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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).     

Yes o No x

The aggregate market value of the Registrant’s Common Stock owned by non-affiliates as of January 31, 2008 for
accelerated filer purposes was $100,149,000.

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the close of the period
covered by this report.

Common Stock – 5,076,000 Shares
Class B Stock – 1,914,797 Shares
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FORWARD-LOOKING STATEMENTS

Certain statements in this report, including, but not limited to, those under the heading “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and those statements elsewhere in this report and other
documents we file with the Commission contain forward-looking statements that are based on current expectations,
estimates, forecasts and projections about our future performance, our business, our beliefs, and our management’s
assumptions. In addition, we, or others on our behalf, may make forward-looking statements in press releases or
written statements, or in our communications and discussions with investors and analysts in the normal course of
business through meetings, webcasts, phone calls, and conference calls. Words such as “expect,” “outlook,” “forecast,”
“would”, “could,” “should,” “project,” “intend,” “plan,” “continue,” “believe,” “seek,” “estimate,” “anticipate,” “believe”, “may,” “assume,”
variations of such words and similar expressions are intended to identify such forward-looking statements, which are
made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995.

Such statements are subject to certain risks, uncertainties and assumptions that could cause actual results to differ
materially, including those described in Item 1A, Risk Factors, of our Annual Report on Form 10-K for the fiscal year
ended July 31, 2007, which risk factors are incorporated herein by reference. Should one or more of these or other
risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially
from those anticipated, intended, expected, believed, estimated, projected or planned. You are cautioned not to place
undue reliance on these forward-looking statements, which speak only as of the date hereof. Except to the extent
required by law, we do not have any intention or obligation to update publicly any forward-looking statements after
the distribution of this report, whether as a result of new information, future events, changes in assumptions, or
otherwise.

TRADEMARK NOTICE
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Oil-Dri, Agsorb, Oil-Dri All Purpose, Oil-Dri Lites, Cat’s Pride, Jonny Cat, KatKit, ConditionAde, Pure-Flo,
UltraClear, Poultry Guard, Flo-Fre, Saular, Terra Green and Pro’s Choice are all registered trademarks of Oil-Dri
Corporation of America or of its subsidiaries. PelUnite Plus, Perform and Select are trademarks of Oil-Dri
Corporation of America. Fresh Step is the registered trademark of The Clorox Company.
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PART I - FINANCIAL INFORMATION

ITEM 1. Financial Statements

OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Condensed Consolidated Balance Sheets

(in thousands of dollars)
(unaudited)

January 31,
2008  

July 31,
2007

ASSETS
Current Assets
Cash and cash equivalents $ 4,325 $ 12,133
Investment in securities 24,355 17,894
Accounts receivable, less allowance of $643 and $569 at January 31, 2008
and July 31, 2007, respectively 29,973 27,933
Inventories 16,396 15,237
Deferred income taxes 788 788
Prepaid expenses and other assets 5,511 4,315
Total Current Assets 81,348 78,300

Property, Plant and Equipment
Cost 154,550 151,478
Less accumulated depreciation and amortization (102,818) (100,033)
Total Property, Plant and Equipment, Net 51,732 51,445

Other Assets
Goodwill 5,162 5,162
Trademarks and patents, net of accumulated amortization of $339 and $327
at January 31, 2008 and July 31, 2007, respectively 817 817
Debt issuance costs, net of accumulated amortization of $487 and $450 at
January 31, 2008 and July 31, 2007, respectively 376 413
Licensing agreements, net of accumulated amortization of $2,857 and
$2,757 at January 31, 2008 and July 31, 2007, respectively 582 682
Deferred income taxes 1,652 1,618
Other 3,692 3,650
Total Other Assets 12,281 12,342

Total Assets $ 145,361 $ 142,087

The accompanying notes are an integral part of the condensed consolidated financial statements.   

3

Edgar Filing: OIL DRI CORP OF AMERICA - Form 10-Q

5



OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Condensed Consolidated Balance Sheets

(in thousands of dollars)
(unaudited)

January 31,
2008  

July 31,
2007

LIABILITIES & STOCKHOLDERS’ EQUITY

Current Liabilities
Current maturities of notes payable $ 8,080 $ 4,080
Accounts payable 6,130 6,181
Dividends payable 846 833
Accrued expenses:
Salaries, wages and commissions 4,018 7,052
Trade promotions and advertising 3,028 2,395
Freight 1,524 1,305
Other 5,796 5,559
Total Current Liabilities 29,422 27,405

Noncurrent Liabilities
Notes payable 23,000 27,080
Deferred compensation 4,958 4,756
Other 3,043 2,604
Total Noncurrent Liabilities 31,001 34,440

Total Liabilities 60,423 61,845

Stockholders’ Equity
Common Stock, par value $.10 per share, issued 7,362,226 shares at
January 31, 2008 and 7,270,167 shares at July 31, 2007 736 727
Class B Stock, par value $.10 per share, issued 2,239,538 shares at January
31, 2008 and 2,234,538 shares at July 31, 2007 224 223
Additional paid-in capital 21,572 20,150
Restricted unearned stock compensation (824) (991)
Retained earnings 103,386 100,503
Accumulated Other Comprehensive Income
Unrealized gain on marketable securities 50 59
Pension and postretirement benefits 869 857
Cumulative translation adjustment 718 507

126,731 122,035
Less Treasury Stock, at cost (2,286,226 Common and 324,741 Class B
shares at January 31, 2008 and 2,286,226 Common and 324,741 Class B
shares at July 31, 2007) (41,793) (41,793)
Total Stockholders’ Equity 84,938 80,242

Total Liabilities & Stockholders’ Equity $ 145,361 $ 142,087

The accompanying notes are an integral part of the condensed consolidated financial statements.
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OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Condensed Consolidated Statements of Income and Retained Earnings

(in thousands, except for per share amounts)
(unaudited)

For The Six Months Ended
January 31

2008 2007

Net Sales $ 113,311 $ 105,002
Cost of Sales (89,533) (82,842)
Gross Profit 23,778 22,160
Selling, General and Administrative Expenses (17,111) (16,812)
Income from Operations 6,667 5,348

