinking that full-year target? Or should we expect meaningful EBITDA growth in Q2 through 
Q4 for this business, sufficient enough to hit the $1.7 billion EBITDA target?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

We’ve shown you also in the Investor Day, what the team is working on. There’s a whole host of things that the team is working on, from putting 
more productivity in place to capturing the synergies. We are actually on a very, very good course capturing the synergies, from gaining more 
market share there, from getting the operational availability of the equipment up to the level that we are used to, and that’s all happening. That’s 
all happening. Dave?  
    
David Gagliano - BMO Capital Markets - Analyst  

Okay, all right. I will just leave it at that, then. Thank you for the —  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  
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Thank you, Dave.  
    
Operator  

Your next question comes from the line of Timna Tanners with Bank of America Merrill Lynch. Your line is open.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

Hey, good afternoon.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Hey, Timna.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

So Dave asked, I think, a really important question. I wanted to follow up with the other one I keep hearing people asking me, which is about 
the alumina segment. Fully appreciate that Alcoa is way ahead of everyone with cutting production and taking that very seriously and that the 
Chinese should cut more production.  

My fear is — and I’m hoping if you can elaborate a little bit — my fear is that if we plug in the $200-ish alumina price into the first quarter 
and beyond, a lot of downside to results. If you’re cutting back volume that helps lessen your exposure. But what else can you do if the 
Chinese don’t cut production? Can you talk to us about other cost cutting, other levers, that you can pull? And any confidence you have that 
the Chinese might this time rationalize, like they’re suggesting?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

I’ll start by addressing it and I’m sure Klaus will jump in, Timna. Clearly, we’re going to take capacity off at Point Comfort. We’ve already 
curtailed the capacity at Suriname. Those were the two that were the biggest drags on profitability.  

We are going to go heavily after raw materials to take cost out there, go after significant productivity improvements year over year and also 
try to drive our spend down on MRO and services. On the remaining facilities, a very aggressive cost cutting program.  

And Klaus also alluded to an overhead program that the upstream Company will be going after, along with value-add. But the upstream, given 
the market conditions that we’re in, will be going after the overhead restructuring very heavily also.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

Okay. If Klaus wanted to jump in, that’s cool. The only other follow-up I would have is, also getting a lot of questions about how the debt will 
be allocated. I know you’ve said that most of all would be put on the downstream. But do you have any further insights on what you might do 
with the pension and under-funded healthcare liabilities?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Timna, nothing has changed in our intentions compared to what we’ve said before.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  
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And recall what we said on Investor Day. If there’s a clear connection with the business, for instance active pensions, they go along 
with the business. So active employees go along with the business that they’re going to. Environmental liabilities, things like that, 
clearly anything that’s tied directly to the business, we’ll allocate it to the business. And then from there, we haven’t determined the 
capital structures yet.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

Okay, thanks for the help.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Thanks, Timna.  
    
Operator  

Your next question comes from the line of Brian Yu with Citi. Your line is open.  
    
Brian Yu - Citigroup - Analyst  

Thanks and good afternoon.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Hello, Brian.  
    
Brian Yu - Citigroup - Analyst  

Hey. So my first question is, this goes with Dave’s earlier bit is with Firth Rixson, you said it’s behind plan. Could you give us a little 
bit more detail? And then also, what does this mean in the context of the $350 million EBITDA target originally set for 2016?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Happy to elaborate a little bit. First, you have to always put this in the larger context of what has this achieved for us. Not just Firth 
Rixson, but the total build-out through innovation as well as through acquisitions. It has strengthened our aerospace portfolio. It has 
created an aerospace portfolio. It has given us — it has doubled — Firth Rixson alone has doubled the content on jet engines and has 
given us a full range, basically, of global aero engine forgings, critical-rotating, light-limiting disk shafts, isothermal processes. All of 
this we didn’t have before.  

RTI has given us access to titanium, to the mid- and downstream titanium. As I said, RTI is ahead of plan, performing better than 
what we have expected.  

So if I look at the first year of full ownership of Firth Rixson, I have to be very clear. It’s not meeting our expectations, and this is 
mainly due to the operational issues and some technological issues.  

Now, the good news of this is we know how to do these things. We know how to manage this. We know how to make sure that 
critical assets are run in a way that their operational availability is on par with what we are used to at Alcoa. This is partially an issue 
of lack of maintenance and bringing maintenance to the right levels and an understanding on how to run it.  

At the same time, when it comes to technology, frankly, if you know that isothermal technology is a challenging one, the starting 
point was not where we expected it. At the same time, we are leveraging our own resources, our own technical resources and to speed 
up the process of bringing this up. We had a little bit of that already in our mind when we structured the deal. The way we structured 
the deal is we built in $150 million of an earn-out provision that was entirely tied to the isothermal process, milestones on the 
isothermal process [Alcoa correction: tied to the financial performance of the Firth Rixson Savannah, Georgia facility]. And given 
where this is at this point in time, I am not optimistic, or this $150 million will not be paid out.  
  



13 
  
THOMSON REUTERS STREETEVENTS  |   www.streetevents.com   |   Contact Us
  

© 2016 Thomson Reuters. All rights reserved. Republication or redistribution of 
Thomson Reuters content, including by framing or similar means, is prohibited 
without the prior written consent of Thomson Reuters. ‘Thomson Reuters’ and the 
Thomson Reuters logo are registered trademarks of Thomson Reuters and its 
affiliated companies. 



  
  
I rather wish to pay them out, to be honest. That’s reality there. I wish I could, Brian, and I — Dave asked me basically the same question. I 
wish I could give you a more specific one on this. We’re really working through this as we speak, and you’ve seen the team. Both of you have 
seen the team at Investor Day. It’s not for lack of focus. The team’s working extremely hard on it. We have a lot of good ideas, and the ideas 
are coming through, but you, at the same time, have to be realistic. We had a very aggressive target, and I think that we will update you on 
when we will achieve this as we go, Brian.  
    
Brian Yu - Citigroup - Analyst  

Okay. Second one, on the aerospace revenue. The slide deck, you said the industry’s growing at 8% to 9%. You guys have also added about 
$9 billion of long-term contracts.  

At the same time, the deck also mentioned there’s inventory management at OEMs. I’m trying to put all these pieces together, and what do 
you think is your EPS revenue growth going to be on a like-for-like basis in 2016? Can you give us a range?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Look, you have two slides in there basically, one for the engines and one for the structures, that have the content of us for every one of those. 
So the only thing that you basically need is now the build rates and that gives you that number.  

And by the way, on the inventory thing, this is very particular, but I think Bill said it right. It’s particularly with one of the customers who 
prepared themselves for being well-equipped for the start-up of their new platforms. This typically goes in line with buying a little bit too 
much and they are currently going through this. So this is nothing that, at least for us, is of longer-term or even of midterm concern.  
    
Brian Yu - Citigroup - Analyst  

All right, thanks.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Yes, Brian, thank you.  
    
Operator  

Your next question comes from the line of Justin Bergner with Gabelli & Company. Your line is open.  
    
Justin Bergner - Gabelli & Company - Analyst  

Good afternoon, Klaus. Good afternoon, Bill.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Hey, Justin.  
    
Justin Bergner - Gabelli & Company - Analyst  

My question relates to the business improvement plan of about $1.25 billion. How much of that should I think is similar to productivity gains 
that you generated in 2015? How much of that relates to activities beyond productivity gains?  
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Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Well, the interesting thing is that when — I have it in one of my slides here. We have three categories that we track in our DI system 
and we also have, not just cost productivity in there, we also have growth actions and we have asset management actions. Obviously, 
the asset management actions only have an impact on the cash side, but that’s one of the reasons why you see such strong cash 
performance. So that we manage that in the same way, we just don’t talk about it that much.  

But the growth actions and the productivity actions has been the part of the structure all the time. You should assume that this is 
pretty much the same logic that we are following, also the same logic in terms of how we are tracking these things. We have, what I 
call, the degrees of implementation logic. Basically, we currently have for value-add 12,000. I don’t know, Bill, whether you know 
the number. It’s probably also in the same magnitude. I believe we have about 20,000 in the system. So roughly 12,000 also in the 
system for the upstream, which is giving us the comfort of understanding that these 600 or 650, respectively, are doable. And we 
have, as I mentioned at the last point, we have also done a very substantial program in terms of overhead reduction, which we manage 
separately, but it’s part of the numbers that I gave you. We manage it centrally.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

To be clear, Klaus, just so I do have the numbers in front of me, The value-add Co has around 12,000, the upstream Co has around 
6,000.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

6,000. This is the new year. Okay, good. They have work to do.  
    
