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The information in this 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.  

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,” “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; 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 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;  
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(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 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; and (s) 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.  

  
  

The following are furnished as exhibits to this report:  
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Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits. 

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

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



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: October 13, 2015  
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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  

Brian Yu Citigroup - Analyst  

David Gagliano BMO Capital Markets - Analyst  

Paul Massoud Stifel Nicolaus - Analyst  

Timna Tanners BofA Merrill Lynch - Analyst  

Josh Sullivan Sterne CRT - Analyst  

Jorge Beristain Deutsche Bank - Analyst  

PRESENTATION  
    
Operator  

Good day, ladies and gentlemen, and welcome to the third-quarter 2015 Alcoa earnings conference call. My name is Kelly, and I will 
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, Kelly. Good afternoon, and welcome to Alcoa’s third-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 would like to remind you that today’s discussion will 
contain forward-looking statements relating to 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 filings.  

In addition, we have included some non-GAAP financial measures in our discussion. Reconciliation 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 EBITDA means adjusted EBITDA, for which 
we have provided calculations and reconciliations in the appendix. And with that, I’d like to turn the call over to Klaus.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Thank you, Nahla. So let me characterize the quarter. We have had a very strong value creation focus and we’re managing through 
the headwinds. On the business side, $5.6 billion in revenues. This is really two factors. This is a 21% decline done on purpose a lot 
coming from divestitures and closures and some also from headwinds. And partially it gets offset by a 10% increase coming from 
aero and auto growth acquisitions and alumina sales, and that’s basically what leads to the 11% there. In addition to that, we have 
shown $698 million of EBITDA, very strong productivity, solid value-add profitability and alumina strength. If you then look under 
the hood on the value-add businesses, $3.4 billion revenues, $508 million adjusted EBITDA, engineered products and solutions and 
this record revenue of $1.4 billion. Year- over-year aerospace revenue is up 39%.  

On the global rolled products side, and the year-over-year auto sheet revenues up 133%, and then if you go to the other part of the 
Company in what we call the upstream company, $2.2 billion revenues, $379 million EBITDA, best alumina profitability in the first 
nine months here since 2007. Productivity gains overall for all of Alcoa of $849 million year to date and really coming from all 
segments. Free cash flow, cash from operations, $420 million, cash on hand, $1.7 billion. So, let’s take a look also at the 
transformation. It a little bit more than a week ago when we announced here that we are separating into two companies, into the 
upstream company and  
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the value-add company. The value-add company being a premier provider of high-performance multi-material products in growth 
markets, and the upstream one having an attractive portfolio in bauxite, alumina, energy, aluminum, and casting.  

Also in this quarter, we completed the RTI acquisition growing our titanium offerings and advanced manufacturing technologies. We 
also signed two significant multi- year aero contracts. $1.1 billion with Lockheed, 100% of titanium milled products going into the 
Joint Strike Fighter and $1 billion contract with Airbus supplying multi-material superalloy fastening systems. And we also advanced 
the commercialization of the Micromill, I call it revolutionary materials process, as well as business system, and we reached an 
agreement with Ford, a joint development agreement with Ford and also Ford is, as we speak, building it into the F-150. And we also 
filed a letter of intent with Danieli to license the Micromill technology worldwide. So a lot going on, and with this, I hand it over, 
Bill, to you.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Thanks, Klaus. Let’s review the income statement. Third-quarter 2015 revenue totaled $5.6 billion, down approximately 11% year 
over year. Organic growth in aerospace, automotive and alumina, as well as acquisitions, added 10% to the top line, but were more 
than offset by market headwinds from pricing, currency, and the impact of the divested closed businesses. Cost of goods sold 
percentage increased by 270 basis points sequentially, driven by lower revenue and somewhat offset by a stronger US dollar and 
productivity gains. Overhead spending increased sequentially as a result of acquisition costs associated with the purchase of RTI and 
costs related to separation of the upstream and value-add companies. The third-quarter effective tax rate of 49% was higher than our 
expected operational tax rate due to net unfavorable discrete tax and special items in the quarter. Excluding these impacts, our 
operational rate was 31%, which is consistent with our expected operational rate for the year. Overall, net income for the quarter was 
a $44 million, or $0.02 a share. Excluding special items, net income was $109 million, or $0.07 a share.  

Let’s take a closer look at the special items. In the quarter, we recorded an after-tax charge of $65 million, or $0.05 per share 
primarily related to restructuring and acquisitions. The announced curtailment of the remaining capacity at the Suriname refinery 
resulted in a $33 million after-tax charge. Other restructuring across the businesses included restructuring related to capturing 
synergies in the acquisitions, headcount reduction programs, and a favorable adjustment as a result of a land sale in Australia. 
Roughly half of the restructuring related charges are non-cash. Other special items include a gain of $25 million on asset sales related 
to the disposition of land in Texas and our remaining stake in a Chinese rolling mill. We also had RTI acquisition costs of $10 million 
and incurred $12 million of expense due to the announced separation of the upstream and value-add businesses. Discrete and special 
tax items totaled $15 million. Let me take a moment to point out that we’ve provided a new 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. Third-quarter adjusted earnings of $109 million were down $261 million from 
the prior-year quarter as declining metal prices weighed heavily on our results and more than offset strong productivity gains in every 
business. From a market perspective, the substantial decline in LME drove $219 million of impact that was partially offset by the 
favorable effect of the stronger US dollar. Volume growth of $19 million was driven primarily by strong automotive demand, as well 
as organic and inorganic growth in aerospace. Unfavorable regional premiums of $138 million drove the vast majority of the price 
mix decline. We delivered after-tax productivity gains of $186 million that more than covered $102 million in cost increases. Total 
energy headwinds of $72 million were driven by lower price energy sales in Brazil and higher power costs in Spain, partially offset 
by lower energy costs in refining. Cost increases for the quarter were due to higher costs for maintenance, labor and benefits, and 
growth projects such as the Micromill and the LaPorte expansion.  

Let’s move on to the segment results. As I begin to describe our segment results, let me remind you that this is the first quarter we 
will report based on our newly realigned downstream segments EPS and TCS. The new engineered products and solutions is 
comprised of Alcoa Titanium and Engineered Products, Alcoa Fastening Systems and Rings, Alcoa Forgings and Extrusions, and 
Alcoa Power and Propulsion. The new EPS will continue to house our Firth Rixson, TITAL, and RTI acquisitions within a more 
streamlined aerospace portfolio. We posted record EPS segment revenue for the third quarter, driven mainly by acquisitions as well 
as share gains in aerospace, although currency was a headwind. ATOI was $151 million for the quarter, down slightly from the prior 
year as we absorbed $16 million of after- tax expenses attributable to purchase accounting adjustments and other costs in connections 
to our acquisition of RTI.  

On an operational basis, Firth Rixson and RTI made solid contributions to the business this quarter, but we were impacted by 
unfavorable price and mix in our base business. After-tax productivity gains of $53 million outpaced cost increases which included 
$13 million on growth projects such as the LaPorte expansion. As we look to the fourth quarter, we expect aerospace to remain strong 
with continued share gains driven by innovation in manufacturing productivity improvements. These gains will be offset somewhat 
by continued softness in the European IGT market combined with the typical seasonal slowdown we experience in the fourth quarter. 
Overall, we anticipate ATOI to increase by 2% to 5% versus the fourth quarter of 2014, including the impact of RTI purchase 



accounting and unfavorable currency. 

Now, let’s move to TCS. Our recently formed transportation and construction solutions segment includes Alcoa Wheels and 
Transportation Products and Alcoa Building and Construction Systems, both formerly part of EPS, along with our Latin American 
extrusion business, which previously was included in corporate. This new structure will drive Alcoa’s expansion in emerging 
markets, an area where we see significant opportunity. Third-quarter revenue was $475 million, a year-over-year decline of 9%, and 
ATOI totaled $44 million, a decline of 12%. These declines are mainly due to the unfavorable currency impact of a strong dollar. 
Excluding currency, revenue is up 1% and ATOI is down 2%.  
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Operationally, we saw improved year-over-year performance, largely driven by improved North American heavy duty truck build 
rates, a gradual heavy truck market recovery in Europe, and the recovery in North America’s nonresidential construction market. 
These improvements were offset by weakness in European and Brazilian construction markets. TCS delivered EBITDA margin of 
15.2% in the third quarter despite cost increases and negative currency impacts. As we look to the fourth quarter, we expect TCS 
ATOI to be driven by continued recovery in North American nonresidential construction market, offset partially by weakness in 
Europe, gradual improvement in Europe’s heavy duty truck market, although North American build rates may decline slightly and 
continued productivity gains. In total, ATOI for the segment is expected to increase 15% to 20% year over year, including an 
unfavorable currency pressures of $5 million.  

Let’s move to GRP. GRP third-quarter revenue was down 21% versus last year, but that was largely driven by the divestiture or 
closing of six rolling mills, lower metal prices, and the stronger US dollar. These headwinds were offset partially by growth in 
automotive sheet shipments resulting from the Davenport expansion. Also impacting earnings were unfavorable currency, specifically 
in Russia, and continued pricing pressure in the packaging business. Solid productivity gains during the quarter fully offset cost 
increases, as well as investment in growth projects such as the Micromill and the Tennessee automotive expansion. GRP realized 
year-on-year EBITDA per metric ton improvement, demonstrating the success of the GRP transformation. As we look to the fourth 
quarter, we expect GRP performance to reflect the following factors: strong automotive sheet shipments, continued pricing pressure 
in the packaging business, and costs related to the ramp-up of the Tennessee expansion and Texarkana casthouse. Overall, ATOI for 
the segment is expected to be flat year over year, assuming current exchange rates.  