Other Income (Expense)
Interest expense (1,144) (1,258)
Interest income 652 691
Other, net 133 147
Total Other Income (Expense), Net (359) (420)

Income Before Income Taxes 6,308 4,928
Income taxes (1,735) (1,318)
Net Income 4,573 3,610

Retained Earnings
Balance at beginning of year 100,503 97,390
Cumulative effect of change in accounting principle, net of tax* — (1,235)
Cash dividends declared (1,690) (1,513)
Retained Earnings – January 31 $ 103,386 $ 98,252

Net Income Per Share
Basic Common $ 0.70 $ 0.58
Basic Class B $ 0.57 $ 0.43
Diluted $ 0.64 $ 0.52

Average Shares Outstanding
Basic Common 5,033 4,861
Basic Class B 1,846 1,810
Diluted 7,196 6,952

*See Note 8 of the notes to the condensed consolidated financial statements for a description of the change in
accounting for stripping costs incurred during production.

The accompanying notes are an integral part of the condensed consolidated financial statements.
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OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Condensed Consolidated Statements of Comprehensive Income

(in thousands of dollars)
(unaudited)

For The Six Months Ended
January 31

2008 2007

Net Income $ 4,573 $ 3,610

Other Comprehensive Income:
Unrealized (loss) gain on marketable securities (9) 15
Pension and postretirement benefits 12
Cumulative Translation Adjustments 211 (28)

Total Comprehensive Income $ 4,787 $ 3,597

The accompanying notes are an integral part of the condensed consolidated financial statements.
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OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Condensed Consolidated Statements of Income

(in thousands, except for per share amounts)
(unaudited)

For The Three Months Ended
January 31

2008 2007

Net Sales $ 58,026 $ 52,873
Cost of Sales (46,678) (41,376)
Gross Profit 11,348 11,497
Selling, General and Administrative Expenses (8,251) (8,651)
Income from Operations 3,097 2,846

Other Income (Expense)
Interest expense (570) (641)
Interest income 284 353
Other, net 71 122
Total Other Income (Expense), Net (215) (166)

Income Before Income Taxes 2,882 2,680
Income taxes (793) (717)
Net Income $ 2,089 $ 1,963

Net Income Per Share
Basic Common $ 0.32 $ 0.32
Basic Class B $ 0.26 $ 0.23
Diluted $ 0.29 $ 0.28

Average Shares Outstanding
Basic Common 5,062 4,871
Basic Class B 1,853 1,815
Diluted 7,239 6,987

The accompanying notes are an integral part of the condensed consolidated financial statements.   
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OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Condensed Consolidated Statements of Comprehensive Income

(in thousands of dollars)
(unaudited)

For The Three Months Ended
January 31

2008 2007

Net Income $ 2,089 $ 1,963

Other Comprehensive Income:

Unrealized (loss) gain on marketable securities (35) 7
Pension and postretirement benefits 6 —
Cumulative Translation Adjustments (236) (102)

Total Comprehensive Income $ 1,824 $ 1,868

The accompanying notes are an integral part of the condensed consolidated financial statements.
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OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows

(in thousands of dollars)
(unaudited)

For The Six Months Ended
January 31

2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 4,573 $ 3,610
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization 3,735 3,672
Amortization of investment discount (455) (447)
Non-cash stock compensation expense 468 567
Excess tax benefits for share-based payments (238) (86)
Deferred income taxes 10 (6)
Provision for bad debts 120 205
Loss on the sale of fixed assets 18 446
(Increase) Decrease in:
Accounts receivable (2,159) (1,010)
Inventories (1,159) 1,268
Prepaid expenses (1,196) (454)
Other assets 180 (201)
Increase (Decrease) in:
Accounts payable 144 (968)
Accrued expenses (1,893) (95)
Deferred compensation 202 89
Other liabilities 372 523
Total Adjustments (1,851) 3,503
Net Cash Provided by Operating Activities 2,722 7,113

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (3,828) (4,098)
Proceeds from sale of property, plant and equipment 28 30
Purchases of investment securities (56,006) (22,852)
Dispositions of investment securities 50,000 23,700
Net Cash Used in Investing Activities (9,806) (3,220)

CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on notes payable (80) (80)
Dividends paid (1,678) (1,509)
Proceeds from issuance of common stock 893 496
Excess tax benefits for share-based payments 238 86
Other, net 68 36
Net Cash Used in Financing Activities (559) (971)

Effect of exchange rate changes on cash and cash equivalents (165) 43

Net (Decrease) Increase in Cash and Cash Equivalents (7,808) 2,965
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Cash and Cash Equivalents, Beginning of Year 12,133 6,607
Cash and Cash Equivalents, January 31 $ 4,325 $ 9,572

The accompanying notes are an integral part of the condensed consolidated financial statements.
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OIL-DRI CORPORATION OF AMERICA & SUBSIDIARIES
Notes To Condensed Consolidated Financial Statements

(Unaudited)

1. BASIS OF STATEMENT PRESENTATION

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America (“U.S. GAAP”) for interim financial
information and with instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include
all of the information and footnotes required by U.S. GAAP for complete financial statements. The financial
statements and the related notes are condensed and should be read in conjunction with the consolidated financial
statements and related notes for the year ended July 31, 2007, included in our Annual Report on Form 10-K filed with
the Securities and Exchange Commission.

The unaudited condensed consolidated financial statements include the accounts of the parent company and its
subsidiaries. All significant intercompany transactions are eliminated.

The unaudited condensed consolidated financial statements reflect all adjustments, consisting of normal recurring
accruals, which are, in the opinion of management, necessary for a fair presentation of the statements contained
herein. Operating results for the three months and the six months ended January 31, 2008 are not necessarily an
indication of the results that may be expected for the fiscal year ending July 31, 2008.