Justin Bergner - Gabelli & Company - Analyst  

Okay, thank you. But how much of that would be incremental to the gains that you’ve called as productivity in 2015.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

All of them. All incremental. All incremental.  
    
Justin Bergner - Gabelli & Company - Analyst  

Okay. It’s beyond productivity?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

In both cases, it’s largely productivity, year-over-year savings, on top of the productivity that was accomplished in 2015.  
    
Justin Bergner - Gabelli & Company - Analyst  

Okay, thank you. My second question, if I may, are you going to articulate cash flow goals for 2016? And if cash flow is challenging, 
given the challenging macroeconomic backdrop, what are your plans for generating additional liquidity as needed into the separation? 
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Right. We have historically provided a cash flow goal. Given the fact two things that are going on this year that prevented us from 
providing a cash flow goal, first is going into the separation, there will be separation costs associated, and so we’re looking at that. 
And then secondly, the volatility in the markets makes it very, very difficult to provide a firm cash flow goal in 2016. So we’ll 
continue to work through that.  
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You saw that we generated over $400 million of cash this year. Just to be clear on that, that included a negative impact of $300 million that we 
made on the prepayment in Australia. That was also at a significantly lower metal price than what when we had set the target. We’ll continue in 
2016 to do all the same things that we did in 2015. And that is, productivity increases, driving down working capital and limit capital 
expenditures to critically important capital for both sustaining and growth.  
    
Justin Bergner - Gabelli & Company - Analyst  

Okay, thanks. And any comments on the question of liquidity into the separation as needed?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Yes. As we go into the separation, we will continue to do all the things that we talked about and are confident that, as Klaus had alluded to 
earlier, that the separation is on track. So no real concerns there.  
  
  
Justin Bergner - Gabelli & Company - Analyst  

Thank you.  
    
Operator  

Your next question comes from the line of Paul Massoud with Stifel. Your line is open.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

Hi, everyone, good afternoon. Thanks for taking the questions. I guess —  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Hello, Paul.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

I had a question on the smelting portfolio review. Obviously, you’ve done a lot of work. You’re aiming towards having 2.1 million tons in 
smelting capacity by the middle of 2016. This quarter we saw an increase in EBITDA in that business.  

Once you’re all said and done, are you happy with where the portfolio is at, given the current commodity price environment? Put another way, 
are there still operations out there today that are in negative EBITDA territory?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

The answer is yes. And we are working, as we always have done these, to make sure that also the restructuring is done with an eye on the value 
creation for the shareholders.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

And if I could add just a little bit to that, recall that we have a smelting portfolio that sits, on average, in the second quartile of the cost curve. So 
that would tell you that we have some very, very strong assets globally in places like Canada, Norway, Iceland, the world’s lowest cost smelter, 
25% ownership in Saudi Arabia. And so there is a core set of assets that are very, very strong in the smelting portfolio.  
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Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

It’s more than half of the — 1.7 million tons.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Yes, given the fact that we’re running around 2.1 million metric tons (multiple speakers), it has really gotten to the point where the 
operating capacity is a fairly strong set of assets.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

But that also gives you the answer of how much capacity is still on the radar, I would say.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

I appreciate that, thanks for the color. The second question I had was on GRP. You’re talking about flat year-over-year ATOI in the 
business, despite the step-up that we’re seeing in revenues coming in from the auto side. I can appreciate that you’ve got costs 
elevated as a result of the Tennessee ramp-up. At what point do we start to see — and we’ve seen EBITDA step up, but at what point 
do we start to see ATOI really move up?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

No, you have to also keep in mind that we actually restructured the portfolio. We closed two mills in Australia. We sold the mill in 
Russia. And we sold the two mills in Spain, one mill in France. That all goes out as volume. That all goes out as volume. Have you to 
adjust it to volume.  

And also you have to look at — you can’t just look at the revenues there because they get massively impacted by the pass-through of 
metal. The real good indicator, to give you a feeling for what’s going on in our midstream business, is to look at the conversion 
margins. So basically the EBITDA per metric ton. When you look at the EBITDA per metric ton, you actually see that there is a 
substantial uptick that we’ve seen over the last quarters.  

And this shows you that our move with multiple actions, auto is just one. I know that auto is always on the mind. But those portfolio 
actions that we have taken also were much in light of doing the same thing, shifting to higher-value, shifting to higher-margin 
products. And that’s what we will continue to do there.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

Okay.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

And if you don’t mind, one last comment on GRP. The guidance that we provided is flat year over year. Remember, that includes a 
negative impact from the cold-metal strategy that we are putting in place in Warrick. In part, that’s part of the separation of the 
Company because we are putting the Warrick rolling mill in a position to be able to run without the smelter.  

So exclusive of that impact, we would see ATOI growth year over year. And as Klaus alluded to, the really two things going on 
within GRP, aerospace and auto continuing to be strong, if not stronger, and the packaging business continuing to see pricing 
pressures.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Yes, exactly.  
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Paul Massoud - Stifel Nicolaus - Analyst  

Thank you. One last question. It’s a longer-term thought. You’re qualifying the material at the micromill, 8 or 9 companies as of the last 
conference call that are looking at it, in addition to —  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

12 now.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

12 companies, yes. Does the micromill imply that we’re no longer going to see any more Tennessee-type conversions where you take an old 
packaging facility and convert? Is that what you’re hoping will ultimately be the case? Or is there room for growth in both?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

There’s room — I would say there’s room for a Tennessee scenario with a micromill. You can see some combinations of this where you put a 
micromill in front of something and use this. Or you could put a micromill behind a smelter, because the capabilities of the micromill, don’t just 
think of micromill for automotive applications, think of it for other applications.  

What the micromill really needs is a high-volume application. Other than that, it’s highly, highly flexible. This time I actually decided not to talk 
so much about micromill.  

That’s the cool thing about micromill, it will clearly change the way the rolling world works. At the same time, it also allows — and that’s 
probably the more interesting thing, it allows to attack steel in a more dramatic way. We believe now that the market size there is $8.3 billion.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

$8.3 billion of addressable market.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

That currently is not addressable with the aluminum materials that one can make. But with micromill, this is addressable.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

Thanks for taking the questions, I appreciate it.  
    
Operator  

Your next question comes from the line of Josh Sullivan with Sterne Agee. Your line is open.  
  
  
Josh Sullivan - Sterne, Agee & Leach, Inc. - Analyst  

Good afternoon.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  
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Hey, Josh, afternoon.  
    
Josh Sullivan - Sterne, Agee & Leach, Inc. - Analyst  

Can you just expand on the inventory overhang in aerospace with the one customer? Is it any specific area such as fasteners or aero 
structures or engines? And then what do you think the duration of that overhang is?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

I think the duration is a relatively short duration. We are really seeing varying degrees of inventory adjustment. One is basically 
because — and that’s mainly Boeing — the efforts of consolidating major OEMs in the air freight market. And then one other is 
basically the decreasing build rates of selected aircraft platforms. This will impact basically specific product lines there.  

So as I said, that’s nothing that we see as a mid- or longer-term worry. This is really something more for the next quarter to know 
when the total sales are out.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Yes, keep in mind to put it in perspective of the strength of long-term growth of large commercial aircraft. It’s a short-term 
phenomenon.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

I would say, asking for which products are more affected, it’s probably fasteners and extrusions that are most affected by it.  
    
Josh Sullivan - Sterne, Agee & Leach, Inc. - Analyst  

Okay. That’s typically seen as a build-up. One follow-up on GRP. At the Analyst Day you had mentioned potential for canned sheet 
imports to pressure the business. Have you seen any new import pressure in that market?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Not really. I would say one should not over-estimate the import pressure. The general situation is an over-supply in the marketplace 
and therefore, price pressure. The import part, particularly when you think about China, is a small add-on to it. But Europe obviously 
also has an overhang, and we’ve seen some of that coming over. But the general problem is the over-supply in the market putting 
price pressure on.  

The second issue I see there is lack of differentiation potential. Because in a way, it has become a very commoditized product. A lot 
of people can make it, which is clearly the indication that it is commoditized.  
    
Josh Sullivan - Sterne, Agee & Leach, Inc. - Analyst  

Okay, thank you.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Josh, that’s the reason why we’re trying to move further into differentiated products also on GRP. And that’s the reason why we 
converted Tennessee successfully over from a one-trick packaging pony into this double-trick pony. And it’s currently tricking more 
on the automotive side, and that’s the good thing. We’re ramping up and are sold out. You will see it coming through already in the 
next quarters. By the end of the year, you will see a very, very strong Tennessee impact also, much as we see the impact from 
Davenport automotive reflected in the earnings increase in the midstream.  
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Josh Sullivan - Sterne, Agee & Leach, Inc. - Analyst  

Okay, thank you for that.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Thank you, Josh. Next question.  
    