Moving to alumina. The alumina segment continues to generate strong earnings, posting the best year-to-date profits since 2007. This 
result is even more significant given a 4% reduction in realized price sequentially. Third-quarter ATOI of $212 million was down 
slightly sequentially. Despite the market prices’ decline, the segment benefited from higher shipments, favorable currency, more sales 
converted to API pricing, and strong net productivity. Looking forward to the fourth quarter, we expect that 75% of third-party 
shipments are on API or spot pricing for 2015 overall. API pricing follows a 30-day lag. LME pricing will follow the typical 60-day 
lag. We expect a production decline of 120,000 tons compared to the third quarter due to the curtailment of the Suriname refinery, 
and overall, we expect ATOI to be up $10 million versus the third quarter excluding pricing and currency.  

Turning to primary metals. The primary metals segment was heavily impacted by the steep fall in realized prices. The third-quarter 
ATOI loss of $59 million is down $126 million sequentially, driven by the decline in metal prices combined with unfavorable power 
costs in Spain and the US. Favorable currency, lower input costs and strong performance at our operating locations help to offset the 
lower pricing. In a few minutes, Klaus will provide a review of a margin improvement plan that we’ve launched in the primary metals 
group. Looking forward to the fourth-quarter outlook, we expect the following. Pricing will continue to follow a 15-day lag to the 
LME, production level should be similar to the third quarter, lower energy costs and favorable energy sales are compared to the third 
quarter of 2015, and overall ATOI up $15 million versus the third quarter, excluding the impact of pricing and currency.  

Moving to days working capital. We continue to focus on driving down days working capital to improve cash generation. Excluding 
acquisitions, we improved days working capital by one day versus the same period last year. Including acquisitions, DWC increased 
eight days. This area continues to be a major focus for our integration teams as we work to reduce the working capital for our 
acquisitions.  

Moving on to the cash flow statement and liquidity. Third-quarter cash from operations was $420 million, helping drive free cash 
flow of $152 million. We achieved this positive result despite the declining LME and regional premiums, demonstrating our 
capability to generate cash in a volatile commodity market. Pension contributions in the quarter were $72 million higher than 
expense. Year-to-date contributions of $363 million included $194 million in the quarter and represent 75% of our anticipated full-
year total. Third-quarter capital expenditures of $268 million included $115 million for return-seeking capital projects such as the 
Tennessee automotive expansion and LaPorte and Davenport aerospace projects, and $153 million for sustaining projects.  

Turning to the balance sheet, we continue to maintain a strong balance sheet. We have very strong liquidity and ended the quarter 
with $1.7 billion in cash on hand and debt of $9.3 billion, resulting in net debt of $7.5 billion. The $488 million increase in debt is 
associated with the acquisition of RTI in the quarter. Debt to EBITDA was 2.4 times on a trailing 12 month basis, which is well 
within our target range of 2.25 to 2.75.  

And now I’ll move to a review of our 2015 targets. Starting off with our productivity target, as Klaus alluded to, year to date we have 
achieved $849 million, or 94% of our full-year target. Return-seeking capital through the first nine months was $408 million and 
sustaining capital was $389 million, both below the run rates for the annual targets. Year-to-date sustaining capital expenditures is 
split roughly 50% between the value-add and upstream businesses, while return-seeking capital is approximately 80% attributable to 
the value-add business. We are within our target leverage metric. Finally, while the current commodity environment has made this 
target significantly more challenging, we are maintaining our free cash flow target of $500 million.  



Now let’s turn to the market fundamentals that influence our upstream businesses. Starting with demand. We continue to expect very 
strong global demand growth for aluminum of 6.5% in 2015, or 57.4 million metric tons. Demand is on track to double between 2010 
and 2020. Demand from China continues to be strong at 9.3%. North America maintains momentum on strong automotive growth 
and extrusion demand.  
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Moving on to the market balances. We are tightening our aluminum outlook to a global surplus of 551,000 metric tons. This is 
roughly 210,000 metric tons lower than our second quarter forecast, primarily due to the effect of the executed Chinese curtailments 
and the slower launch of greenfield smelter projects in China. We now expect a surplus in China of 2 million metric tons compared to 
a forecast of 2.2 million metric tons last quarter. Our rest of the world view of 1.4 million metric tons deficit is relatively unchanged. 
As we said last quarter, China’s exports of fake semis has essentially filled the deficit in the rest of the world. However, these have 
declined in this quarter. I’ll come back to this in a moment. There are no primary aluminum exports from China and given our view 
of a progressively tightening market, we expect a global deficit for 2016.  

Switching to the alumina market, we’ve also tightened our forecast by about 180,000 metric tons to a global surplus of 2.2 million 
metric tons. Our expectation for the rest of the world surplus is down 840,000 metric tons from our second quarter view, largely due 
to an increase in Chinese imports of 700,000 metric tons, as well as delayed expansions in the rest of the world. Chinese swing 
refining capacity is under pressure to curtail as alumina prices have fallen below $300. We expect to see more Chinese refining 
curtailments as we move into the fourth quarter. And as you can see, every quarter this year we’ve tightened our view of the surplus 
and we expect a balanced alumina market for 2016. Global inventories stand at 62 days of consumption, two days lower than a year 
ago and unchanged since last quarter. This level is almost at the 35-year average of 61 days.  

Keep in mind that financiers are holding roughly 20 of the 62 days in the supply, and it’s hedged with LME sales ranging from 3 to 
12 months into the future. These forward sales guarantee a future yield, and the only reason the financier would release that metal 
early to the market is if the physical market was willing to pay a higher premium than the yield on the forward sale. Therefore, this 
metal is most likely not available to consumers in the short term. Lastly, we saw continued weakness in regional premiums in this 
quarter. However, with lower all-in metal prices, the attractiveness of exporting fake semis has declined, which we saw reflected in 
the 21% drop in Chinese semi-exports from the second quarter to the third quarter.  

Let me take a moment to sum all that up. The market continues to grow substantially. Inventory days are low or very low if we factor 
in the financier held days. There’s no outflow of primary metal from China and the export of fake semis has decreased significantly. 
We believe the surplus in the aluminum market is tightening, and we expect a deficit in 2016. Let me turn it back to Klaus.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Yes. Thank you, Bill. Very, very good. Let’s start, as usual, with an overview on the end markets that we cater to and that starts here 
with aerospace. Aerospace, we continue to see an 8% to 9% growth rate for this year, that commercial aircraft growth at 8.3%. Strong 
demand continues also up to the Paris Air Show. Boeing got a $38 billion in orders and commitments from China. This is the new 
record, and Airbus got $26.5 billion from IndiGo.  

The order book stands at over nine years of production. The fundamentals continue to be strong. 6.7% passenger and 5.5% cargo 
demand up, and airline profitability is expected to be at $29 billion this year. Just as a comparison, at last year it was at $16.4 billion. 
This is a really healthy industry. Automotive, North America, we believe it’s going to grow 2% to 4%. Actually, we are narrowing 
our projection here. In the last quarter, we said 1% to 4%. As we see the year go by, we think that’s going to be 2% to 4%. Actually, 
you can see it from the sales in the US up 5.1% year to date, light trucks dominating this with a penetration rate now of 58% — 
58.3% to be precise, for all the sales in there.  

And there continues to be pent-up demand. That’s another good story here. The average vehicle age has actually gone up a little bit. 
It’s now 11.5 years, whereas was previous one of 11.4. The long-term average in the US is 10 years, so that’s where we see the pent-
up demand. Production actually is also up 2.8% year to date. Inventories are down with 59 days, 5 days year over year decrease. 
Roughly 60 to 65 days is the average, so it’s at the lower end. Incentives are up 5.7%. This is very strongly driven by the passenger 
cars, because the light trucks are really stealing their thunder a bit here in the US.  

Then on the automotive Europe side, we believe that we’re seeing a growth between 1% to 3%. This is also the projection kind of up 
a little bit because before we saw also the chance that it would actually decrease by 1% and go up to 3%. We’re narrowing this down 
to the upper end. Production is up 2.1%. Registrations are up 8.6%, and exports 3%. All good developments there.  

China looks a little different. There we actually take it down a bit. We actually believed earlier that it could grow 5% to 8%. We are 
now seeing it more in the 1% to 2% range. Production is slowing down. Year to date, plus 1.3%. And if you look at year over year, 
you see a minus 7.8%. Sales up 1.5% year to date and a minus 2.1% if you do a year-over-year. Obviously, you also see a little bit of 
a softening on the consumer confidence. So, much about automotive.  

Let’s move to the next segment, heavy duty truck and trailer. North America, we continue to believe that we will see this year at 9% 
to 11% growth. This is pretty much no change from what we saw before. Production, however, we see as peaking at a plus 15.8% 



year to date, and we expect as a forecast that we will see production come down in the fourth quarter by 8.8% compared to the third 
quarter. This is very strongly driven by the decreasing orders. 10.9% year to date after this really record fourth  
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quarter of last year. So, diminishing order book obviously stems from that, but it’s still pretty strong. 20.3% year on year, but down if 
you compare it to the end of 2014 by 15%. So the fundamentals are really good. 1.7% freight ton miles up and 9% fleet profitability 
up.  