The preparation of the unaudited financial statements in conformity with U.S. GAAP requires the use of estimates and
assumptions related to the reporting of assets, liabilities, revenues, expenses and related disclosures. Estimates are
revised periodically. Actual results could differ from these estimates.

Under the terms of our sales agreements with customers, we recognize revenue when title is transferred. Upon
shipment an invoice is generated that sets the fixed and determinable price. Promotional reserves are provided for
sales incentives made directly to consumers and customers and are netted against sales. Sales returns and allowances
have historically not been material. Selling, general and administrative expenses include salaries, wages and benefits
associated with staff outside the manufacturing and distribution functions, advertising costs, research and development
costs and all other non-manufacturing and non-distribution expenses.

We evaluate our allowance for doubtful accounts utilizing a combination of a historical experience and a periodic
review of our accounts receivable aging and specific customer account analysis. We maintain and monitor a list of
customers whose creditworthiness has diminished.

As part of our overall operations, we mine sorbent materials on property that we either own or lease. A significant part
of our overall mining cost is incurred during the process of removing the overburden (non-usable material) from the
mine site, thus exposing the sorbent material that is then used in a majority of our production processes. In accordance
with EITF Issue No. 04-06, “Accounting for Stripping Costs Incurred during Production in the Mining Industry,”
production stripping costs are treated as a variable inventory production cost and are included in cost of sales in the
period they are incurred. We defer and amortize the pre-production overburden removal costs associated with opening
a new mine.

During the normal course of our overburden removal activities we perform on-going reclamation activities. As
overburden is removed from a pit, it is hauled to previously mined pits and used to refill older sites. This process
allows us to continuously reclaim older pits and dispose of overburden simultaneously, therefore minimizing the
liability for the reclamation function.
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Additionally, it is our policy to capitalize the purchase cost of land and mineral rights, including associated legal fees,
survey fees and real estate fees. The costs of obtaining mineral patents, including legal fees and drilling expenses, are
also capitalized. Pre-production development costs on new mines and any prepaid royalties that can be offset against
future royalties due upon extraction of the mineral are also capitalized. All exploration related costs are expensed as
incurred.
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2. INVENTORIES

The composition of inventories is as follows (in thousands of dollars):

January 31, July 31,
2008 2007

Finished goods $ 9,734 $ 9,012
Packaging 3,615 3,118
Other 3,047 3,107

$ 16,396 $ 15,237

Inventories are valued at the lower of cost (first-in, first-out) or market. Inventory costs include the cost of raw
materials, packaging supplies, labor and other overhead costs. We perform a quarterly review of our inventory items
to determine if an obsolescence reserve adjustment is necessary. The review surveys all of our operating facilities and
sales groups to ensure that both historical issues and new market trends are considered. The allowance not only
considers specific items, but also takes into consideration the overall value of the inventory as of the balance sheet
date. The inventory obsolescence reserve values at January 31, 2008 and July 31, 2007 were $183,000 and $199,000,
respectively.

3. PENSION AND OTHER POST RETIREMENT BENEFITS

The components of net periodic pension benefits cost of our sponsored defined benefit plans were as follows:

PENSION PLANS
Three Months Ended Six Months Ended

January 31,
2008

January 31,
2007

January 31,
2008

January 31,
2007

(dollars in thousands) (dollars in thousands)
Components of net periodic pension
benefit cost: 
Service cost $ 212 $ 198 $ 424 $ 405
Interest cost 292 270 584 545
Expected return on plan assets (347) (301) (694) (602)
Net amortization 37 6 86 12

$ 194 $ 173 $ 400 $ 360

We have funded the plan based upon actuarially determined contributions that take into account the amount deductible
for income tax purposes, the normal cost and the minimum contribution required and the maximum contribution
allowed under the Employee Retirement Income Security Act of 1974, as amended. We did not make a contribution to
our pension plan during the first six months of fiscal 2008. We intend to make a contribution to the pension plan
during the current fiscal year equal to the annual actuarial determined cost. We currently estimate this amount to be
approximately $830,000.

The components of the net periodic postretirement health benefit cost were as follows:

POST RETIREMENT HEALTH BENEFITS
Three Months Ended Six Months Ended

January 31,
2008

January 31,
2007

January 31,
2008

January 31,
2007

(dollars in thousands) (dollars in thousands)
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Components of net periodic
postretirement benefit cost: 
Service cost $ 17 $ 16 $ 34 $ 32
Interest cost 18 16 36 32
Amortization of net transition obligation 4 4 8 8
Net actuarial loss (1) 1 6 2

$ 38 $ 37 $ 84 $ 74

Our plan covering postretirement health benefits is an unfunded plan.

11
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Assumptions used in the previous calculations are as follows:

PENSION PLAN
POST RETIREMENT
HEALTH BENEFITS

For three and six months ended:
January 31,

2008
January 31,

2007
January 31,

2008
January 31,

2007
Discount rate for net periodic
benefit cost 6.25% 6.25% 6.25% 6.25%
Rate of increase in compensation
levels 4.00% 4.00% — —
Long-term expected rate of return
on assets 8.00% 8.00% — —
Medical trend — — 6.00% 6.00%
Measurement date 7/31/2007 7/31/2006 7/31/2007 7/31/2006
Census date 8/1/2006 8/1/2005 8/1/2006 8/1/2005