Operator  

Your next question comes from the line of Michael Gambardella with JPMorgan. Your line is open.  
    
Michael Gambardella - JPMorgan - Analyst  

Yes, good evening.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Mike, hello, good evening.  
    
Michael Gambardella - JPMorgan - Analyst  

Just have a question with the separation. Have you been in talks with the PBGC, the Pension Benefit Guarantee Corporation? I would assume 
they guarantee all of the defined-benefit pension plans that you have in the United States and would have something to say about the capital 
structure of the Companies when they separated.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Absolutely, Mike, and so I’ll address that one. You hit on it exactly. That’s one of the reasons why we can’t necessarily give you definitive 
answers on the capital structures at this point, because we are in discussion with the PBGC. You understand, as you well alluded to, that is a 
requirement in this type of a transaction. And so, yes, we have initiated that discussion with the PBGC.  
    
Michael Gambardella - JPMorgan - Analyst  

So will the PBGC, at the end of the day, will they dictate what the capital structure will be of the split in the Companies?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

They won’t dictate it, Mike, it will be a dialogue. But ultimately, we want to do the right thing for our pensioners and our employees. And so 
we will be working with the PBGC to ensure that we do that.  
    
Michael Gambardella - JPMorgan - Analyst  

Is it a fair statement to say that the majority of the US pension plans go with the upstream business?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  
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Yes, I think it’s fair to say at this point that we’re in discussions with the PBGC and it’s early in the process. So why don’t you let us 
work through that and in the Form 10 we will make it clear.  
    
Michael Gambardella - JPMorgan - Analyst  

Okay, thanks, Bill.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Sure.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

All right, okay, I think this is really all the time we have today and obviously, we have more time in the next weeks and separate 
discussions here. So let me characterize the quarter again. I think it’s a solid quarter, reflects all the actions that we’ve taken.  

We really have two different things here on the value-add, good things happening on the aerospace, record sales, major new contracts, 
midstream higher margin, profitability up, automotive deliveries up. And then at the same time on the upstream side, massive 
headwinds. We’ve reshaped the portfolio with the upstream is standing firm and remain profitable.  

We have, and continue to have, strong productivity. You’ve seen $1.2 billion last year, cash generation was excellent. One thing I can 
absolutely assure you, we are laser beam focused on controlling what we can control. And we are fully on track with the completion 
of our separation in the second half of 2016. So thank you very much for calling in, and have a great day.  
    
Operator  

This concludes today’s conference call. You may now disconnect.  
  
  

  

  

      
DISCLAIMER  

Thomson Reuters reserves the right to make changes to documents, content, or other information on this web site without 
obligation to notify any person of such changes.  

In the conference calls upon which Event Transcripts are based, companies may make projections or other forward-looking 
statements regarding a variety of items. Such forward-looking statements are based upon current expectations and involve risks 
and uncertainties. Actual results may differ materially from those stated in any forward-looking statement based on a number of 
important factors and risks, which are more specifically identified in the companies’ most recent SEC filings. Although the 
companies may indicate and believe that the assumptions underlying the forward-looking statements are reasonable, any of the 
assumptions could prove inaccurate or incorrect and, therefore, there can be no assurance that the results contemplated in the 
forward-looking statements will be realized.  

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE 
APPLICABLE COMPANY’S CONFERENCE CALL AND WHILE EFFORTS ARE MADE TO PROVIDE AN ACCURATE 
TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORTING OF 
THE SUBSTANCE OF THE CONFERENCE CALLS. IN NO WAY DOES THOMSON REUTERS OR THE APPLICABLE 
COMPANY ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON 
THE INFORMATION PROVIDED ON THIS WEB SITE OR IN ANY EVENT TRANSCRIPT. USERS ARE ADVISED TO 
REVIEW THE APPLICABLE COMPANY’S CONFERENCE CALL ITSELF AND THE APPLICABLE COMPANY’S SEC 
FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS.  

© 2016 Thomson Reuters. All Rights Reserved.  



21 
  
THOMSON REUTERS STREETEVENTS  |   www.streetevents.com   |   Contact Us
  

© 2016 Thomson Reuters. All rights reserved. Republication or redistribution of 
Thomson Reuters content, including by framing or similar means, is prohibited 
without the prior written consent of Thomson Reuters. ‘Thomson Reuters’ and the 
Thomson Reuters logo are registered trademarks of Thomson Reuters and its 
affiliated companies. 



4th
Q

uarterEarningsC
onferenceJanuary

11
2016

Exhibit99
2



Forw
ard-Looking

Statem
entsThis

presentation
containsstatem

ents
thatrelate

to
future

events
and

expectationsand
as

such
constituteforw

ard-looking
statem

entsw
ithin

the
m

eaning
ofthe

PrivateSecuritiesLitigation
R

eform
A

ctof1995
Forw

ard-looking
statem

entsinclude
thosecontaining

such
w

ords
as

“anticipates”
“believes

”“could
”“estim

ates”
“expects

”“forecasts
”“goal”

“intends”
“m

ay
”“outlook

”“plans
”

“projects
”“seeks”

“sees”
“should

”
“targets”

“w
ill”

“w
ould

”orotherw
ordsofsim

ilarm
eaning

A
llstatem

ents
thatreflectA

lcoa’s
expectations

assum
ptions

orprojections
aboutthe

future
otherthan

statem
entsofhistoricalfact

areforw
ard-looking

statem
ents

including
w

ithoutlim
itation

forecastsconcerning
globaldem

and
grow

th
foralum

inum
supply/dem

and
balances

and
grow

th
ofthe

aerospace
autom

otive
and

otherend
m

arkets;statem
entsregarding

targeted
financialresults

oroperating
perform

ance;statem
entsaboutA

lcoa’sstrategies
outlook

businessand
financialprospects

and
A

lcoa’sportfolio
transform

ation;and
statem

ents
regarding

the
separation

transaction
including

the
future

perform
ance

ofV
alue-A

dd
C

om
pany

and
U

pstream
Com

pany
ifthe

separation
is

com
pleted

the
expected

benefits
ofthe

separation
the

expected
tim

ing
oftheForm

10
filing

and
thecom

pletion
ofthe

separation
and

the
expected

qualification
ofthe

separation
asa

tax-free
transaction

Forw
ard-looking

statem
entsare

notguaranteesoffuture
perform

ance
and

are
subjectto

risks
uncertainties

and
changesin

circum
stancesthatare

difficultto
predict

A
lthough

A
lcoa

believes
thattheexpectationsreflected

in
any

forw
ard-looking

statem
entsare

based
on

reasonableassum
ptions

itcan
giveno

assurance
thatthese

expectations
w

illbe
attained

and
itis

possible
thatactualresultsm

ay
differm

aterially
from

those
indicated

by
these

forw
ard-looking

statem
ents

due
to

a
variety

ofris
consum

ing
orcostly

than
expected

w
hich

could
resultin

additionaldem
andson

A
lcoa’sresources

system
s

proceduresand
controls

disruption
ofitsongoing

businessand
diversion

ofm
anagem

ent’s
attention

from
otherbusinessconcerns;(g)m

aterialadverse
changesin

alum
inum

industry
conditions;(h)deterioration
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lcoa’sfinancialstatem
entsprepared

in
accordance

w
ith

accounting
principlesgenerally

accepted
in

theU
nited

StatesofA
m

erica
(G

A
A

P)
C

ertain
ofthese

data
are

considered
“non-G
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m
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lum
ina

profitable
and

Prim
ary

M
etals

adjusted
EBITD

A
/M

T
im

proved
by

$26/M
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across
allsegm

entsFree
Cash

Flow
:$467M

;Cash
from

O
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m
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B
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entw

ith
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R
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U
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)capacity
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reconciliations
Positioning

Tw
o

Strong
Com

panies



W
illiam

O
plingerExecutiveV

ice
Presidentand

C
hiefFinancialO

fficerJanuary
11

2016



Incom
e

Statem
entSum

m
ary

$
M

illions
exceptalum

inum
prices

and
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($/M
T)$2

578
$1

901
$1

799
($779)($102)R
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e

perD
iluted

Share
excl

SpecialItem
s

$0
33

$0
07

$0
04

($0
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+
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M
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year-over-yearexcluding

divestitures/closures
(-15%

)
low

erm
etalpricesand

currency
(-16%

);dow
n

25%
year-over-yearEBITD
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&
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softalloy
extrusionsbusinessfrom