Talking about Europe, heavy trucks and trailer. We’re actually take our number up. We said last quarter it’s probably going to be 
between minus 2% and 0%. We now believe it’s rather going to be a plus 1% to plus 3%. Production is up in Western Europe by plus 
1% and in August, we see a year-to-date number of 5.2% up. Improving conditions in Western Europe, orders are up by 10.4% year 
to date and registrations are up 20.7%.  

On China, last but not least on heavy duty truck and trailer. There is this abnormality that we’ve talked about because of the 
regulatory change that led to this enormous demand in the end of 2014. The numbers are partially artificially coming down, but we’re 
taking them even further down. We actually believe this minus 14%, minus 16%, we now see as minus 22% to minus 24%. 
Production is now down 32% year to date. But we also believe that this is going to normalize going forward.  

So, then the next segment is packaging. Really, no change on packaging. North America, we see minus 1% to minus 2%. This is the 
historic carbonated soft drinks down and beer segment is partially offsetting it up. EU 1% to 2% through the substitution of steel by 
aluminum, and in China we see 8% to 12% penetrating more aluminum cans in the beer segment.  

Next segment is building and construction. In North America, we see a growing 4% to 5%. No change from our previous view. 
Nonresidential contracts awarded are up 12.1%. The architecture building index is kind of mixed this year. We had five positive 
months, three negative months. Case-Shiller Home Price Index, plus 4.7%. In Europe, we see a minus 2% to minus 3%, so the 
weakness continues. In China, we take it a little bit down, we believe it’s going to grow 6% to 8%. We now see it more growing in 
between 4% to 6%.  

The last segment here is industrial gas turbines. Very good story actually. Up from 1% — we see the growth this year up from what 
we thought was 1% to 3%. We now believe it is rather going to be in the 3% to 4% range. Because we are seeing the market moving 
more toward higher value products and new efficiency turbines with advanced technology. And the interesting thing is the market is 
really split between the 60 hertz market stronger US oriented where we see a 19.7% year-to-date growth, strong demand also of 
spares and component upgrades of existing turbines. The 50 hertz market in Europe is still very soft, basically due to policy decisions 
on subsidizing renewables.  

So, so much about the end market, so let’s now talk about Alcoa. Just last week, we announced that we are completing our 
transformation by creating two industry leaders. We create what we call the value-add company, a provider of high performance, 
multi-material solutions, and an upstream company leading and built for success throughout the cycle. Both as we believe are top-tier 
investment choices. So let me provide you also with some more information on what needs to be done to complete this separation. On 
the timing, the target the second half of 2016. And some people have been asking in the meantime, why can’t you not do this right 
away, or why did you announce it now and it takes about a year to do it? Frankly, there’s a lot that needs to be done in these 
separations. We looked at benchmarks and studied this quite essentially before we announced it. It typically takes 9 to 18 months in 
separations of this magnitude. On top of it, you need to inform people because you need to also broaden the team, bring more team 
people in, and you need to talk to some authorities like the tax authorities because you want to try to minimize things like tax leakage, 
just to give you a couple of points around this for those that are not so familiar with these things.  

Turning to closing conditions, final approval by the Board, as well as an opinion of counsel on the tax-free nature of the transaction, 
which we aspire to do whether it’s Form 10 filing to the US SEC. We are targeting prudent capital structures on the value-add side. 
Investment-grade, we actually believe that the Alcoa debt we intend to have this remain with the value-add company. The upstream 
company, we are targeting a strong non-investment grade. And also, it’s pretty clear that you should expect customary one-time 
charges.  

Right, so we are launching these two strong companies. And just for you to get a better feel for what are these companies all about, 
the value-add company is really a lightweight multi-material innovation powerhouse. It is positioned to grow in growth markets, 
aerospace, automotive, transportation, building and construction. We have expanded and will continue to expand in the multi-
materials field with technology and expertise. This company is an innovation leader in many fields. It’s successfully continuing to 
shift to higher value add and it has robust margin and investment opportunities above the cost of capital.  

On the upstream company, the upstream company is really a globally competitive upstream business. It caters into a market that has a 
really robust demand growth that one should keep in mind. It is very different from many, many other commodities. Aluminum 
demand is going to grow 6.5% this year worldwide, 9.3% in China. We believe that this decade is a decade where demand is doubling 
and everything that we see so far is actually ahead of this number, right. It has an attractive portfolio, the upstream company. The 



attractive portfolio of being the largest low-cost bauxite miner at the 19th percentile. The largest, most attractive alumina portfolio in 
the first quartile. Substantial energy assets that you can flexibly use. Optimized smelting capacity in the second quartile, and 17 
casthouses that are very capable to do value-add products and turn those into value. Last but not least, the upstream is committed to 
disciplined capital allocation and prudent return on capital to the shareholders.  

So let’s talk a little bit on what is in the value-add company as I guess you all are digesting this. It’s basically our GRP, our rolling 
business, our EPS business, and our transportation and construction solutions business. Those are the businesses that are in there. And 
then you see which subsegments you have in there. Let me point you  
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to one thing that you might not be aware of yet. We announced today that we are forming two new businesses inside of our global 
rolling business. One here is around the Micromill products and services. And I’ll talk a little bit more about it, because we have been 
accelerating the commercialization of this and we feel it’s about time to turn this into a real business unit, and that’s — I’m very, very 
much interested in getting this thing going.  

And then the other one is also great story of growth. We’ve grown our aerospace and automotive segments so much that we now 
decided that it’s time to separate the commercial transportation and industrial goods and the brazing out of it so that they can — they 
are big enough to stand on their own and at the same time, we can also in this segment grow much stronger. The interesting thing is 
this will be basically headquartered in Europe because the markets in commercial transportation are much, much more non-US.  

So much about this, so let me also provide you some insight on this. We have really built in the last years a very nice value-add 
business, organically as well as inorganically. Just in this quarter, we closed the acquisition of RTI on July 23. When we announced 
the acquisition, you see that we showed you the left side of this slide because one of the main reasons for this acquisition was to 
complement our position in the titanium value-add chain with the very strong position that RTI has in it. This is what you see there.  

We can tell you that the most important thing is that we make it happen with our customers. The customers reap the benefit. There’s 
nothing better than to see it and realize it’s happening. This is the first quarter where we have RTI under our wings, literally spoken, 
and we get the $1.1 billion contract from Lockheed Martin for the 100% of the titanium build product that are going into the Joint 
Strike Fighter. In addition to that, we already have and are providing substantial value-add into the Joint Strike Fighter with 
aluminum and titanium coming through forging so the aircraft body parts, some of those that you see here like the bulkheads and 
spars that you see here in this picture. Some of the titanium milled products will then go further through the value-add structure inside 
of our shops and will get forged or cast. We are also very strong when it comes to the Joint Strike Fighter jet engine parts that we go 
into there that — also the acquisition of Firth Rixson, obviously is a big plus here.  

So RTI, just to remind you of the financial benefits and what we set as targets and continue to confirm here. We believe by 2019, we 
will grow this business into a $1.2 billion revenue business and have 25% of EBITDA margin, and then synergies of around $100 
million, 30% coming in the second year and by the second year, and 100% coming by the fourth year. Interestingly, you will also see 
that in our numbers because this will be, or is a standalone business unit inside of Alcoa other than with Firth Rixson, who got fully 
integrated in two business units. Okay.  

Let me also talk about — continue to talk about aerospace and another contract that we just this week announced on Airbus fasteners. 
Those of you who are not so familiar with aerospace or with us might wonder what’s so exciting about aerospace fasteners. So we 
decided to give you a little bit more of insight in this. We are a leader when it comes to aerospace — global aerospace fasteners 
systems. When you look at the new aircraft platforms, they are all shooting for the same. That’s what their customers want, the 
airlines. They want efficiency, fuel efficiency. How do they get it? They get it through aerodynamic improvement, rate reduction, fuel 
reduction, maintenance reduction, and assembly reduction. This is what everybody is trying to do. The fasteners play and help in this 
game.  

We have a huge portfolio of fasteners. We have the broad application fasteners, and you see four examples of those that are also 
present here in the Airbuses that fly around. We also have a very specifically designed product custom solutions. So here, for 
instance, the custom panel fastener that goes into the decompression panel. What does that fastener do? Number one, the thing that 
people like and Airbus likes is it’s going to save weight. It’s going to save instantly 20 pounds of weight for the A320 where this is 
on.  

What is the functionality of this thing? What does this fastener does in case you have a sudden drop of air pressure, this sits in the 
luggage compartment. In case you have a sudden drop of air pressure in the cabin, be it in the luggage compartment or be it in the 
passenger compartment, this thing automatically pops open and allows for pressure — automatic decompression. Obviously, I hope 
you will never be exposed to this, but if you ever were, you would wish those fasteners would be on every plane.  

The other thing here is what we call the VTP junction bolt. VTP stands for vertical tail plane. What does that thing do? It saves you 
weight. It’s on the A350, 165 pounds of weight, and what does this VTP junction bolt do? 20 of those actually are used to connect the 
back part, the full tail section with the main front end of the fuselage. They hold those two pieces together. Obviously, I don’t have to 
— you have to imagine that this is a highly critical function and has to work flawlessly. So really high tech.  