4.  RECENTLY ISSUED ACCOUNTING STANDARDS

In December 2007, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting
Standards (“SFAS”) No. 141 (Revised 2007), Business Combinations (SFAS No. 141-R). SFAS No.141-R will
significantly change the accounting for future business combinations after adoption. SFAS No. 141-R establishes
principles and requirements for how the acquirer of a business recognizes and measures in its financial statements the
identifiable assets acquired, the liabilities assumed, and any non controlling interest in the acquired business. SFAS
No. 141-R also provides guidance for recognizing and measuring the goodwill acquired in the business combination
and determines what information to disclose to enable users of the financial statements to evaluate the nature and
financial effects of the business combination. SFAS No. 141-R is effective for fiscal years, and interim periods within
those fiscal years, beginning on or after December 15, 2008. Earlier adoption is prohibited. We will adopt this
Statement as of August 1, 2009. When we adopt this Statement, we will apply it to future periods in the event that we
have an acquisition.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial
Statements—An Amendment of ARB No. 51. This statement establishes new accounting and reporting standards for the
noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS No. 160 requires the
noncontrolling interest to be reported as a component of equity, changes in a parent’s ownership interest while the
parent retains its controlling interest be accounted for as equity transactions, and any retained noncontrolling equity
investment upon the deconsolidation of a subsidiary be initially measured at fair value. SFAS No. 160 is effective for
fiscal years, and interim periods within those fiscal years, beginning on or after December 15, 2008. Earlier adoption
is prohibited. We will adopt this Statement as of August 1, 2009. We are currently evaluating the impact SFAS No.
160 will have on our consolidated financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. This Statement defines fair value,
establishes a framework for measuring fair value in accordance with generally accepted accounting principles and
expands disclosures about fair value measurements. In February 2008, SFAS No. 157 was amended by FASB Staff
Positions (“FSP”) SFAS No. 157-1 Application of FASB Statement No. 157 to FASB Statement No. 13 and Other
Accounting Pronouncements That Address Fair Value Measurements for Purposes of Lease Classification or
Measurement under Statement 13 and by FSP SFAS No. 157-2 Effective Date of FASB Statement No. 157. FSP SFAS
No. 157-1 amends SFAS No. 157 to exclude FASB Statement No. 13, Accounting for Leases, and other accounting
pronouncements that address fair value measurements for purposes of lease classification or measurement under
Statement 13. FSP SFAS No. 157-2 delays the effective date of SFAS No. 157 for nonfinancial assets and
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nonfinancial liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a
recurring basis (at least annually). We will adopt the provisions of these Statements as of August 1, 2008. We are
currently evaluating the impact of adopting these Statements on our consolidated financial statements.
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5. SEGMENT REPORTING

SFAS No. 131, “Disclosures About Segments of an Enterprise and Related Information” establishes standards for
reporting information about operating segments. Under this standard, we have two reportable operating segments:
Retail and Wholesale Products and Business to Business Products. These segments are managed separately because
each business has different customer characteristics. Net sales and operating income for each segment are provided
below. Revenues by product line are not provided because it would be impracticable to do so.

The accounting policies of the segments are the same as those described in Note 1 of the consolidated financial
statements included in our Annual Report on Form 10-K for the fiscal year ended July 31, 2007 filed with the
Securities and Exchange Commission.

Management does not rely on any segment asset allocations and does not consider them meaningful because of the
shared nature of our production facilities; however, we have estimated the segment asset allocations as follows:

Assets
January

31, July 31,
2008 2007

(in thousands)
Business to Business
Products $ 36,575 $ 35,298
Retail and
Wholesale Products 64,493 61,992
Unallocated Assets 44,293 44,797
Total Assets $ 145,361 $ 142,087

Six Months Ended January 31,
Net Sales Operating Income

2008 2007 2008 2007
(in thousands)

Business to Business
Products $ 35,480 $ 33,782 $ 7,657 $ 6,249
Retail and Wholesale
Products 77,831 71,220 8,233 8,089
Total Sales/Operating
Income $ 113,311 $ 105,002 15,890 14,338
Less:
Corporate Expenses 9,090 8,843
Interest Expense, net of
Interest Income 492 567
Income before Income
Taxes 6,308 4,928
Income Taxes (1,735) (1,318)
Net Income $ 4,573 $ 3,610

Three Months Ended January 31,
Net Sales Operating Income

2008 2007 2008 2007
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(in thousands)
Business to Business Products $ 18,563 $ 16,897 $ 3,656 $ 2,851
Retail and Wholesale Products 39,463 35,976 3,883 4,540
Total Sales/Operating Income $ 58,026 $ 52,873 7,539 7,391
Less:
Corporate Expenses 4,371 4,423
Interest Expense, net of
Interest Income 286 288
Income before Income Taxes 2,882 2,680
Income Taxes (793) (717)
Net Income $ 2,089 $ 1,963
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6. STOCK-BASED COMPENSATION

We adopted Statement of Financial Accounting Standards No. 123 (revised 2004), “Share-Based Payments” (“SFAS
123R”) in the first quarter of fiscal 2006. In accordance with this pronouncement, we record compensation expense for
all awards granted after the date of adoption and for the unvested portion of previously granted awards that remain
outstanding at the date of adoption. The stock-based compensation expense in the first six months of fiscal years 2008
and 2007 is the cost related to the unvested portion of grants issued after August 1, 2000 and grants issued after July
31, 2005. The stock options granted before August 1, 2000 were fully vested as of the beginning of fiscal 2006.

Stock Options

Our 1995 Long Term Incentive Plan (the “1995 Plan”) provided for grants of both incentive and non-qualified stock
options principally at an option price per share of 100% of the fair market value of our Class A Common Stock or, if
no Class A Common Stock is outstanding, our Common Stock (“Stock”) on the date of grant. Stock options were
generally granted with a five-year vesting period and a 10-year term. The stock options generally vest 25% two years
after the grant date and 25% in each of the three following anniversaries of the grant date. This plan expired for
purposes of issuing new grants on August 5, 2005. All stock issued from option exercises under this plan were from
authorized but unissued stock. All restricted stock issued was from treasury stock.

On March 14, 2006, our Board of Directors unanimously approved adoption of the Oil-Dri Corporation of America
2006 Long Term Incentive Plan; our Board amended and restated the plan following the five-for-four stock split
described below (as so amended and restated, the “2006 Plan”). The 2006 Plan was approved by our stockholders at our
annual meeting on December 5, 2006. The 2006 Plan permits the grant of stock options, stock appreciation rights,
restricted stock, restricted stock units, performance awards and other stock-based and cash-based awards.  Our
employees and non-employee directors are eligible to receive grants under the 2006 Plan.  The total number of shares
of Stock subject to grants under the 2006 Plan may not exceed 919,500. Option grants covering 25,000 shares were
issued to our outside directors with a vesting period of one year and option grants covering 32,500 shares were issued
to employees with vesting similar to the vesting described above under the 1995 Plan. There were 90,000 shares of
restricted stock issued under the 2006 Plan.