Corporate
into

a
new

Transportation
and

C
onstruction

Solutions
segm

ent(see
the

R
econciliation

ofTransportation
and

C
onstruction

SolutionsA
djusted

EB
ITD

A
foradditionalinform

ation)
Segm

entinform
ation

forallpriorperiodspresented
w

asupdated
to

reflectthe
new

segm
entstructure

(2)Effectivein
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

theresultsoftheG
lobalR

olled
Products

and
Engineered

Productsand
Solutions

(now
Engineered

Productsand
Solutionsand

Transportation
and

C
onstruction

Solutions–
see

footnote
1

above)segm
entsin

orderto
enhance

thevisibility
oftheunderlying

operating
perform

ance
o



R
econciliation

ofA
TO

Ito
C

onsolidated
N

et(Loss)Incom
e

A
ttributable

to
A

lcoa(1)–
Supplem

entalV
iew

(in
m

illions)1Q
14

2Q
14

3Q
14

4Q
14

2014
1Q

15
2Q

15
3Q

15
4Q

15
2015

Totalsegm
entA

TO
I(2)$320

$408
$581

$659
$1

968
$656

$567
$410

$273
$1

906
U

nallocated
am

ounts(netoftax):Im
pactofLIFO

(7)(8)(18)(21)(54)7
36

50
43

136
M

etalprice
lag(2)7

11
38

22
78

(23)(39)(48)(23)(133)Interestexpense
(78)(69)(72)(80)(299)(80)(80)(80)(84)(324)N

oncontrolling
interests(20)(13)(29)(72)(134)(95)(87)(92)(25)(299)C

orporate
expense

(66)(58)(68)(60)(252)(56)(60)(55)(55)(226)O
ther(58)(55)(62)(16)(191)(46)(87)(76)(64)(273)Incom

e
excluding

specialitem
s

98
216

370
432

1
116

363
250

109
65

787
Specialitem

s(3)(276)(78)(221)(273)(848)(168)(110)(65)(565)(908)C
onsolidated

net(loss)incom
e

attributable
to

A
lcoa$(178)$138

$149
$159

$268
$195

$140
$44

$(500)$(121)(1)In
the

third
quarterof2015

m
anagem

entapproved
a

realignm
entofA

lcoa’sE
ngineered

Products
and

Solutionssegm
entdueto

the
expansion

ofthispartofA
lcoa’sbusinessportfolio

through
both

organic
and

inorganicgrow
th

A
portion

ofthis
realignm

entconsisted
ofm

oving
the

Latin
A

m
erican

softalloy
extrusionsbusinessfrom

Corporate
into

a
new

Transportation
and

C
onstruction

Solutions
segm

ent(see
the

R
econciliation

ofTransportation
and

C
onstruction

SolutionsA
djusted

EB
ITD

A
foradditionalinform

ation)
Segm

entinform
ation

forallpriorperiodspresented
w

asupdated
to

reflectthe
new

segm
entstructure

(2)Effectivein
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

theresultsoftheG
lobalR

olled
Products

and
Engineered

Productsand
Solutions(now

Engineered
Productsand

Solutionsand
Transportation

and
C

onstruction
Solutions–

see
footnote

1
above)segm

entsin
orderto

enhance
thevisibility

restructuring
and

othercharges
discrete

tax
item

s
and

otherspecialitem
s

See
the

R
econciliation

ofA
djusted

Incom
e

(Loss)foradditionalinform
ation

N
O

TES
FO

R
CO

R
PO

R
A

TE
A

M
O

U
N

TS:LIFO
and

M
etalprice

lag
–

theseitem
stend

to
offseteach

otherovertim
e

as
the

sam
e

underlying
m

arketconditionstypically
drive

both
am

ounts
N

oncontrolling
interests

–
prim

arily
representsA

lum
ina

Lim
ited’s40%

shareofthe
operating

resultsofthe
A

lcoa
W

orld
A

lum
ina

and
Chem

icalsjointventure
w

hich
principally

com
prisesA

lcoa’s
A

lum
ina

segm
ent

Corporate
expense

–
representsgeneraland

adm
inistrative

expenses
attributable

to
A

lcoa’scorporate
and

businesssupportlocations
as

w
ellascosts

associated
w

ith
A

lcoa’scorporate
research

and
developm

entcenter
O

ther–
includesallotherincom

eand
expenses

notincluded
in

the
segm

ents
prim

arily:postretirem
entbenefitsand

environm
entalrem

ediation
costs

associated
w

ith
certain

closed
ordivested

businesses;variouscorporate
elim

inations
ofinter-segm

enttransactions;certain
corporate

foreign
currency

gainsand
losses;and

the
im

pactofthe
differencebetw

een
the

incom
e

tax
ratesapplicableto

thesegm
entsand

the
consolidated

effective
tax

rate
ofthe

C
om

pany



R
econciliation

ofA
djusted

Incom
e

(Loss)(in
m

illions
exceptper-share

am
ounts)Incom

e
(Loss)D

iluted
EPS(3)Q

uarterended
Q

uarterended
D

ecem
ber31

Septem
ber30

D
ecem

ber31
D

ecem
ber31

Septem
ber30

D
ecem

ber31
2014

2015
2015

2014
2015

2015
N

etincom
e

(loss)attributable
to

A
lcoa

$159
$44

$(500)$0
11

$0
02

$(0
39)R

estructuring
and

othercharges200
30

306
D

iscrete
tax

item
s(1)16

4
187

O
therspecialitem

s(2)57
31

72
N

etincom
e

attributable
to

A
lcoa

–
asadjusted

$432
$109

$65
0

33
0

07
0

04
N

etincom
e

(loss)attributableto
A

lcoa
–

asadjusted
is

anon-G
A

A
P

financialm
easure

M
anagem

entbelievesthatthism
easure

ism
eaningfulto

investorsbecausem
anagem

entreview
s

the
operating

resultsofA
lcoaexcluding

the
im

pactsofrestructuring
and

othercharges
discrete

tax
item

s
and

otherspecialitem
s(collectively

“specialitem
s”)

There
can

beno
assurancesthatadditionalspecialitem

s
w

illnotoccurin
future

periods
To

com
pensate

forthis
lim

itation
m

anagem
entbelievesthatitisappropriate

to
considerboth

N
etincom

e(loss)attributable
to

A
lcoa

determ
ined

underG
A

A
P

asw
ellasN

etincom
e

attributable
to

A
lcoa–

as
adjusted

(1)D
iscrete

tax
item

s
include

thefollow
ing:forthe

quarterended
D

ecem
ber31

2015
acharge

forvaluation
allow

ances
related

to
certain

U
S

and
Iceland

deferred
tax

assets($190)and
a

netbenefitfora
num

berofsm
allitem

s($3);forthe
quarterended

Septem
ber30

2015
anetcharge

foranum
berofsm

allitem
s;and

forthequarterended
D

ecem
ber31

2014
acharge

forthe
rem

easurem
entofcertain

deferred
tax

assetsofa
subsidiary

in
Spain

due
to

a
tax

rate
change

($16)
a

benefitforan
adjustm

entto
the

rem
easurem

entofcertain
deferred

tax
assetsofa

subsidiary
in

Brazildue
to

atax
ratechange

($3)
and

a
netcharge

fora
num

berofsm
allitem

s
($3)

(2)O
therspecialitem

s
includethe

follow
ing:forthequarterended

D
2015

an
unfavorable

tax
im

pactresulting
from

the
difference

betw
een

A
lcoa’s

consolidated
estim

ated
annualeffectivetax

rate
and

the
statutory

rates
applicable

to
specialitem

s
($27)

a
gain

on
the

sale
ofland

in
the

U
nited

Statesand
an

equity
investm

entin
a

China
rolling

m
ill($25)

costsassociated
w

ith
the

planned
separation

ofA
lcoa

and
the

acquisition
ofRTIInternationalM

etals($22)
a

favorable
tax

im
pactrelated

to
the

interim
period

treatm
entofoperationallossesin

certain
foreign

jurisdictions
forw

hich
no

tax
benefitw

as
recognized

($16)
aw

rite-dow
n

ofinventory
related

to
a

refinery
in

Surinam
e

($13)
and

a
netunfavorable

change
in

certain
m

ark-to-m
arketenergy

derivative
contracts($10);and

forthequarterended
D

ecem
ber31

2014
an

unfavorable
tax

im
pactresulting

from
the

difference
betw

een
A

lcoa’s
consolidated

estim
ated

annualeffective
tax

rate
and

thestatutory
rates

applicable
to

specialitem
s

($81)
a

favorable
tax

im
pactrelated

to
the

interim
period

treatm
entofoperationallossesin

certain
foreign

jurisdictions
forw

hich
no

tax
benefitw

asrecognized
($44)

costsassociated
w

ith
the

acquisition
ofFirth

Rixson
and

the
then-planned

acquisition
ofTITA

L
($22)

and
anetfavorable

change
in

certain
m

ark-to-m
arketenergy

derivative
contracts($2)