Let’s talk about automotive, also. Automotive growth really allows us to shift the rolling business to higher value. We have two 
expansions here in the US. One is Davenport. It’s fully operational. It’s fully ramped up and it’s operating at capacity. Tennessee, we 
did an expansion in Tennessee and we were able to get it done and pull it forward so that we could start shipping four months ahead 
of our own targets and because demand also is very strongly there. Also bear in mind that in Tennessee, the way this was built is it 



allows us to flex production between packaging as well as automotive, depending on where the market demand is and where our 
profitability is. If you go at the right-hand side, you also see how the profitability growth is from automotive. From automotive, we 
actually see 2014 to 2015 on the auto sheet side up 60%. And then when you look at auto sheet as well as brazing, 1.4 times up from 
last year to this year and 2.4 times up to $1.8 billion revenues in 2018.  
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Often we get asked the question of, well, is this only built on one customer? Or is that an industry trend? So, let me give you some 
more background on that. We are catering from these operations to customers like Ford, which you would have expected, as well as 
General Motors, as well as Chrysler, as well as Tesla, as well as Nissan, as well as Subaru and Honda, just to mention the most 
important ones.  

All right. So when people talk today about automotive, I think they also all talk about the Micromill. The Micromill is hugely 
disruptive. It is disruptive in three ways: on the materials front, on the process front, as well as on the business model front. So on the 
material side, this allows us to make material that is 40% more formable, 30% stronger against aluminum, 2 times more formable and 
30% lighter against high-strength steel, and has the same type of crash resistance than high-strength steel. The process is 
revolutionary. What takes us 20 days today, with the Micromill takes 20 minutes. One-quarter of the footprint, 50% less energy. We 
were able because of all of this, we were able to sign a next-generation collaboration agreement, development agreement with Ford. 
The good news also and a very strong testament that how strongly Ford believes in this is that Fort has decided to put Micromill 
material on the Ford F150 pretty much now. And that’s after they’ve tested it a lot and validated it.  

Let’s talk about the commercialization, which you see here on the bottom of this slide. A lot of successful customer trials were 
completed. We have qualification agreements with nine major OEMs in all of the three continents. The letter of intent was signed 
with Danieli to commercialize this and have a licensing agreement. We have lots of licenses out and then the business model here is 
basically getting the licensing fees here. And we have the joint development agreement with Ford and this is already making it into 
the car. For North America, we have decided that we are looking into a full-scale expansion option, but that’s not decided yet. It’s up 
for evaluation.  

Let’s also talk for a second about the upstream business. The upstream business really comprises of the five segments: bauxite 
mining, alumina refining, energy, aluminum smelting, and casting. We are the world’s largest and lowest-cost bauxite miner, 19th 
percentile. The Saudi mine is 100% complete. We now have an approval from the government of Western Australia that we can start 
export trials for bauxite shipments, and it is targeted for early 2016. Largest and first quartile alumina refiner. That’s also what is a 
really a gem, and you saw it in the numbers this quarter again here in the upstream business. 75% of all external sales today are on 
API and spot.  

The next two businesses in here, energy and casting. The upstream has 1,550 megawatts in there. Most of it hydro power with the 
optionality to either use it internally or send it to the market. The casthouses, another segment here, we’ve been able to change the 
way we operate it in such a way that we have been getting incremental margin of $1.3 billion from 2010 to 2014. 70% of the products 
that leave the casthouse today are value-add products.  

Last but not least here on this segment, primary metals. We launched an improvement plan that will get us an improvement of $110 
million to $130 million in 2016. We have a proven track record in optimizing this segment. 33% operating capacity is closed, 
curtailed, or has been divested. $2.1 billion of productivity gains since 2008 to 2014. 8 points down on the cost curve in the last years. 
We flex the energy assets, and if you want to see what this has done, we provide you a very simple comparison here, down here 
between 2010 and 2015. If you look at the prices, all in that is, right, the price has been down 7% and then you look at the EBITDA 
per metric ton, up while the prices have come down, up 10%. That is what we are talking about, and it shows in the bottom line, and it
shows in the resilience of these segments and also in the other segments.  

What have we done here today? We’ve been busy. We’ve curtailed Sao Luis, closed Pocos, closed Anglesea power stations, secured 
interruptibility sales from Spain, revised the Intalco power contract, optimized the pot restarts across locations, and the strategic 
review continues to go on. And how does this improvement program that we’ve launched look like? It has basically those four major 
levers: operations, procurement, overhead, and value-add volume. And you see what the numbers are that we believe that we will be 
getting out of this.  

Let me sum this up. The transformation is on course. We’re managing the headwinds and portfolio is resilient. We are intensifying in 
innovation and growth in the value-add side and on the upstream portfolio for making less vulnerable to downswings. And the 
transformation continues on path to separation. With this, I’d be happy to have a Q&A.  

QUESTION AND ANSWER  
    
Operator  

(Operator instructions)  

Brian Yu, Citi.  
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Brian Yu - Citigroup - Analyst  

Thanks. Klaus, that was a great overview of the two businesses that you’re separating into. Just along those lines, as I think about this,
what do you think that these companies or the two businesses on a standalone basis can accomplish that would be difficult on a 
combined basis to offset some of the synergies and additional public company costs?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Well look, the thing that they can accomplish is that the — let’s start with the value-add businesses. On the value-add business side, 
you get a feel for the value that is in there when you look at what happen the trading multiples for instance of those type of 
businesses. You just see the acquisition of PCC is underway by Warren Buffett’s Berkshire Hathaway and he paid for a business that 
is having $10 billion of revenue whereas 6 of those 10 are having a full overlap with us, $37 billion, right? So you get a feel for the 
value that’s possible there. And then on the upstream side, I think that the focus on optimizing — continuing to optimize the upstream 
assets will continue to be the same. But it allows investors to have a choice between those two. That’s the major point here.  

We know from conversations with all of you that there are some of you who say, I love the upstream business, I love how you’re 
managing it, I love how you’re making it more resilient, and I don’t understand the value-add business. It might be exciting but not 
for me. And we have other investors and some of them have not invested in us that have said, hey, we love what you are doing in 
these really cool growth businesses and how you’re using technology to grow in there but we are really concerned about the upstream 
volatility because we don’t understand. We really don’t understand what’s going on in the commodity market and we have no way to 
cope with this. That’s a big, big plus in my view, Brian.  
    
Brian Yu - Citigroup - Analyst  

Okay. Thanks. And the second question. On the Micromill, can you talk about the volume contributions that you would expect for 
next year and will this be sufficient to offset some of the R&D costs so that the Micromill business with the expansion as well as 
existing ramp-up that that becomes profit neutral or perhaps it starts to contribute to the GRP business?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Brian, there a lot of variables in there and on top of it, I think we want to stick to not providing specific guidance on a business unit 
level. But you are absolutely right to point out one thing that I would like to emphasize. This is still doing some development while 
we already have commercial revenues. The revenues that we’re getting today we are getting out of our pilot mill in San Antonio, 
which is the one that we developed this on. That’s very rare that you see this. Very often you actually have to develop a 
[unintelligible] then you have to build a new one and it takes another few years until you get the revenues. This is what I think is 
worth noting. On top of it, Ford has been so convinced to put it on their crown jewel, the F150, the biggest selling car for the last 33 
years here in the US, which actually gives you an indication of how good the material is for them to go this step with something that 
is so new.  
    
Brian Yu - Citigroup - Analyst  

Okay. Thank you.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

On top of that, we have nine others that are going to the qualification process and many of those not in the US. That’s another good 
point here. Thank you, Brian. Thank you. Let’s have the next question.  
    
Operator  

David Gagliano, BMO.  
    
David Gagliano - BMO Capital Markets - Analyst  
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Great. Thanks for taking the question. I wanted to just focus in a little bit on the downstream results in the third quarter first of all. 
And I was wondering if you could give us a little more color. I think in total the ATOI was down 6% year over year. Some of that 
may be explainable by the $16 million number whereas the guidance as of Q2 is up 5% to 10% year over year. So I’m trying to figure 
out what changed versus the Q2 guidance.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Dave, there’s really a couple of things going on within the EPS results. The first is just as it was with Firth Rixson in the first quarter 
when you buy a company, you have significant purchase accounting adjustments that run through the financials in that first quarter. 
So we had negative impact of $16 million in associated with RTI. And just to elaborate a little bit more on that, when you buy a 
company, you step up the inventory to market value. That first turn of inventory, you don’t get any margin on. And so that’s what’s 
negatively impacting EPS. The second big issue in EPS is currency. And as you probably know, a stronger US dollar really 
significantly hurts the plants that are overseas and so that has had a negative impact on the EPS segment in the third quarter.  
    
David Gagliano - BMO Capital Markets - Analyst  

Okay. That’s helpful on the EPS side. I was actually doing it broader from just all three of the segments. Even when I add that $16 
million in, those three segments were down about 1% year over year whereas the guidance was up 5% to 10%. So as a whole, is it all 
currency or is there something else going on?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Yes. So let’s go — you almost have to go one by one, Dave. In TCS, they also have a negative impact from currency. You have got a 
big exposure in Europe with our truck wheels business in Europe. Also an exposure in Latin America in extrusions business. They 
had great productivity that offset some of the other cost increases, and then as I discussed in my section, GRP had a number of things 
going on, negative currency impact also but the auto volumes were very, very strong and very, very good productivity offsetting 
much of some of the cost increases and then we did have some growth spending on a couple of projects. First of all, largely the 
Micromill project and then also we are spending some money on increasing throughput projects on the GRP side. So that’s really 
what was going on in the mid and the downstream.  
    