The Oil-Dri Corporation of America Outside Director Stock Plan (the “Directors’ Plan”) provides for grants of stock
options to our directors at an option price per share of 100% of the fair market value of Common Stock on the date of
grant. Our directors are considered employees under the provisions of SFAS 123R. Stock options have been granted to
our directors for a 10-year term with a one year vesting period. There are 106,250 stock options outstanding as of
January 31, 2008, and no stock options available for future grants under this plan. All stock issued under this plan
were from treasury stock.

A five-for-four stock split was announced by our Board on June 6, 2006. In keeping with historical practices, we have
adjusted the number of shares and the option prices to equitably adjust all outstanding stock options. Under SFAS
123R, the equitable adjustment of outstanding options to reflect a change in capitalization (such as a stock split) may
require the recognition of incremental compensation expense if the adjustment is not determined to have been required
by the actual terms of the equity incentive plan. The Directors’ Plan and the 1995 Plan may be deemed to have been
discretionary, rather than required by the actual terms of these plans. We therefore recognized additional stock-based
compensation expense as a result of the modification of approximately $96,000 and $105,000 in the second quarter of
fiscal 2008 and 2007, respectively, and $207,000 and $247,000 in the first six months of fiscal 2008 and 2007,
respectively.

The fair value of the fiscal 2007 stock options was estimated on the date of grant using a Black-Scholes option
valuation model. The assumptions used during the full fiscal 2007 were: volatility, 22.4%; risk free interest rate, 4.6%;
expected life, 5.0 years; dividend rate, 2.8%. There were no stock options granted in the first six months of fiscal
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2008. The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of grant. The expected life
(estimated period of time outstanding) of the options granted was estimated by reference to the vesting schedule,
historical and future expected exercise behavior of employees and comparison with other reporting companies.
Expected volatility was based on historical volatility for a period of five years, ending the day of grant, and calculated
on a daily basis. The dividend rate is based on the actual dividend and share price on the grant date.
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Changes in our stock options during the first six months of fiscal 2008 were as follows:

Number
of Shares

(in
thousands)

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Contractual

Term
(Years)

Aggregate
Intrinsic
Value (in

thousands)
Options outstanding, July 31,
2007 786 $ 8.87 $ 8,789
Exercised (97) $ 9.20 $ 983
Cancelled (10) $ 9.33 $ 101
Options outstanding, January
31, 2008 679 $ 8.81 4.6 $ 7,633
Options exercisable, January
31, 2008 460 $ 8.84 4.3 $ 5,157

The amount of cash received from the exercise of stock options during the second quarter of fiscal 2008 was $302,000
and the related tax benefit was $80,000. The amount of cash received from the exercise of stock options during the
first six months of fiscal 2008 was $895,000 and the related tax benefit was $238,000.

Restricted Stock

Our 1995 Plan and 2006 Plan both provide for grants of restricted stock. The vesting schedule under the 1995 Plan has
varied, but has generally been three years or less. Under the 2006 Plan, the grants issued so far have vesting periods
between three and five years.

Included in our stock-based compensation expense in the second quarter of fiscal years 2008 and 2007 is $84,000 and
$82,000, respectively, related to the unvested restricted stock granted in fiscal 2005 and the 90,000 shares of restricted
stock granted in fiscal 2006. In the first six months of fiscal years 2008 and 2007, the expense related to the unvested
restricted stock was $164,000 and $167,000, respectively. No shares of restricted stock were granted in the first six
months of fiscal 2008.

Changes in our restricted stock outstanding during the first six months of fiscal 2008 were as follows:

(shares in thousands)

Restricted
Shares

Weighted
Average

Grant Date
Fair Value

Unvested restricted stock at July
31, 2007 76 $ 15.38
Vested (18)
Unvested restricted stock at
January 31, 2008 58 $ 15.39

7. RECENTLY ADOPTED ACCOUNTING PROUNOUNCEMENT

We adopted FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes,” (“FIN 48”) on August 1, 2007.
This interpretation clarifies the accounting for uncertainty in income taxes in accordance with SFAS No. 109,
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“Accounting for Income Taxes.” The pronouncement provides a recognition threshold and measurement guidance for
the financial statement recognition of a tax position taken or expected to be taken in a tax return. Under FIN 48, the
impact of an uncertain income tax position on the income tax return must be recognized at the largest amount that is
more-likely-than-not to be sustained upon audit by the relevant taxing authority. An uncertain income tax position will
not be recognized if it has less than a 50% likelihood of being sustained. Additionally, FIN 48 provides guidance on
derecognition, declassification, interest and penalties, accounting in interim periods, disclosure and transition.

As of August 1, 2007, we have recognized no material adjustments in the liability for unrecognized income tax
benefits. As of the adoption date on August 1, 2007, we had approximately $200,000 of unrecognized tax benefits, all
of which would impact our effective tax rate if recognized. The amount of unrecognized tax benefits was not
materially changed as of January 31, 2008.

We recognize interest and penalties related to uncertain tax positions in income tax expense. We have no material
accrued interest expense or penalties related to unrecognized tax benefits.

15

Edgar Filing: OIL DRI CORP OF AMERICA - Form 10-Q

25



We are subject to U.S. federal income tax as well as income tax in multiple state and foreign jurisdictions. Our federal
income tax returns for the fiscal years ending July 31, 2004, through July 31, 2006, remain open for examination by
the IRS. However, all U.S. federal income tax examinations for the fiscal years through July 31, 2005, have been
effectively concluded. Foreign and U.S. state jurisdictions have statutes of limitations generally ranging from 3 to 5
years. The state impact of any federal income tax changes remains subject to examination by various states for a
period of up to one year after formal notification to the states. There are no material open or unsettled federal, state,
local or foreign income tax audits. We believe our accrual for tax liabilities is adequate for all open audit years. This
assessment is based on estimates and assumptions that may involve judgments about future events. On the basis of
present information, we do not anticipate the total unrecognized tax benefits will significantly change due to the
settlement of audits or the expiration of statue of limitations in the next twelve months.