(3)The
average

num
berofsharesapplicableto

diluted
EPS

forN
etincom

e
(loss)attributable

to
A

lcoa
com

m
on

shareholdersexcludes
certain

share
equivalentsastheireffectw

asanti-dilutive
H

ow
ever

certain
ofthese

share
equivalents

m
ay

becom
e

dilutivein
the

EPS
calculation

applicable
to

N
etincom

e
attributable

to
A

lcoacom
m

on
shareholders

–
asadjusted

due
to

a
largerand/orpositive

num
erator

Specifically:forthe
quarterended

D
ecem

ber31
2015

share
equivalentsassociated

w
ith

outstanding
em

ployee
stock

optionsand
aw

ards
w

ere
dilutive

based
on

N
etincom

e
attributable

to
A

lcoa
com

m
on

shareholders–
as

preferred
stock

dividends
declared

from
thenum

eratorneeds
to

bereversed
since

the
related

m
andatory

convertible
preferred

stock
w

asdilutive)



R
econciliation

ofA
djusted

Incom
e

(Loss)
continued

(in
m

illions
exceptper-share

am
ounts)Incom

e
(Loss)D

iluted
EPS(3)Y

earended
Y

earended
D

ecem
ber31

D
ecem

ber31
D

ecem
ber31

D
ecem

ber31
2014

2015
2014

2015
N

etincom
e

(loss)attributableto
A

lcoa
$268

$(121)$0
21

$(0
15)R

estructuring
and

othercharges
703

635
D

iscrete
tax

item
s(1)33

186
O

therspecialitem
s(2)112

87
N

etincom
eattributableto

A
lcoa

–
asadjusted

$1
116

$787
0

92
0

56
N

etincom
e

(loss)attributableto
A

lcoa
–

asadjusted
is

a
non-G

A
A

P
financialm

easure
M

anagem
entbelievesthatthism

easure
ism

eaningfulto
investorsbecause

m
anagem

entreview
sthe

operating
results

ofA
lcoa

excluding
the

im
pacts

ofrestructuring
and

othercharges
discrete

tax
item

s
and

otherspecialitem
s(collectively

“specialitem
s”)

There
can

be
no

assurances
thatadditionalspecialitem

sw
illnotoccurin

future
periods

T
o

com
pensate

forthislim
itation

m
anagem

entbelievesthatitisappropriate
to

considerboth
N

etincom
e

(loss)attributable
to

A
lcoa

determ
ined

underG
A

A
P

asw
ellasN

etincom
e

attributable
to

A
lcoa

–
asadjusted

(1)D
iscretetax

item
s

includethe
follow

ing:fortheyearended
D

ecem
ber31

2015
a

charge
forvaluation

allow
ancesrelated

to
certain

U
S

and
Iceland

deferred
tax

assets
($190)and

a
netbenefitfora

num
berofsm

allitem
s($4);and

forthe
yearended

D
ecem

ber31
2014

a
charge

forthe
rem

easurem
entofcertain

deferred
tax

assetsofa
subsidiary

in
Brazildueto

a
tax

rate
change

($31)
a

charge
forthe

rem
easurem

entofcertain
deferred

tax
assets

ofasubsidiary
in

Spain
due

to
a

tax
rate

change($16)
and

a
netbenefitfora

num
berofotheritem

s($14)
(2)O

therspecialitem
s

include
thefollow

ing:forthe
yearended

D
ecem

ber31
2015

costsassociated
w

ith
theplanned

separation
ofA

lcoa
and

the
acquisitionsofR

TIInternationalM
etalsand

T
ITA

L
($46)

a
gain

on
the

sale
ofland

in
w

ith
the

acquisition
ofFirth

R
ixson

and
the

then-planned
acquisition

ofTITA
L

($47)
a

gain
on

the
sale

ofboth
am

ining
interestin

Surinam
e

and
an

equity
investm

entin
a

China
rolling

m
ill($20)

an
unfavorable

im
pactrelated

to
the

restartofone
potline

atthe
jointventure

in
SaudiA

rabiathatw
aspreviously

shutdow
n

due
to

aperiod
ofpotinstability

($19)
costs

associated
w

ith
preparation

forand
ratification

ofa
new

laboragreem
entw

ith
the

U
nited

Steelw
orkers

($11)
a

netunfavorable
changein

certain
m

ark-to-m
arketenergy

derivative
contracts($6)

and
alosson

the
w

rite-dow
n

ofan
assetto

fairvalue
($2)