David Gagliano - BMO Capital Markets - Analyst  

Okay. And then a quick follow up. Another numbers question, really quickly on the metal lag number. With a $48 million negative 
this quarter, we had a $39 million negative in the second quarter. I would have thought that would’ve start to reverse and should we 
be thinking about that reversing in the next quarter, for example?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Well, it will reverse depending on what metal prices do. It’s always best and in our reconciliation, we have shown you both of the 
metal lag impact and the impact from LIFO. And largely those two offset. On any given quarter, they might be somewhat different 
but if metal prices were to go up just to be clear, you would get a metal lag benefit but you would also get a little bit of a negative 
coming out of LIFO.  
    
David Gagliano - BMO Capital Markets - Analyst  

All right. Thanks very much. That’s helpful.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Sure.  
    
Operator  

Paul Massoud, Stifel.  
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Paul Massoud - Stifel Nicolaus - Analyst  

Thanks for taking my questions. First on the downstream side, the $1.1 billion contract that you signed with Lockheed Martin. I 
believe you said all of that was a result of the RTI acquisition and the capabilities you got there. So I kind of wanted to get a sense of 
margins. I think when RTI was purchased, EBITDA margins were somewhere in the mid-teens percent range, 15% or so. I appreciate 
you pushing for 25% by 2019, but at least in the beginning part of this contract should we assume something a little closer to legacy 
RTI margins on the early part of the contract?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Paul, we’re not going to comment on the contract — margins on contracts. What I’ve said — I’m really pleased that — look 23rd of 
July was the closing date. And here we are, eight weeks later and we have a $1.1 billion contract for the Joint Strike Fighter. And the 
interesting thing is, the Joint Strike Fighter, Alcoa has already has a big share in it when it comes to the same fabricating part on the 
aluminum side for instance, forgers as well as on the jet engine side. So you see that we are catering now with this integrated 
capability to the customer and that’s a very unique position where we can bring our joint knowledge in aerospace and say this is the 
most advanced piece of flying equipment that exists on this planet. I think this is also a tribute to showing that there’s trust in our 
capabilities there. Otherwise, this wouldn’t happen.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

Thanks. Maybe just one other question on the downstream. For the strategic review that you’re planning to finish by the end of the 
first quarter, excuse me, the upstream review, could you just remind us of the volumes that are still under review for both smelting 
and refining capacity? And then also just given where market conditions are right now assuming that aluminum prices stay at these 
levels, is it possible to see that review expand?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Well, on the second one, you know us well. We always look at where market conditions are and never sit still. So, depending on 
where it goes, we will respond to this. At the same time, you’ve heard Bill in a very clear way talking about what we believe we are 
seeing in the market, and I think that was a very, very good analysis. Where we are seeing that the market is most likely going into a 
deficit next year at a time when the warehouse stocks are relatively low, particularly when you look at the enormous amounts of and 
20 days of financial investors sitting in there. So, a lot point to this. On the review side, if I remember this correctly, 500,000 tons — 
(multiple speakers)  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

2.8 million metric tons on the refining side, of which we’ve already taken action on the aluminum side. On the smelting side, about 
one-third of that, and roughly half of that on the refining side with the Suralco curtailment.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

But don’t just read into it that this means that it’s all closures. The very fact that we have been able to renegotiate our power contract 
(multiple speakers) with Intalco is a major part of it. It’s all about looking at, how can we make certain things competitive? And that’s 
a big win. We’re not in the business of closing things. We’re in the business of running it for profit. That’s what we do, and I think at 
the very fact that we are able also to get those types of contract renegotiations is one of our core strengths and will continue to be.  
    
Paul Massoud - Stifel Nicolaus - Analyst  

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

Thank you, Paul.  
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Operator  

Timna Tanners, Bank of America Merrill Lynch.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

Hello, good afternoon.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

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

I apologize in advance if I sound a little dense, but there are some answers that I just wanted to clarify that you’ve gone through in 
some of the other questions. So, just to start on the comments you just made on the upstream side. I was a little confused on the one 
hand I know that there’s a review and since the timing of the review prices have worsened on the LME, however if you’re believing a 
more tighter market is around the corner, would that make you less inclined to close capacities? How do I think about that?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Well, we always look at the — when we — one part of the review is that we look at the total package by site and each site has it 
specificities. There are some sites, for instance, that have take or pay power agreements. There are some sites where the closure costs 
are enormously high. And there are some sites which are really difficult to, once you ramp them down, to ramp them up again. All of 
this goes into our evaluation and what we do, including also this point that I just pointed out to Paul, where we sometimes see is there 
an opportunity because we know the power supplier, to sit down with a power supplier and say, look, we are in dire situation here, 
and your costs are relatively low on the power. Maybe we have a better way how to have a power-sharing agreement. Very often this 
ends in having an index power price where we say, let’s index it to the metals price so that we can then in good times you make more 
and in bad times you give us more competitiveness, and we both win.  

Those are things that, Timna, from that end this is how we’ve really done it basically since the crisis. Nothing has changed on that. 
And it doesn’t always mean a full closure. It also means simple things like we are not relining. We are just not relining the plant, 
which also brings the capacity down. It’s a very cost effective way.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

Okay. All right. That’s helpful. And then the other question I wanted to clarify is I think just generically, we get this question from 
investors a lot, is the concern over a slowing aerospace market. I know you’ve been adamant that you’re confident in the aerospace 
outlook, but I think when people look at the results in the formerly known as EPS segment and don’t see the growth that they were 
expecting, it does beg the question of if the market isn’t what was expected. Is there a way that you can talk to that? And I know that 
you didn’t back out a lot of the start-up costs and the purchase accounting costs, but is there a way that we can try to understand the 
underlying growth that would have shown up in your business if it weren’t for those items?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Yes. Why are you not saying the aero — they are you not seeing the aero growth? When you look at aero revenues in the downstream 
segment, they are up 39% year over year. Part of this it is organic and part of it is acquisitions. Timna, we provided in the last quarter, 
I spent a lot of time because this was a question that we got a lot on what do we see in the aerospace market, and we really put a lot of 
research into it and just to give you a few of those factoids and you see the charts on that in my presentation for the last quarter. 
Emerging Asia adds 100 million new passengers each year. The combined experts is that you will see a 5% compound average 
growth in travel demand in the next 20 years. That’s one thing. 
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Secondly is the aircraft retirement of 600 aircraft per annum between 2015 and 2024. The third thing is one thing that I mentioned 
here also is the lower operating costs of the next-generation aircraft. Typically they give you a 20% fuel efficiency improvement and 
a 30% lower maintenance cost. And then on top of it, you have a nine- year order backlog. And you have a more diversified customer 
base today. There was many, many different airlines, so and we have shown that we continue to believe that this market is basically 
want to grow pretty substantially until 2019 and on average we provide an out through 2024 growth between 3% to 5% on average.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

I understand that aerospace growth. I think the question is whether or not Alcoa’s earnings are growing with the aerospace story and 
if there’s anything onerous happening in the margins for your businesses. Is their greater competition, titanium prices under pressure, 
that kind of thing but I understand the aerospace demand.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

What’s happening, I think, Bill, there are some things in this quarter, Timna. You are right and the two big factors on that end that are 
in there is this RTI acquisition quarter cost and then the second thing is the currency side which the interesting thing now as we are 
starting to think also externally about those two companies, most people probably don’t understand yet that the currency, a strong 
dollar is very, very good for the upstream business but really bad for the value-add business, which is kind of when you think about it 
is what’s expected. And that’s one thing that has been happening here and putting some more pressure on the value-add type.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

And you can see it very clearly in both sets of results.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Yes, exactly. Moving up the upstream side and moving down the value-add side.  
    
Timna Tanners - BofA Merrill Lynch - Analyst  

Okay. All right. Thanks.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Thank you. Thank you.  
    
Operator  

Josh Sullivan, Sterne CRT.  
    
Josh Sullivan - Sterne CRT - Analyst  

Good afternoon. Just some questions on free cash flow. You kept your $500 million target for the year but I believe you’re running at 
about negative $60 million through nine months. What happens in the fourth quarter to bring in the difference there? And then if you 
could just provide a little color between the cash flow for the value-added businesses versus the upstream businesses in this quarter, it 
might help us just scope those two different businesses.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Yes. Very good question, Josh. And as you said, year to date, we are flat to down about $60 million. We are continuing to target the 
$500 million. If you go back in history and look at the fourth quarter cash generation that we had year in and year out, we generally 
generate a lot of cash in the fourth quarter. So that’s why we’re  
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sticking to the target. As I said in my prepared remarks, clearly more difficult this year with the metal price where it’s at but we’re 
committed to doing that and we have a number of levers to be able to make it happen. What do we do each year? We try to take down 
inventories.  

Every year, we typically are able to take down inventories lower than the prior year before that. We accelerate receivables, 
collections, things like that. While it’s going to be a tough stretch, we continue to target that $500 million. When we look at cash 
generation of the two businesses over the year, you really have to look at the fact that we’ve been investing heavily in the mid and the 
downstream businesses. So we’ve done the LaPorte expansion. We’ve done the Tennessee expansion, the Davenport expansion, and 
that has taken a lot of the cash flow that would normally be generated out of the mid and the downstream and conversely we’ve not 
been investing significantly in the upstream business and so year to date, very similar levels of cash generation between the two 
companies.  
    