8. CHANGE IN ACCOUNTING FOR STRIPPING COSTS INCURRED DURING PRODUCTION

In March 2005, the Financial Accounting Standards Board ratified the consensus reached in EITF Issue No. 04-06
(“EITF Issue 04-06”), “Accounting for Stripping Costs Incurred during Production in the Mining Industry.” The consensus
was effective for the first fiscal period in the fiscal year beginning after December 15, 2005; therefore, we adopted the
pronouncement at the beginning of fiscal 2007. The consensus on EITF Issue 04-06 calls for production stripping
costs to be treated as a variable inventory production cost and to be included in cost of sales in the period they are
incurred. We will continue to defer and amortize the pre-production overburden removal costs associated with
opening a new mine.

Prior to this new pronouncement, we recorded these production stripping costs in a prepaid expense account and, as
the usable sorbent material was mined, the prepaid overburden removal expense was amortized over the estimated
available material. In accordance with the transition guidance provided by this new pronouncement, we wrote off the
August 1, 2006 balance of our prepaid overburden removal expense account to opening retained earnings, with no
charge to current earnings. The results for prior periods have not been restated. The cumulative effect adjustment
reduced opening retained earnings by $1,235,000, eliminated the $1,686,000 balance of the prepaid overburden
removal expense account and adjusted our tax accounts by $451,000.

9.  SALE OF EMISSION REDUCTION CREDITS

During the first quarter of fiscal 2008, we entered into an agreement to sell emission reduction credits we hold in the
State of California to an unaffiliated third party. On November 1, 2007, during our second quarter of fiscal 2008, the
San Joaquin Valley Air Pollution Control District completed the transfer of ownership forms and releases, thereby
allowing consummation of the sale. Cost of sales for the three and six months ending January 31, 2008, was reduced
by the net proceeds of $507,000 as a result of this sale.

16

Edgar Filing: OIL DRI CORP OF AMERICA - Form 10-Q

26



ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read together
with the financial statements and the related notes included herein and our consolidated financial statements,
accompanying notes and Management’s Discussion and Analysis of Financial Condition and Results of Operations
contained in our Annual Report on Form 10-K for the year ended July 31, 2007. This discussion contains
forward-looking statements that involve risks and uncertainties. Our actual results may differ materially from the
results discussed in the forward-looking statements. Factors that might cause a difference include, but are not limited
to, those discussed under “Forward-Looking Statements” and Item 1A (Risk Factors) of our Annual Report on Form
10-K for the fiscal year ended July 31, 2007.

OVERVIEW

We develop, manufacture and market sorbent products principally produced from clay minerals and, to a lesser extent,
other sorbent materials. Our principal products include cat litter, industrial and automotive absorbents, bleaching clay
and clarification aids, agricultural chemical carriers, animal health and nutrition and sports field products. Our
products are sold to two primary customer groups, including customers who resell our products as originally produced
to the end customer and those who use our products as part of their production process or use them as an ingredient in
their final finished product. We have two reportable segments, the Retail and Wholesale Products Group and the
Business to Business Products Group, as described in Note 5 of the unaudited condensed financial statements.

RESULTS OF OPERATIONS

SIX MONTHS ENDED JANUARY 31, 2008 COMPARED TO
SIX MONTHS ENDED JANUARY 31, 2007

Consolidated net sales for the six months ended January 31, 2008 were $113,311,000, an increase of 8% from net
sales of $105,002,000 in the first six months of fiscal 2007. Net income for the first six months of fiscal 2008 was
$4,573,000, an increase of 27% from net income of $3,610,000 in the first six months of fiscal 2007. Diluted income
per share for the first six months of fiscal 2008 was $0.64 versus $0.52 diluted net income per share for the first six
months of fiscal 2007.

Net income for the first six months of fiscal 2008 was positively impacted by overall higher net selling prices,
increased volume, lower cost of fuel used in the manufacturing process and a $507,000 reduction in cost of sales
resulting from the sale of emission reduction credits, as described in Note 9 of the unaudited condensed consolidated
financial statements. Net income was negatively impacted by higher freight and packaging costs. Freight costs
increased significantly due to record diesel fuel prices in both the trucking and rail distribution channels and changes
in our customer geographic distribution mix. Packaging costs were up due to price increases in the resin and paper
markets.

Net sales of the Business to Business Products Group for the first six months of fiscal 2008 were $35,480,000, an
increase of $1,698,000 from net sales of $33,782,000 in the first six months of fiscal 2007. Total tons sold for the
Group were down 3% compared to the first six months of fiscal 2007; however, the mix of products and increased
selling prices provided for higher sales in the first six months of fiscal 2008. Sales of bleaching earth and fluid
purification producncipal amount and tenor.

�
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Bearer securities surrendered in exchange for registered securities between a regular record date or a special
record date and the relevant date for payment of interest must be surrendered without the coupon relating to
such date for payment of interest and interest will not be payable in respect of the registered security issued
in exchange for such bearer security, but will be payable only to the holder of such coupon when due in
accordance with the terms of the senior indenture.
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� Bearer securities will not be issued in exchange for registered securities.