(3)The
average

num
berofsharesapplicable

to
diluted

EPS
forN

etincom
e

(loss)attributable
to

A
lcoacom

m
on

shareholders
excludescertain

shareequivalentsastheireffectw
as

anti-dilutive
H

ow
ever

certain
ofthese

share
equivalentsm

ay
becom

e
dilutive

in
the

EPS
calculation

applicable
to

N
etincom

e
attributable

to
A

lcoa
com

m
on

shareholders–
asadjusted

due
to

alargerand/orpositive
num

erator
Specifically:fortheyearended

D
ecem

ber31
2015

share
equivalentsassociated

w
ith

both
outstanding

em
ployee

stock
optionsand

aw
ards

and
convertiblenotesrelated

to
the

acquisition
ofR

TIInternationalM
etalsw

eredilutive
based

on
N

etincom
e

attributable
to

A
lcoa

com
m

on
shareholders–

asadjusted
resulting

in
a

diluted
average

num
berofsharesof1

288
633

988
(after-tax

interestexpense
of$8

needsto
be

added
back

to
the

num
eratorsince

the
convertible

notes
w

ere
dilutive);and

forthe
yearended

D
ecem

ber31
2014

shareequivalentsassociated
w

ith
both

A
lcoa’s5

25%
convertible

notesand
m

andatory
convertible

preferred
stock

w
ere

dilutive
based

on
N

etincom
e

attributable
to

A
lcoacom

m
on

shareholders
–

asadjusted
resulting

in
adiluted

average
num

berofsharesof1
217

720
724

(after-tax
interestexpense

of$6
needsto

be
added

back
to

thenum
eratorsince



R
econciliation

ofA
lcoa

A
djusted

EBITD
A

($
in

m
illions)2005

2006
2007

2008
2009

2010
2011

2012
2013

2014
2015

4Q
14

3Q
15

4Q
15*

N
etincom

e(loss)attributable
to

A
lcoa$1

233
$2

248
$2

564
$(74)$(1

151)$254
$611

$191
$(2

285)$268
$(121)$159

$44
$(500)A

dd:N
etincom

e
(loss)attributable

to
noncontrolling

interests
259

436
365

221
61

138
194

(29)41
(91)125

(45)62
(64)C

um
ulative

effectofaccounting
changes

2
–

–
–

–
–

–
–

–
–

–
–

–
–

Loss(incom
e)from

discontinued
operations50

(22)250
303

166
8

3
–

–
–

–
–

–
–

Provision
(benefit)forincom

e
taxes

464
853

1
623

342
(574)148

255
162

428
320

445
120

100
44

O
ther(incom

e)expenses
net(478)(236)(1

920)(59)(161)5
(87)(341)(25)47

2
(6)(15)29

Interestexpense
339

384
401

407
470

494
524

490
453

473
498

122
123

129
Restructuring

and
othercharges266

507
268

939
237

207
281

172
782

1
168

994
388

66
534

Im
pairm

entofgoodw
ill–

–
–

–
–

–
–

–
1

731
–

25
–

–
25

Provision
fordepreciation

depletion
and

am
ortization

1
227

1
252

1
244

1
234

1
311

1
450

1
479

1
460

1
421

1
371

1
280

335
318

322
A

djusted
EBITD

A
$3

362
$5

422
$4

795
$3

313
$359

$2
704

$3
260

$2
105

$2
546

$3
556

$3
248

$1
073

$698
$519

Sales$24
149

$28
950

$29
280

$26
901

$18
439

$21
013

$24
951

$23
700

$23
032

$23
906

$22
534

$6
377

$5
573

$5
245

A
djusted

EBITD
A

M
argin

13
9%

18
7%

16
4%

12
3%

1
9%

12
9%

13
1%

8
9%

11
1%

14
9%

14
4%

16
8%

12
5%

9
9%

A
lcoa’sdefinition

ofA
djusted

EBITD
A

(Earnings
before

interest
taxes

depreciation
and

am
ortization)isnetm

argin
plus

an
add-back

fordepreciation
depletion

and
am

ortization
N

etm
argin

isequivalentto
Salesm

inus
the

follow
ing

item
s:Costofgoodssold;Selling

generaladm
inistrative

and
otherexpenses;R

esearch
and

developm
entexpenses;and

Provision
fordepreciation

depletion
and

am
ortization

A
djusted

EB
ITD

A
is

a
costs

associated
w

ith
the

planned
separation

ofA
lcoa

($12)
Excluding

these
specialitem

s
A

djusted
EB

ITD
A

w
as

$590
in

4Q
15



R
econciliation

ofA
lum

ina
A

djusted
EB

ITD
A

($
in

m
illions

exceptperm
etricton

am
ounts)2005

2006
2007

2008
2009

2010
2011

2012
2013

2014
2015

4Q
14

3Q
15

4Q
15

A
fter-tax

operating
incom

e
(A

TO
I)$682

$1
050

$956
$727

$112
$301

$607
$90

$259
$370

$746
$178

$212
$98

A
dd:D

epreciation
depletion

and
am

ortization
172

192
267

268
292

406
444

455
426

387
296

90
71

68
Equity

loss(incom
e)–

2
(1)(7)(8)(10)(25)(5)4

29
41

10
9

14
Incom

e
taxes

246
428

340
277

(22)60
179

(27)66
153

300
75

85
36

O
ther(8)(6)2

(26)(92)(5)(44)(8)(6)(28)1
2

(1)2
A

djusted
E

BITD
A

$1
092

$1
666

$1
564

$1
239

$282
$752

$1
161

$505
$749

$911
$1

384
$355

$376
$218

Production
(thousand

m
etric

tons)(km
t)14

598
15

128
15

084
15

256
14

265
15

922
16

486
16

342
16

618
16

606
15

720
4

161
3

954
3

856
A

djusted
EB

ITD
A

/Production
($

perm
etric

ton)$75
$110

$104
$81

$20
$47

$70
$31

$45
$55

$88
$85

$95
$57

A
lcoa’sdefinition

ofA
djusted

EBITD
A

(Earningsbefore
interest

taxes
depreciation

and
am

ortization)isnetm
argin

plusan
add-back

fordepreciation
depletion

and
am

ortization
N

etm
argin

is
equivalentto

Sales
m

inusthe
follow

ing
item

s:Costofgoodssold;Selling
generaladm

inistrative
and

otherexpenses;R
esearch

and
developm

entexpenses;and
Provision

fordepreciation
depletion

and
am

ortization
T

he
O

therline
in

the
table

above
includesgains/losseson

assetsalesand
othernon-operating

item
s

A
djusted

EB
ITD

A
is

anon-G
A

A
P

financialm
easure

M
anagem

entbelievesthatthism
easure

ism
eaningfulto

investorsbecause
A

djusted
E

BITD
A

providesadditionalinform
ation

w
ith

respectto
A

lcoa’s
operating

perform
ance

and
the

Com
pany’sability

to
m

eetitsfinancialobligations
T

heA
djusted

EBITD
A

presented
m

ay
notbe

com
parable

to
sim

ilarly
titled

m
easuresofothercom

panies



R
econciliation

ofPrim
ary

M
etalsA

djusted
EB

ITD
A

($
in

m
illions

exceptperm
etric

ton
am

ounts)2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

2015
4Q

14
3Q

15
4Q

15
A

fter-tax
operating

incom
e

(A
TO

I)$822
$1

760
$1

445
$931

$(612)$488
$481

$309
$(20)$594

$155
$267

$(59)$(40)A
dd:D

epreciation
depletion

and
am

ortization
368

395
410

503
560

571
556

532
526

494
429

117
106

105
Equity

loss
(incom

e)12
(82)(57)(2)26

(1)7
27

51
34

12
(11)7

(3)Incom
etaxes

307
726

542
172

(365)96
92

106
(74)203

(28)89
(49)(42)O

ther(96)(13)(27)(32)(176)(7)2
(422)(8)(6)(2)(2)(2)1

A
djusted

EBITD
A

$1
413

$2
786

$2
313

$1
572

$(567)$1
147

$1
138

$552
$475

$1
319

$566
$460

$3
$21

Production
(thousand

m
etric

tons)(km
t)3

554
3

552
3

693
4

007
3

564
3

586
3

775
3

742
3

550
3

125
2

811
731

700
699

A
djusted

EB
IT

D
A

/Production
($

perm
etric

ton)$398
$784

$626
$392

$(159)$320
$301

$148
$134

$422
$201

$629
$4

$30
A

lcoa’sdefinition
ofA

djusted
EB

ITD
A

(Earningsbeforeinterest
taxes

depreciation
and

am
ortization)isnetm

argin
plusan

add-back
fordepreciation

depletion
and

am
ortization

N
etm

argin
is

equivalentto
Sales

m
inusthefollow

ing
item

s:C
ostofgoodssold;Selling

generaladm
inistrative

and
otherexpenses;Research

and
developm

entexpenses;and
Provision

fordepreciation
depletion

and
am

ortization
The

O
therline

in
the

tableaboveincludesgains/losseson
assetsalesand

othernon-operating
item

s
A

djusted
EB

ITD
A

is
anon-G

A
A

P
financialm

easure
M

anagem
entbelievesthatthism

easure
ism

eaningfulto
investorsbecauseA

djusted
EBITD

A
providesadditionalinform

ation
w

ith
respectto

A
lcoa’s

operating
perform

anceand
the

Com
pany’sability

to
m

eetitsfinancialobligations
The

A
djusted

EBITD
A

presented
m

ay
notbecom

parable
to

sim
ilarly

titled
m

easures
ofothercom

panies



R
econciliation

ofU
pstream

(1)A
djusted

EBITD
A

(in
m

illions)2008
2009

2010
2011

2012
2013

2014
2015(2)A

fter-tax
operating

incom
e

(A
TO

I)$1
658

$(500)$789
$1

088
$399

$239
$964

$901
A

dd:D
epreciation

depletion
and

am
ortization

771
852

977
1

000
987

952
881

725
Equity

(incom
e)loss(9)18

(11)(18)22
55

63
53

Incom
etaxes

449
(387)156

271
79

(8)356
272

O
ther(58)(268)(12)(42)(430)(14)(34)(1)A

djusted
EBITD

A
$2

811
$(285)$1

899
$2

299
$1

057
$1

224
$2

230
$1

950
A

lcoa’s
definition

ofA
djusted

EB
ITD

A
(Earningsbefore

interest
taxes

depreciation
and

am
ortization)is

netm
argin

plus
an

add-back
fordepreciation

depletion
and

am
ortization

N
etm

argin
isequivalentto

Salesm
inusthe

follow
ing

item
s:C

ostofgoods
sold;Selling

generaladm
inistrative

and
otherexpenses;Research

and
developm

entexpenses;and
Provision

fordepreciation
depletion

and
am

ortization
The

O
therline

in
thetable

above
includes

gains/losseson
assetsalesand

othernon-operating
item

s
A

djusted
EBITD

A
isa

non-G
A

A
P

financialm
easure

M
anagem

entbelieves
thatthism