Josh Sullivan - Sterne CRT - Analyst  

Okay. And then could you just update us on the progress at Firth Rixson and what the EBITDA was this quarter and then maybe 
related to the last question about 2016, how are you thinking about the cadence as the LEAP engine really engages?  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Well on Firth Rixson, we ultimately refer to that in the last time. What’s different to RTI, the Firth Rixson has been fully integrated 
into two business segments inside of engineered products and solutions. We already pointed out that we have in the last quarter, we 
have a path to achieve our 2016 targets. We actually said that we are going to have an EBITDA target of $350 million in 2016 
revenues of $1.6 billion. Starting from basically 16.8% EBITDA in the second quarter 2015 and then EBITDA of $168 million. And 
here is what we are doing as we speak. The one big lever is around productivity and synergies, so we’re lifting those. The one thing is 
the standalone incremental productivity that we’re getting out of there and then on top of that the synergies, and we are at this point in 
time very roughly around 190%, 200% deployed.  

So you know we have just the DIs, the degrees of implementation system which gives us a good view inside of it and gives me some 
comfort that we are on a good path here. So that’s seeing the productivity and synergies we believe will get us an uplift between $70 
million to $80 million, and then the second part is about $100 million to $110 million coming from market and share gains, and we 
are well on our way here to build out our position. You mentioned the LEAP-X which is one which we are very much working on and 
we have some growth opportunities also on rings, forging and metals growth in different areas. And particularly as we have seen that 
we had some negative elements in there coming from the lower growth or decline actually in oil and gas as well as in mining to 
compensate for it. This is all plan. We are in the process of executing the plan, so this is, Josh, what we are plan, what we are doing.  
    
Josh Sullivan - Sterne CRT - Analyst  

Okay. Thank you.  
    
Klaus Kleinfeld - Alcoa Inc. -Chairman & CEO  

Thank you.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Thank you, Josh.  
    
Operator  

Jorge Beristain, Deutsche Bank.  
    
Jorge Beristain - Deutsche Bank - Analyst  
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Hello, good afternoon. My question is for Bill. On the pension, how should we think about the unfundedness of the pension and given 
that you’re in the process of rounding off your contributions this year? Is that something that materially lowers your unfunded 
pension balance or are those payments are simply required so it’s not really going to affect? That’s my first question.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Yes. The overall underfunded status is about 78% currently, Jorge, and we’re making the minimum payments so they would not 
significantly reduce the underfunded status.  
    
Jorge Beristain - Deutsche Bank - Analyst  

Great. And another question I had was just how should we think about the equity investments that Alcoa owns? From what I 
understand, Ma’aden was funded by the — at the corporate level but in the event of a split, what’s the thinking in terms of where 
some of these equity investments would sit? Would they just be allocated amongst the segment levels or would it be completely out 
of left field for the downstream business to take say Ma’aden with it as an equity investment?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

No. The initial plans currently each sector, each section of the Ma’aden project sits in the results of the particular segment. The 
refinery and the mine sit in the refining segment. Smelting sits in smelting. The current thinking would be that the upstream portion of
the Ma’aden project would go with the upstream company and the rolling mill portion of the Ma’aden project would go with the 
value-add company.  
    
Jorge Beristain - Deutsche Bank - Analyst  

Got it. And just a last question on allocations. How should we think about the corporate overhead and eliminations of Alcoa. This 
seems to have been one of the also reasons perhaps for the miss a little bit this quarter, sequentially your kind of elimination costs 
were up about $20 million intercompany. Could you just talk about what those are and if you guys have any control of those to bring 
those down as a way to I guess in other words improve your EBITDA?  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

Right. So if you go through the reconciliation, first of all, we’ve now provided two reconciliations of segment results to the absolute 
net income. We’ve done it both on a pre-special items level and a post-special items level. I think Nahla will spend a good deal of 
time with most everyone on the call individually, but if you look at page 53 of our deck, it provides that reconciliation, Jorge. And if 
you don’t mind, I’ll take a moment to talk through it. Metal lag and LIFO generally tend to offset. You can see interest expense; 
interest expense for us is very predictable.  

Noncontrolling interest, you know we just have one major noncontrolling interest now. And that’s the AWAC entity. Corporate 
expenses are fairly predictable. Restructuring and other charges are going to be dependent on what restructuring gets done, and then 
there’s the other category and the other category can vary a little bit from time to time but essentially it’s a couple of major items and 
that’s the pension for retirees that are not in a particular business and also a true up for taxes. Nahla can walk you through all of that 
but we’re trying to provide much more clarity around it in the reconciliations.  
    
Jorge Beristain - Deutsche Bank - Analyst  

Extremely helpful and sorry I did miss going to page 53.  
    
William Oplinger - Alcoa Inc. - EVP & CFO  

I apologize. I just gave you the actual number because it is a long deck.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  
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It is a very long deck. Jorge, thank you.  
    
Operator  

And that is all the time we have for questions. l will now turn the call back to Klaus Kleinfeld.  
    
Klaus Kleinfeld - Alcoa Inc. - Chairman & CEO  

Okay. First of all, thank you very much for listening. Obviously, there was a lot to digest in this quarter. A very volatile world that we 
are in. Currency swings, interest rate speculations, pricing uncertainties in China, emerging countries, commodity prices decline, all 
of this affects all of us. Against the backdrop, we have seen very resilient results. I think it’s a testament of our transformation the 
Company is today much stronger. We cannot control the outside factors but we are laser focused on what we can control. I believe 
our resilience shows our course is the right one and we will give you more updates on the separation as we go. Thank you very much. 
That concludes this call. Thank you.  
    
Operator  

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

N
C

I:N
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controlling
interest

See
appendix

forA
djusted

Incom
e

reconciliation
Pre

tax
B

efore
N

C
IA

fter
tax

A
fterN

C
I$

M
illions
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share

am
ounts2Q

15
3Q

15
2Q

15
3Q

15
Incom

e
Statem

entC
lassification

Segm
entIncom

e
from

C
ontinuing

O
perations$282

$206
$140

$44
Incom

e
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D
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Share
$0

10
$0
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R

estructuring
R
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estructuring
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O
therC
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O

G
S

C
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ary
M
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Item
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$22

($15)Incom
e

TaxesC
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R
P

G
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Land
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$38
$19

$25
O

therIncom
e

N
etC
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Portfolio
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C

osts($6)($25)($5)($22)SG
&

A
/InterestExpense

C
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M
ark
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M

arketEnergy
C
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N
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e

from
C

ontinuing
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  R
econciliation

ofA
TO

Ito
C

onsolidated
N

et(Loss)Incom
e

A
ttributable

to
A

lcoa(1)
(in

m
illions)1Q

14
2Q

14
3Q

14
4Q

14
2014

1Q
15

2Q
15

3Q
15

Totalsegm
entA

TO
I(2)$320

$408
$581

$659
$1

968
$656

$567
$410

U
nallocated

am
ounts(netoftax):Im

pactofLIFO
(7)(8)(18)(21)(54)7

36
50

M
etal

price
lag(2)7

11
38

22
78

(23)(39)(48)Interestexpense
(78)(69)(81)(80)(308)(80)(80)(80)N

oncontrolling
interests19

9
18

45
91

(60)(67)(62)C
orporate

expense
(65)(67)(72)(80)(284)(62)(65)(72)R

estructuring
and

othercharges(321)(77)(189)(307)(894)(161)(159)(48)O
ther(53)(69)(128)(79)(329)(82)(53)(106)C
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net(loss)incom

e
attributable

to
A

lcoa
$(178)$138

$149
$159

$268
$195

$140
$44

(1)In
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e
th

ird
q

uartero
f2015

m
an
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em

entap
proved

a
realignm

ento
fA

lcoa’sEn
g

ineered
Pro

ductsan
d

So
lutionssegm

entd
ue

to
the

expansion
o

fth
isp

arto
fA

lcoa’sbusinessp
ortfolio

through
both

organic
and

inorganic
grow

th
A

portion
ofthisrealignm

entconsisted
ofm

oving
the

Latin
A

m
erican

extrusionsbusinessfrom
C

orporate
into

a
new

Transportation
and

C
onstruction

Solutionssegm
ent(see

the
R

econciliation
ofTransportation

and
C

onstruction
SolutionsA

djusted
EB

ITD
A

foradditionalinform
ation)

Segm
entinform

ation
forallpriorperiodspresented

w
asrevised

to
reflectthe

new
segm

entstructure
(2)Effective

in
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

the
resultsofthe

G
lobalR

olled
Productsand

Engineered
Productsand

Solutions(now
Engineered

Productsand
Solutionsand

Transportation
and

C
onstruction

Solutions
see

footnote
1

above)segm
entsin

orderto
enhance

the
visibility

ofthe
underlying

operating
perform

ance
ofthese
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M

etalprice
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describesthe
tim

ing
difference

created
w

hen
the

average
price
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m

etalsold
differsfrom

the
average

costofthe
m

etalw
hen
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the
respective
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ent
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p
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sep
arate

line
item

in
A
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result
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resultsofA
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entalV
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(in
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the
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econciliation
ofTransportation

and
C

onstruction
SolutionsA

djusted
EB

ITD
A

foradditional
inform

ation)
Segm

entinform
ation

forallpriorperiodspresented
w
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the
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the
average

costofthe
m

etalw
hen

purchased
by

the
respective

segm
ent

The
im
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the
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and
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035
$942
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(incom
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djusted
EB