� Each bearer security other than a temporary global bearer security will bear a legend substantially
to the following effect: �Any U.S. Person who holds this obligation will be subject to limitations
under U.S. income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of
the Internal Revenue Code.�

Registered securities may be presented for registration of transfer, with the form of transfer endorsed thereon duly
executed, if so required by Alcoa or the trustee or any transfer agent, at the office of the security registrar or at the
office of any transfer agent designated by Alcoa for that purpose with respect to any series of senior debt securities
and referred to in the applicable prospectus supplement, without service charge and upon payment of any taxes and
other governmental charges as described in the senior indenture. Any transfer or exchange will be effected once the
security registrar or transfer agent, as the case may be, is satisfied with the documents of title and identity of the
person making the request. (Section 305)

If a prospectus supplement refers to any transfer agents, in addition to the security registrar, initially designated by
Alcoa with respect to any series of senior debt securities, Alcoa may at any time rescind the designation of any
additional transfer agent or approve a change in the location through which any transfer agent acts. If senior debt
securities of a series are issuable solely as registered securities, Alcoa will be required to maintain a transfer agent in
each place of payment for the series. If senior debt securities of a series are issuable as bearer securities, Alcoa will be
required to maintain, in addition to the security registrar, a transfer agent in a place of payment for the series located
outside the United States. Alcoa may at any time designate additional transfer agents with respect to any series of
senior debt securities. (Section 1002)

If debt securities of a series are redeemed in part, Alcoa will not be required to:

� issue, register the transfer of or exchange senior debt securities of the series during a period beginning at the
opening of business 15 days before any selection of senior debt securities of that series to be redeemed and
ending at the close of business on:

� if senior debt securities of the series are issuable only as registered securities, the day of mailing of the
relevant notice of redemption, and

� if senior debt securities of the series are issuable as bearer securities, the day of the first publication of
the relevant notice of redemption or, if senior debt securities of the series are also issuable as registered
securities and there is no publication, the mailing of the relevant notice of redemption;

� register the transfer of or exchange any registered security, or portion thereof, called for redemption, except
the unredeemed portion of any registered security being redeemed in part; or

� exchange any bearer security called for redemption, except to exchange such bearer security for a registered
security of that series and like tenor which is immediately surrendered for redemption. (Section 305)
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Payment and Paying Agents

Unless otherwise indicated in an applicable prospectus supplement, payment of principal of and any premium and
interest on registered securities will be made at the office of the paying agent(s) designated by Alcoa from time to
time. At the option of Alcoa, payment of any interest may instead be made by check mailed to the address of the
person entitled thereto as such address appears in the security register. Unless otherwise indicated in an applicable
prospectus supplement, payment of any installment of interest on registered securities will be made to the person in
whose name the registered security is registered at the close of business on the regular record date for that interest.
(Section 307)

Unless otherwise indicated in an applicable prospectus supplement, payment of principal of and any premium and
interest on bearer securities will be payable, subject to any applicable laws and regulations, at the offices of paying
agents outside the United States as Alcoa may designate from time to time by check or by transfer, at the option of the
holder, to an account maintained by the payee with a bank located outside the United States. Unless otherwise
indicated in an applicable prospectus supplement, payment of interest on bearer securities on any interest payment
date will be made only against surrender outside the United States, to the paying agent, of the coupon relating to that
interest payment date. (Section 1001) No payment with respect to any bearer security will be

12
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made at any office or agency of Alcoa in the United States or by check mailed to any address in the United States or
by transfer to an account maintained with a bank located in the United States. Notwithstanding the foregoing,
payments of principal of and any premium and interest on bearer securities denominated and payable in U.S. dollars
will be made at the office of Alcoa�s paying agent in the Borough of Manhattan, the City of New York, if, but only if,
payment of the full amount thereof in U.S. dollars at all offices or agencies outside the United States is illegal or
effectively precluded by exchange controls or other similar restrictions. (Section 1002)

Unless otherwise indicated in an applicable prospectus supplement, the corporate trust office of the trustee in
Pittsburgh, Pennsylvania will be designated as a paying agent for Alcoa for payments with respect to senior debt
securities which are issuable solely as registered securities. Alcoa will maintain a paying agent outside of the United
States for payments with respect to senior debt securities, subject to the limitations described above on bearer
securities, which are issuable solely as bearer securities, or as both registered securities and bearer securities. Any
paying agents outside the United States and any other paying agents in the United States initially designated by Alcoa
for the senior debt securities will be named in an applicable prospectus supplement. Alcoa may at any time designate
additional paying agents or rescind the designation of any paying agent or approve a change in the office through
which any paying agent acts. If senior debt securities of a series are issuable solely as registered securities, Alcoa will
be required to maintain a paying agent in each place of payment for the series. If senior debt securities of a series are
issuable as bearer securities, Alcoa will be required to maintain:

� a paying agent in the Borough of Manhattan, the City of New York, for payments with respect to any
registered securities of the series and for payments with respect to bearer securities of the series in the
circumstances described above, but not otherwise; and

� a paying agent in a place of payment located outside the United States where senior debt securities of the
series and any coupons appertaining thereto may be presented and surrendered for payment. If the senior
debt securities of such series are listed on The Stock Exchange of the United Kingdom and the Republic of
Ireland or the Luxembourg Stock Exchange or any other stock exchange located outside the United States
and such stock exchange so requires, Alcoa will maintain a paying agent in London or Luxembourg or any
other required city located outside the United States, as the case may be, for the senior debt securities of such
series. (Section 1002)

All monies paid by Alcoa to a paying agent for the payment of principal of and any premium or interest on any senior
debt security that remain unclaimed at the end of two years after such principal, premium or interest becomes due and
payable will be repaid to Alcoa. Thereafter, the holder of any such senior debt security or any coupon may look only
to Alcoa for payment. (Section 1003)

Book-Entry Securities

The senior debt securities of a series may be issued in the form of one or more registered securities that will be
registered in the name of a depository or its nominee and bear a legend as specified in the senior indenture. These
senior debt securities will be known as book-entry securities. Unless otherwise indicated in the applicable prospectus
supplement, a book-entry security may not be registered for transfer or exchange to any person other than the
depository or its nominee unless:
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� the depository notifies Alcoa that it is unwilling to continue as depository or ceases to be a clearing agency
registered under the Exchange Act;

� Alcoa executes and delivers to the trustee a company order that the transfer or exchange of the book-entry
security will be registrable; or

� there has occurred and is continuing an event of default, or an event that after notice or lapse of time, or
both, would be an event of default, with respect to the senior debt securities evidenced by the book-entry
security.