easure
is

m
eaningfulto

investorsbecause
A

djusted
EB

ITD
A

providesadditionalinform
ation

w
ith

respectto
A

lcoa’soperating
perform

ance
and

the
C

om
pany’s

ability
to

m
eetits

financialobligations
The

A
djusted

EB
ITD

A
presented

m
ay

notbe
com

parable
to

sim
ilarly

titled
m

easuresofothercom
panies

U
pstream

iscom
posed

ofthe
A

lum
ina

and
Prim

ary
M

etals
segm

ents
The

A
djusted

EB
ITD

A
for2015

is
com

posed
of$0

9
billion

forthe
refining

business
unit

$0
5

billion
forthem

ining
businessunit

$0
2

billion
forthe

sm
elting

businessunit
$0

2
billion

forthe
casting

business
unit

$0
3

billion
forthe

energy
businessunit

and
$(0

1)billion
related

to
curtailed

locationsand
other



R
econciliation

ofG
lobalR

olled
ProductsA

djusted
EB

IT
D

A
(1)($

in
m

illions
exceptperm

etric
ton

am
ounts)2005

2006
2007

2008
2009

2010(2)2011(2)2012(2)2013
2014

2015
4Q

14
3Q

15
4Q

15
A

fter-tax
operating

incom
e(A

TO
I)$278

$233
$178

$(3)$(49)$220
$266

$358
$292

$245
$244

$52
$62

$52
A

dd:D
epreciation

depletion
and

am
ortization

220
223

227
216

227
238

237
229

226
235

227
57

56
59

Equity
loss

–
2

–
–

–
–

3
6

13
27

32
8

8
8

Incom
e

taxes121
58

92
35

48
92

104
167

123
89

109
16

28
20

O
ther1

20
1

6
(2)1

1
(2)–

(1)(1)–
(1)–

A
djusted

EB
ITD

A
$620

$536
$498

$254
$224

$551
$611

$758
$654

$595
$611

$133
$153

$139
Totalshipm

ents(thousand
m

etric
tons)(km

t)2
250

2
376

2
482

2
361

1
888

1
755

1
866

1
943

1
989

2
056

1
836

508
464

446
A

djusted
EB

IT
D

A
/Totalshipm

ents($
perm

etricton)$276
$226

$201
$108

$119
$314

$327
$390

$329
$289

$333
$262

$330
$312

A
lcoa’sdefinition

ofA
djusted

EBITD
A

(Earnings
before

interest
taxes

depreciation
and

am
ortization)isnetm

argin
plus

an
add-back

fordepreciation
depletion

and
am

ortization
N

etm
argin

isequivalentto
Salesm

inus
the

follow
ing

item
s:Costofgoodssold;Selling

generaladm
inistrative

and
otherexpenses;R

esearch
and

developm
entexpenses;and

Provision
fordepreciation

depletion
and

am
ortization

The
O

therline
in

the
table

above
includesgains/losses

on
assetsales

and
othernon-operating

item
s

A
djusted

EB
IT

D
A

isa
non-G

A
A

P
financialm

easure
M

anagem
entbelievesthatthis

m
easureism

eaningfulto
investors

because
A

djusted
EB

ITD
A

provides
additionalinform

ation
w

ith
respectto

A
lcoa’soperating

perform
ance

and
theC

om
pany’s

ability
to

m
eetits

financialobligations
The

A
djusted

EB
ITD

A
presented

m
ay

notbe
com

parable
to

sim
ilarly

titled
m

easuresofothercom
panies

(1)Effectivein
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactof
priorperiodspresented

w
asupdated

to
reflectthischange

(2)The
average

A
djusted

EB
ITD

A
perm

etric
ton

ofthese
three

yearsequals
$344

and
representsthe

average
historicalhigh

forthe
G

lobalR
olled

Productssegm
ent

A
lcoa

hasa
2016

targetto
m

eetorexceed
this

average
historicalhigh



R
econciliation

ofEngineered
Productsand

Solutions(1)A
djusted

E
BITD

A
(2)($

in
m

illions)2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

2015
4Q

14
3Q

15
4Q

15
A

fter-tax
operating

incom
e

(A
T

O
I)$183

$237
$351

$465
$321

$355
$436

$484
$569

$579
$595

$124
$151

$123
A

dd:D
epreciation

depletion
and

am
ortization

114
111

114
118

118
114

120
122

124
137

233
42

61
67

Incom
e

taxes
86

128
186

225
159

182
224

248
286

298
282

64
71

54
O

ther(12)2
2

2
2

–
–

–
–

–
–

(1)–
–

A
djusted

EBITD
A

$371
$478

$653
$810

$600
$651

$780
$854

$979
$1

014
$1

110
$229

$283
$244

Third-party
sales

$2
966

$3
406

$3
821

$4
215

$3
355

$3
225

$3
716

$3
863

$4
054

$4
217

$5
342

$1
114

$1
397

$1
409

A
djusted

EBITD
A

M
argin

12
5%

14
0%

17
1%

19
2%

17
9%

20
2%

21
0%

22
1%

24
1%

24
0%

20
8%

20
6%

20
3%

17
3%

A
lcoa’sdefinition

ofA
djusted

EB
IT

D
A

(Earningsbeforeinterest
taxes

depreciation
and

am
ortization)isnetm

argin
plusan

add-back
fordepreciation

depletion
and

am
ortization

N
etm

argin
is

equivalentto
Sales

m
inusthefollow

ing
item

s:C
ostofgoodssold;Selling

generaladm
inistrative

and
otherexpenses;Research

and
developm

entexpenses;and
Provision

fordepreciation
depletion

and
am

ortization
The

O
therlinein

the
tableaboveincludesgains/losseson

assetsalesand
othernon-operating

item
s

A
djusted

EBITD
A

is
a

non-G
A

A
P

financialm
easure

M
anagem

entbelievesthatthism
easure

ism
eaningfulto

investorsbecauseA
djusted

EBITD
A

providesadditionalinform
ation

w
ith

respectto
A

lcoa’s
operating

perform
anceand

the
Com

pany’sability
to

m
eetitsfinancialobligations

The
A

djusted
EBITD

A
presented

m
ay

notbecom
parableto

sim
ilarly

titled
m

easures
ofothercom

panies
(1)In

the
third

quarterof2015
m

anagem
entapproved

arealignm
entofA

lcoa’sEngineered
Productsand

Solutionssegm
entdue

to
the

expansion
ofth

include
portionsofthe

Firth
Rixson

business
acquired

in
N

ovem
ber2014)

A
lcoa

Pow
erand

Propulsion
(includesthe

TITA
L

business
acquired

in
M

arch
2015)

A
lcoa

Forgingsand
Extrusions(includes

the
otherportions

ofFirth
Rixson)

and
A

lcoa
Titanium

and
Engineered

Products(a
new

businessunitthatrepresents
the

R
TIInternationalM

etalsbusinessacquired
in

July
2015)businessunits

Segm
entinform

ation
forallpriorperiodspresented

w
asupdated

to
reflectthe

new
segm

entstructure
(2)Effective

in
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

the
resultsoftheEngineered

Products
and

Solutions(now
Engineered

Productsand
Solutions

and
Transportation

and
Construction

Solutions
–

see
footnote1

above)segm
entin

orderto
enhancethe

visibility
ofthe

underlying
operating

perform
anceofthis

business
M

etalprice
lag

describes
the

tim
ing

differencecreated
w

hen
the

average
price

ofm
etalsold

differs
from

the
average

costofthe
m

etalw
hen

purchased
by

thissegm
ent

The
im

pactofm
etalprice

lag
is

now
reported

asa
separate

line
item

in
A

lcoa’sreconciliation
oftotalsegm

entA
TO

Ito
consolidated

net(loss)incom
e

attributable
to

A
lcoa

A
s

aresult
thischange

doesnotim
pactthe

consolidated
resultsofA

lcoa
Segm

entinform
ation

forallpriorperiodspresented
w

as
updated

to
reflectthischange



R
econciliation

ofTransportation
and

Construction
Solutions(1)A

djusted
E

BITD
A

(2)($
in

m
illions)2005

2006
2007

2008
2009

2010
2011

2012
2013

2014
2015

4Q
14

3Q
15

4Q
15

A
fter-tax

operating
incom

e
(A

T
O

I)$94
$129

$94
$82

$5
$73

$109
$126

$167
$180

$166
$38

$44
$40

A
dd:D

epreciation
depletion

and
am

ortization
50

45
55

53
65

48
45

42
42

42
43

11
11

11
Equity

loss(incom
e)–

6
–

–
(2)(2)(1)–

–
–

–
–

–
–

Incom
e

taxes30
27

7
–

(21)18
38

49
67

69
63

14
18

14
O

ther1
(4)(10)–

–
–

(1)(9)(2)–
(1)–

(1)–
A

djusted
EB

ITD
A

$175
$203

$146
$135

$47
$137

$190
$208

$274
$291

$271
$63

$72
$65

Third-party
sales$1

954
$2

204
$2

249
$2

270
$1

537
$1

656
$1

936
$1

914
$1

951
$2

021
$1

882
$500

$475
$444

A
djusted

EB
ITD

A
M

argin
9

0%
9

2%
6

5%
5

9%
3

1%
8

3%
9

8%
10

9%
14

0%
14

4%
14

4%
12

6%
15

2%
14

6%
A

lcoa’s
definition

ofA
djusted

EB
ITD

A
(Earningsbefore

interest
taxes

depreciation
and

am
ortization)is

netm
argin

plus
an

add-back
fordepreciation

depletion
and

am
ortization

N
etm

argin
isequivalentto

Salesm
inusthe

follow
ing

item
s:C

ostofgoods
sold;Selling

generaladm
inistrative

and
otherexpenses;Research

and
developm

entexpenses;and
Provision

fordepreciation
depletion

and
am

ortization
The

O
therline

in
the

table
above

includes
gains/losseson

assetsalesand
othernon-operating

item
s

A
djusted

EBITD
A

isa
non-G

A
A

P
financialm

easure
M

anagem
entbelieves

thatthism
easure

is
m

eaningfulto
investorsbecause

A
djusted

EB
ITD

A
providesadditionalinform

ation
w

ith
respectto

A
lcoa’soperating

perform
ance

and
the

C
om

pany’s
ability

to
m

eetits
financialobligations

The
A

djusted
EB

ITD
A

presented
m

ay
notbe

com
parable

to
sim

ilarly
titled

m
easuresofothercom

panies
(1)In

the
third

quarterof2015
m

anagem
entapproved

a
realignm

entofA
lcoa’s

Engineered
Productsand

Solutionssegm
entdueto

the
expansio

include
portionsofthe

Firth
Rixson

business
acquired

in
N

ovem
ber2014)