ITD
A

$978
$1

092
$1

666
$1

564
$1

239
$282

$752
$1

161
$505

$749
$911

$193
$390

$376
Production
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A
/Production

($
perm

etric
ton)$68

$75
$110

$104
$81

$20
$47

$70
$31

$45
$55

$46
$98

$95
A

lco
a’sd

efinition
o

fA
d

justed
EB

ITD
A

(Earn
ingsbefo

re
in

terest
taxes

d
epreciation

an
d

am
ortization)isn

etm
argin

p
lusan

add
back

fordepreciation
depletion

and
am

ortization
N

etm
argin

isequivalentto
Salesm

inusthe
follow

ing
item

s:C
ostofgoodssold;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/losseson

assetsalesand
othernon

operating
item

s
A

djusted
EB

ITD
A

isa
non

G
A

A
P

financialm
easure

M
anagem

entbelievesthatthism
easure

ism
eaningfulto

investors
because

A
djusted

EB
ITD

A
providesadditionalinform

ation
w

ith
respectto

A
lcoa’soperating

perform
ance

and
the

C
om

pany’sability
to

m
eetitsfinancialobligations

The
A

djusted
EB

ITD
A

presented
m

ay
notbe

com
parable

to
sim

ilarly
titled

m
easuresofothercom

panies
[A
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logo]
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  R
econciliation

ofPrim
ary

M
etalsA

djusted
EB

ITD
A

($
in

m
illions

exceptperm
etric

ton
am

ounts)2004
2005

2006
2007

2008
2009

2010
2011

2012
2013

2014
3Q

14
2Q

15
3Q

15
LTM

2015*
A

fter
tax

operating
incom

e
(A

TO
I)$808

$822
$1

760
$1

445
$931

$(612)$488
$481

$309
$(20)$594

$245
$67

$(59)$462
A

dd:D
epreciation

depletion
and

am
ortization

326
368

395
410

503
560

571
556

532
526

494
124

109
106

441
Equity

(incom
e)loss(58)12

(82)(57)(2)26
(1)7

27
51

34
5

7
4

Incom
e

taxes314
307

726
542

172
(365)96

92
106

(74)203
95

6
(49)103

O
ther20

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

(2)(5)A
djusted

EB
ITD

A
$1

410
$1

413
$2

786
$2

313
$1

572
$(567)$1

147
$1

138
$552

$475
$1

319
$465

$187
$3

$1
005

Production
(thousand

m
etric

tons)(km
t)3

376
3

554
3

552
3

693
4

007
3

564
3

586
3

775
3

742
3

550
3

125
760

701
700

2
843

A
djusted

EB
ITD

A
/Production

($
perm

etric
ton)

$418
$398

$784
$626

$392
$(159)$320

$301
$148

$134
$422

$612
$267

$4
$353

A
lco

a’sd
efinition

o
fA

d
justed

EB
ITD

A
(Earn

ingsbefo
re

in
terest

taxes
d

epreciation
an

d
am

ortization)isn
etm

argin
p

lusanadd
back

fordepreciation
depletion

and
am

ortization
N

etm
argin

isequivalentto
Salesm

inusthe
follow

ing
item

s:C
ostofgoodssold;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/losseson
assetsalesand

othernon
operating

item
s

A
djusted

EB
ITD

A
isa

non
G

A
A

P
financialm

easure
M

anagem
entbelievesthatthism

easure
ism

eaningfulto
investorsbecause

A
djusted

EB
ITD

A
providesadditionalinform

ation
w

ithrespectto
A

lcoa’so
perating

p
erform

ance
an

d
th

e
C

om
pany’sability

to
m

eetitsfinancial
obligations

The
A

djusted
EB

ITD
A

presented
m

ay
notbe

com
parable

to
sim

ilarly
titled

m
easuresofothercom

panies
*

LTM
2015

refersto
the

tw
elve

m
onth

period
ended

Septem
ber30

2015
[A

lcoa
logo]
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  R
econciliation

ofG
lobalR

olled
ProductsA

djusted
EB

ITD
A

(1)
($

in
m

illions
exceptperm

etric
ton

am
ounts)2004

2005
2006

2007
2008

2009
2010(2)2011(2)2012(2)2013

2014
3Q

14
2Q

15
3Q

15
A

fter
tax

operating
incom

e
(A

TO
I)$254

$278
$233

$178
$(3)$(49)$220

$266
$358

$292
$245

$69
$76

$62
A

dd:D
epreciation

depletion
and

am
ortization

200
220

223
227

216
227

238
237

229
226

235
62

56
56

Equity
loss1

2
3

6
13

27
8

7
8

Incom
e

taxes75
121

58
92

35
48

92
104

167
123

89
26

25
28

O
ther1

1
20

1
6

(2)1
1

(2)
(1)(1)

(1)A
djusted

EB
ITD

A
$531

$620
$536

$498
$254

$224
$551

$611
$758

$654
$595

$164
$164

$153
Totalshipm

ents(thousand
m

etric
tons)(km

t)2
136

2
250

2
376

2
482

2
361

1
888

1
755

1
866

1
943

1
989

2
056

526
479

464
A

djusted
EB

ITD
A

/Totalshipm
ents($

perm
etric

ton)$249
$276

$226
$201

$108
$119

$314
$327

$390
$329

$289
$312

$342
$330

A
lcoa’sdefinition

ofA
djusted

EB
ITD

A
(Earningsbefore

interest
taxes

depreciation
and

am
ortization)isnetm

argin
plusan

add
back

fordepreciation
depletion

and
am

ortization
N

etm
argin

isequivalentto
Salesm

inusthe
follow

ing
item

s:C
ostof

goodssold;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/losseson
assetsalesand

othernon
operating

item
s

A
djusted

EB
ITD

A
isa

non
G

A
A

P
financialm

easure
M

anagem
entbelievesthatthism

easure
ism

eaningfulto
investorsbecause

A
djusted

EB
ITD

A
providesadditionalinform

ation
w

ith
respectto

A
lcoa’soperating

perform
ance

and
the

C
om

pany’sability
to

m
eetitsfinancialobligations

The
A

djusted
EB

ITD
A

presented
m

ay
notbe

com
parable

to
sim

ilarly
titled

m
easuresofothercom

panies
(1)Effective

in
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

the
resultsofthe

G
lobalR

olled
Productssegm

entin
orderto

enhance
the

visibility
ofthe

underlying
operating

perform
ance

ofthisbusiness
M

etalprice
lag

describesthe
tim

ing
difference

created
w

hen
the

average
price

ofm
etalsold

differsfrom
the

average
costofthe

m
etalw

hen
purchased

by
thissegm

ent
The

im
pactofm

etal
price

lag
isnow

reported
asa

separate
line

item
in

A
lcoa’sreconciliation

oftotalsegm
entA

TO
Ito

consolidated
net(loss)incom

e
attributable

to
A

lcoa
A

sa
result

thischange
doesnotim

pactthe
consolidated

resultsof
A

lcoa
Segm

entinform
ation

forallpriorperiodspresented
w

asupdated
to

reflectthischange
(2)The

average
A

djusted
EB

ITD
A

perm
etric

ton
ofthese

three
yearsequals$344

and
representsthe

average
historicalhigh

for
the

G
lobalR

olled
Productssegm

ent
A

lcoa
hasa

2016
targetto

m
eetorexceed

thisaverage
historicalhigh

[A
lcoa

logo]
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  R
econciliation

ofEngineered
Productsand

Solutions(1)A
djusted

EB
ITD

A
(2)

($
in

m
illions)2004

2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

3Q
14

2Q
15

3Q
15

A
fter

tax
operating

incom
e

(A
TO

I)$144
$183

$237
$351

$465
$321

$355
$436

$484
$569

$579
$155

$165
$151

A
dd:

D
epreciation

depletion
and

am
ortization

118
114

111
114

118
118

114
120

122
124

137
32

54
61

Incom
e

taxes81
86

128
186

225
159

182
224

248
286

298
78

81
71

O
ther(9)(12)2

2
2

2
1

1
A

djusted
EB

ITD
A

$334
$371

$478
$653

$810
$600

$651
$780

$854
$979

$1
014

$266
$301

$283
Third

party
sales$2

643
$2

966
$3

406
$3

821
$4

215
$3

355
$3

225
$3

716
$3

863
$4

054
$4

217
$1

034
$1

279
$1

397
A

djusted
EB

ITD
A

M
argin

12
6%

12
5%

14
0%

17
1%

19
2%

17
9%

20
2%

21
0%

22
1%

24
1%

24
0%

25
7%

23
5%

20
3%

A
lcoa’sdefinition

ofA
djusted

EB
ITD

A
(Earningsbefore

interest
taxes

depreciation
and

am
ortization)

isnetm
argin

plusan
add

back
fordepreciation

depletion
and

am
ortization

N
etm

argin
isequivalentto

Salesm
inusthe

follow
ing

item
s:C

ostofgoodssold;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/losseson
assetsalesand

othernon
operating

item
s

A
djusted

EB
ITD

A
isa

non
G

A
A

P
financialm

easure
M

anagem
entbelievesthatthism

easure
ism

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

eetitsfinancialobligations
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
entof