A
lcoa

Pow
erand

Propulsion
(includesthe

TITA
L

business
acquired

in
M

arch
2015)

A
lcoa

Forgingsand
Extrusions(includes

the
otherportions

ofFirth
Rixson)

and
A

lcoa
Titanium

and
Engineered

Products(a
new

businessunitthatrepresents
the

R
TIInternationalM

etalsbusinessacquired
in

July
2015)businessunits

Segm
entinform

ation
forallpriorperiodspresented

w
asupdated

to
reflectthe

new
segm

entstructure
(2)Effective

in
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

the
resultsoftheEngineered

Products
and

Solutions(now
Engineered

Productsand
Solutions

and
Transportation

and
Construction

Solutions
–

see
footnote1

above)segm
entin

orderto
enhancethe

visibility
ofthe

underlying
operating

perform
anceofthis

business
M

etalprice
lag

describes
the

tim
ing

differencecreated
w

hen
the

average
price

ofm
etalsold

differs
from

the
average

costofthe
m

etalw
hen

purchased
by

thissegm
ent

The
im

pactofm
etalprice

lag
is

now
reported

asa
separate

line
item

in
A

lcoa’sreconciliation
oftotalsegm

entA
TO

Ito
consolidated

net(loss)incom
e

attributable
to

A
lcoa

A
s

aresult
thischange

doesnotim
pactthe

consolidated
resultsofA

lcoa
Segm

entinform
ation

forallpriorperiodspresented
w

as
updated

to
reflectthischange



R
econciliation

ofV
alue

A
dd(1)A

djusted
EB

ITD
A

(2)($
in

m
illions)2008

2009
2010

2011
2012

2013
2014

2015
A

fter-tax
operating

incom
e

(A
TO

I)$544
$277

$648
$811

$968
$1

028
$1

004
$1

005
A

dd:D
epreciation

depletion
and

am
ortization

387
410

400
402

393
392

414
503

Equity
(incom

e)loss–
(2)(2)2

6
13

27
32

Incom
e

taxes260
186

292
366

464
476

456
454

O
ther8

–
1

–
(11)(2)(1)(2)A

djusted
EBITD

A
$1

199
$871

$1
339

$1
581

$1
820

$1
907

$1
900

$1
992

T
hird-party

sales$15
451

$10
961

$11
158

$13
294

$13
155

$13
111

$13
589

$13
462

A
djusted

EB
ITD

A
M

argin
7

8%
7

9%
12

0%
11

9%
13

8%
14

5%
14

0%
14

8%
A

lcoa’sdefinition
ofA

djusted
EBITD

A
(Earnings

before
interest

taxes
depreciation

and
am

ortization)isnetm
argin

plus
an

add-back
fordepreciation

depletion
and

am
ortization

N
etm

argin
isequivalentto

Salesm
inus

the
follow

ing
item

s:Costofgoodssold;Selling
generaladm

inistrative
and

otherexpenses;R
esearch

and
developm

entexpenses;and
Provision

fordepreciation
depletion

and
am

ortization
The

O
therline

in
the

table
above

includesgains/losses
on

assetsales
and

othernon-operating
item

s
A

djusted
EB

IT
D

A
isa

non-G
A

A
P

financialm
easure

M
anagem

entbelievesthatthis
m

easureism
eaningfulto

investors
because

A
djusted

EB
ITD

A
provides

additionalinform
ation

w
ith

respectto
A

lcoa’soperating
perform

ance
and

theC
om

pany’s
ability

to
m

eetits
financialobligations

The
A

djusted
EB

ITD
A

presented
m

ay
notbe

com
parable

to
sim

ilarly
titled

m
easuresofothercom

panies
(1)V

alue
A

dd
C

o
is

com
posed

ofthe
G

lobalRolled
Products

Engineered
Productsand

Solutions
and

Transportation
and

Construction
Solutionssegm

ents
In

the
third

quarterof2015
m

anagem
entapproved

arealignm
entofA

lcoa’sEngineered
Products

and
Solutionssegm

entdue
to

the
expansion

ofthispartofA
lcoa’sbusinessportfolio

through
bo

acquired
in

N
ovem

ber2014)
A

lcoa
Pow

erand
Propulsion

(includesthe
TITA

L
businessacquired

in
M

arch
2015)

A
lcoa

Forgings
and

Extrusions
(includestheotherportionsofFirth

R
ixson)

and
A

lcoa
Titanium

and
Engineered

Products(a
new

business
unitthatrepresentsthe

RTIInternationalM
etalsbusiness

acquired
in

July
2015)businessunits

Segm
entinform

ation
forallpriorperiods

presented
w

as
updated

to
reflectthenew

segm
entstructure

(2)Effective
in

the
second

quarterof2015
m

anagem
entrem

oved
the

im
pactofm

etalprice
lag

from
the

results
ofthe

G
lobalRolled

Productsand
Engineered

Products
and

Solutions(now
E

ngineered
Products

and
Solutionsand

Transportation
and

Construction
Solutions

–
seefootnote1

above)segm
entsin

orderto
enhance

the
visibility

ofthe
underlying

operating
perform

ance
ofthese

businesses
M

etalpricelag
describes
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Cash

Flow
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D
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ber31
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D
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ber31

2011
D

ecem
ber31

2012
D

ecem
ber31

2013
D

ecem
ber31

2014
D

ecem
ber31

2015
D

ecem
ber31

2014
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ber30
2015

D
ecem

ber31
2015

Cash
from

operations$2
261

$2
193

$1
497

$1
578

$1
674

$1
582

$1
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$420
$865

C
apitalexpenditures(1

015)(1
287)(1

261)(1
193)(1

219)(1
180)(469)(268)(398)Free

cash
flow

$1
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$236
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$467
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Flow
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A

A
P
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scash
flow

s
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operationsaftertaking
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capitalexpendituresdueto
the

factthatthese
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necessary
to

m
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and
expand

A
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and
are
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to
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future

cash
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s
from

operations
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note

thatFree
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othernon-discretionary
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are
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them
easure
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deferred
purchaseprice
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sellcertain
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erreceivablesto
severalfinancialinstitutionson

a
recurring

basis
A

lcoa
isadding

back
thisreceivableforthepurposesoftheD

aysW
orking

C
apitalcalculation

(2)The
W

orking
Capitalforeach
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presented

representsan
average

quarterW
orking

Capital
w

hich
reflects

the
capitaltied

up
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a
given

quarter
A

s
such
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ofW
orking
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representthe
average
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m
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respective
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M
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2015
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and

D
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ber31
2015

W
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C
apitaland
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and
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respectively
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L
(M

arch
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30-Jun-12
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31-D

ec-12
31-M
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31-M

ar-14
30-Jun-14

30-Sep-14
31-D
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31-M

ar-15(3)30-Jun-15(3)30-Sep-15(3)31-D
ec-15(3)R
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$1
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$1
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$1
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$1

704
$1

483
$1

427
$1
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$1

391
$1

401
$1
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$1
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$1
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489
$1
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A

dd:D
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144
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53
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223
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421
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R
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1
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1
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1
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1
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1
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1
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1
774

1
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1
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1
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1
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1
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1
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1
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etD
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A
P
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M
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entbelieves
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m
anagem
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A

lcoa’s
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available

cash
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m
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2013
2014
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Short-term

borrow
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$57
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Com

m
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–

–
–

–
Long-term
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w

ithin
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8
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8
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8
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9
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9
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Less:Cash
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1
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1
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1
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