A
lcoa’sEngineered

Productsand
Solutionssegm

entdue
to

the
expansion

ofthispartofA
lcoa’sbusinessportfolio

through
both

organic
and

inorganic
grow

th
Thisrealignm

entconsisted
ofm

oving
both

the
A

lcoa
W

heels
and

Transportation
Productsand

B
uilding

and
C

onstructionsSystem
sbusinessunitsto

a
new

reportable
segm

entnam
ed

Transportation
and

C
onstruction

Solutions
A

dditionally
the

Latin
A

m
erican

extrusionsbusiness
previously

included
in

C
orporate

w
asm

oved
into

the
new

Transportation
and

C
onstruction

Solutionssegm
ent

The
rem

aining
Eng

ineered
Productsand

Solutionssegm
entconsistsofthe

A
lcoa

Fastening
System

sand
R

ings
(renam

ed
to

include
portionsofthe

Firth
R

ixson
businessacquired

in
N

ovem
ber2014)

A
lcoa

Pow
erand

Propulsion
(includesthe

TITA
L

businessacquired
in

M
arch

2015)
A

lcoa
Forgingsand

Extrusions(includesthe
otherportionsofFirth

R
ixson)

and
A

lcoa
Titanium

and
Engineered

Products(a
new

businessunitthatrepresentsthe
R

TIInternationalM
etalsbusinessacquired

in
July

2015)businessunits
Segm

entinform
ation

forall
priorperiodspresented

w
asrevised

to
reflectthe

new
segm

entstructure
(2)Effective

in
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

the
resultsofthe

Engineered
Productsand

Solutions(now
Engineered

Productsand
Solutionsand

Transportation
and

C
onstruction

Solutions
see

footnote
1

above)segm
entin

orderto
enhance

the
visibility

ofthe
underlying

operating
perform

ance
ofthisbusiness

M
etalprice

lag
describesthe

tim
ing

difference
created

w
hen

the
average

price
ofm

etalsold
differsfrom

the
average

costofthe
m

etalw
hen

purchased
by

thissegm
ent

The
im

pactofm
etalprice

lag
isnow

reported
asa

separate
line

item
in

A
lcoa’sreconciliation

oftotalsegm
entA

TO
Ito

consolidated
net(loss)incom

e
attributable

to
A

lcoa
A

sa
result

thischange
doesnotim

pactthe
consolidated

resultsofA
lcoa

Segm
entinform

ation
for

allpriorperiodspresented
w

asupdated
to

reflectthischange
[A

lcoa
logo]
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  R
econciliation

ofTransportation
and

C
onstruction

Solutions(1)A
djusted

EB
ITD

A
(2)

($
in

m
illions)2004

2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

3Q
14

2Q
15

3Q
15

A
fter

tax
operating

incom
e

(A
TO

I)$15
$94

$129
$94

$82
$5

$73
$109

$126
$167

$180
$50

$44
$44

A
dd:D

epreciation
depletion

and
am

ortization
52

50
45

55
53

65
48

45
42

42
42

10
11

11
Equity

loss(incom
e)

6
(2)(2)(1)

Incom
e

taxes(15)30
27

7
(21)18

38
49

67
69

20
17

18
O

ther116
1

(4)(10)
(1)(9)(2)

1
(1)(1)A

djusted
EB

ITD
A

$168
$175

$203
$146

$135
$47

$137
$190

$208
$274

$291
$81

$71
$72

Third
party

sales$1
754

$1
954

$2
204

$2
249

$2
270

$1
537

$1
656

$1
936

$1
914

$1
951

$2
021

$523
$492

$475
A

djusted
EB

ITD
A

M
argin

9
6%

9
0%

9
2%

6
5%

5
9%

3
1%

8
3%

9
8%

10
9%

14
0%

14
4%

15
5%

14
4%

15
2%

A
lcoa’sdefinition

ofA
djusted

EB
ITD

A
(Earningsbefore

interest
taxes

depreciation
and

am
ortization)is

netm
argin

plusan
add

back
fordepreciation

depletion
and

am
ortization

N
etm

argin
isequivalentto

Salesm
inusthe

follow
ing

item
s:C

ostofgoodssold;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/losseson
assetsalesand

othernon
operating

item
s

A
djusted

EB
ITD

A
isa

non
G

A
A

P
financialm

easure
M

anagem
entbelievesthatthism

easure
ism

eaningfulto
investorsbecause

A
djusted

EB
ITD

A
providesadditionalinform

ation
w

ith
respectto

A
lcoa’soperating

perform
ance

and
the

C
om

pany’sability
to

m
eetitsfinancialobligations

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
entdue

to
the

expansion
ofthispartofA

lcoa’sbusinessportfolio
through

both
organic

and
inorganic

grow
th

Thisrealignm
entconsisted

ofm
oving

both
the

A
lcoa

W
heelsand

Transportation
Productsand

B
uilding

and
C

onstructionsSystem
sbusinessunitsto

a
new

reportable
segm

entnam
ed

Transportation
and

C
onstruction

Solutions
A

dditionally
the

Latin
A

m
erican

extrusionsbusiness
previously

included
in

C
orporate

w
asm

oved
into

the
new

Transportation
and

C
onstruction

Solutionssegm
ent

The
rem

aining
Eng

ineered
Productsand

Solutionssegm
entconsistsofthe

A
lcoa

Fastening
System

sand
R

ings
(renam

ed
to

include
portionsofthe

Firth
R

ixson
businessacquired

in
N

ovem
ber2014)

A
lcoa

Pow
erand

Propulsion
(includesthe

TITA
L

businessacquired
in

M
arch

2015)
A

lcoa
Forgingsand

Extrusions(includesthe
otherportionsofFirth

R
ixson)

and
A

lcoa
Titanium

and
Engineered

Products(a
new

businessunitthatrepresentsthe
R

TIInternationalM
etalsbusinessacquired

in
July

2015)businessunits
Segm

entinform
ation

forall
priorperiodspresented

w
asrevised

to
reflectthe

new
segm

entstructure
(2)Effective

in
the

second
quarterof2015

m
anagem

entrem
oved

the
im

pactofm
etalprice

lag
from

the
resultsofthe

Engineered
Productsand

Solutions(now
Engineered

Productsand
Solutionsand

Transportation
and

C
onstruction

Solutions
see

footnote
1

above)segm
entin

orderto
enhance

the
visibility

ofthe
underlying

operating
perform

ance
ofthisbusiness

M
etalprice

lag
describesthe

tim
ing

difference
created

w
hen

the
average

price
ofm

etalsold
differsfrom

the
average

costofthe
m

etalw
hen

purchased
by

thissegm
ent

The
im

pactofm
etalprice

lag
isnow

reported
asa

separate
line

item
in

A
lcoa’sreconciliation

oftotalsegm
entA

TO
Ito

consolidated
net(loss)incom

e
attributable

to
A

lcoa
A

sa
result

thischange
doesnotim

pactthe
consolidated

resultsofA
lcoa

Segm
entinform

ation
for

allpriorperiodspresented
w

asupdated
to

reflectthischange
[A
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logo]
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  R
econciliation

ofFree
C

ash
Flow

(in
m

illions)Y
earended

Q
uarterended

D
ecem

ber31
2010

D
ecem

ber31
2011

D
ecem

ber31
2012

D
ecem

ber31
2013

D
ecem

ber31
2014

Septem
ber30

2014
June

30
2015

Septem
ber30

2015
C

ash
from

operations
$2

261
$2

193
$1

497
$1

578
$1

674
$249

$472
$420

C
apitalexpenditures(1

015)(1
287)(1

261)(1
193)(1

219)(283)(267)(268)Free
cash

flow
$1

246
$906

$236
$385

$455
$(34)$205

$152
Free

C
ash

Flow
isa

non
G

A
A

P
financialm

easure
M

anagem
entbelievesthatthism

easure
ism

eaningfulto
investorsbecause

m
anagem

entreview
scash

flow
sgenerated

from
operationsaftertaking

into
consideration

capitalexpendituresdue
to

the
factthatthese

expendituresare
considered

necessary
to

m
aintain

and
expand

A
lcoa’sassetbase

and
are

expected
to

generate
future

cash
flow

sfrom
operations

Itisim
portantto

note
thatFree

C
ash

Flow
doesnotrepresent

the
residualcash

flow
available

fordiscretionary
expendituressince

othernon
discretionary

expenditures
such

asm
andatory

debtservice
requirem

ents
are

notdeducted
from

the
m

easure
[A

lcoa
logo]
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  D
aysW

orking
C

apital
D

aysW
orking

C
apital=

W
orking

C
apitaldivided

by
(Sales/num

berofdaysin
the

quarter)
(1)The

deferred
purchase

price
receivable

relatesto
an

arrangem
entto

sellcertain
custom

erreceivablesto
severalfinancial

institutionson
a

recurring
basis

A
lcoa

isadding
back

thisreceivable
forthe

purposesofthe
D

aysW
orking

C
apitalcalculation

(2)The
W

orking
C

apitalforeach
period

presented
representsan

average
quarterW

orking
C

apital
w

hich
reflectsthe

capitaltied
up

during
a

given
quarter

A
ssuch

the
com

ponentsofW
orking

C
apitalforeach

period
presented

representthe
average

ofthe
ending

balancesin
each

ofthe
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