Upon the occurrence of any of the conditions specified above or other conditions as may be specified as contemplated
by the senior indenture, the book-entry security may be exchanged for senior debt securities of the series registered in
the names of, and the transfer of the book-entry security may be registered to, such persons, including persons other
than the depository with respect to such series and its nominees, as the depository may direct.

13
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The specific terms of the depository arrangement with respect to any portion of a series of registered book-entry
securities to be represented by a book-entry security will be described in the applicable prospectus supplement. Alcoa
expects that the following provisions will apply to depository arrangements.

Unless otherwise specified in the applicable prospectus supplement, senior debt securities that are to be represented by
a book-entry security to be deposited with or on behalf of a depository will be represented by a book-entry security
registered in the name of the depository or its nominee. Upon the issuance of a book-entry security, and the deposit of
the book-entry security with or on behalf of the depository, the depository will credit, on its book-entry registration
and transfer system, the respective principal amounts of the senior debt securities represented by the book-entry
security to the accounts of institutions that have accounts with the depository or its nominee. The accounts to be
credited will be designated by the underwriters or agents of the senior debt securities or by Alcoa if the senior debt
securities are offered and sold directly by Alcoa. Ownership of beneficial interests in a book-entry security will be
limited to the institutions that have accounts with the depository or persons that may hold interests through the
institutions. Ownership of beneficial interests by the institutions in the book-entry security will be shown on, and the
transfer of that ownership interest will be effected only through, records maintained by the depository or its nominee
for the book-entry security. Ownership of beneficial interests in the book-entry security by persons that hold through
the institutions will be shown on, and the transfer of that ownership interest within the institution will be effected only
through, records maintained by that institution. The laws of some jurisdictions require that certain purchasers of
securities take physical delivery of securities in certificated form. The foregoing limitations and such laws may impair
the ability to transfer beneficial interests in book-entry securities.

So long as the depository for a book-entry security, or its nominee, is the registered owner of that book-entry security,
the depository or nominee, as the case may be, will be considered the sole owner or holder of the senior debt securities
represented by the book-entry security for all purposes under the senior indenture. Unless otherwise specified in the
applicable prospectus supplement, owners of beneficial interests in a book-entry security:

� will not be entitled to have senior debt securities of the series registered in their names;

� will not receive or be entitled to receive physical delivery of senior debt securities in certificated form; and

� will not be considered the holders of debt securities for any purposes under the senior indenture. (Sections
204 and 305)

Accordingly, each person owning a beneficial interest in a book-entry security must rely on the procedures of the
depository and, if such person does not have an account with the depository, on the procedures of the institution
through which such person owns its interest, to exercise any rights of a holder under the senior indenture. The senior
indenture provides that the depository may grant proxies and otherwise authorize participants to give or take any
request, demand, authorization, direction, notice, consent, waiver or other action that a holder is entitled to give or
take under the senior indenture. (Section 104) Alcoa understands that under existing industry practices, if Alcoa
requests any action of holders, or if an owner of a beneficial interest in such book-entry security desires to give any
notice or take any action a holder is entitled to give or take under the senior indenture, the depository would authorize
the participants to give such notice or take such action, and participants would authorize beneficial owners owning
through such participants to give such notice or take such action or would otherwise act upon the instructions of
beneficial owners owning through them.
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Temporary Global Securities

If so specified in an applicable prospectus supplement, all or any portion of the senior debt securities of a series that
are issuable as bearer securities may initially be represented by one or more temporary global senior debt securities,
without interest coupons, to be deposited with a common depository in London for the Euroclear System (�Euroclear�)
and Clearstream Banking Luxembourg S.A. (�Clearstream�) for credit to the designated accounts. On and after the date
determined as provided in any temporary global senior debt security and described in an applicable prospectus
supplement, each temporary global senior debt security will be exchanged for an interest in a permanent global bearer
security as specified in an applicable prospectus supplement, but, unless otherwise specified in an applicable
prospectus supplement, only upon receipt of:

� written certification from Euroclear or Clearstream, as the case may be, in the form and to the effect required
by the senior indenture (a �Depository Tax Certification�); and

� written certification to Euroclear or Clearstream from the person entitled to receive such senior debt
securities in the form and to the effect described above under �Form, Exchange, Registration and Transfer.�

14
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No definitive bearer security, including a senior debt security in permanent global form that is either a bearer security
or exchangeable for bearer securities, delivered in exchange for a portion of a temporary or permanent global senior
debt security may be mailed or otherwise delivered to any location in the United States in connection with such
exchange. (Section 304)

Unless otherwise specified in an applicable prospectus supplement, interest in respect of any portion of a temporary
global senior debt security payable in respect of an interest payment date occurring before the issuance of securities in
permanent global form will be paid to each of Euroclear and Clearstream with respect to the portion of the temporary
global senior debt security held for its account following the receipt by Alcoa or its agent of a Depository Tax
Certification. Each of Euroclear and Clearstream will undertake in such circumstances to credit such interest received
by it in respect of a temporary global senior debt security to the respective accounts for which it holds such temporary
global senior debt security only upon receipt in each case of certification in the form and to the effect described under
�Form, Exchange, Registration and Transfer� with respect to the portion of such temporary global senior debt security
on which such interest is to be so credited. Receipt of the certification described in the preceding sentence by
Euroclear or Clearstream, as the case may be, will constitute irrevocable instructions to Euroclear or Clearstream to
exchange such portion of the temporary global senior debt security with respect to which such certification was
received for an interest in a permanent global senior debt security.

Permanent Global Securities

If any senior debt securities of a series are issuable in permanent global form, the applicable prospectus supplement
will describe any circumstances under which beneficial owners of interests in any such permanent global senior debt
security may exchange their interests for senior debt securities of the series and of like tenor and principal amount in
any authorized form and denomination. No bearer security delivered in exchange for a portion of a permanent global
senior debt security may be mailed or otherwise delivered to any location in the United States in connection with the
exchange. (Section 305)

A person having a beneficial interest in a permanent global senior debt security will, except with respect to payment
of principal of and any premium and interest on the permanent global senior debt security, be treated as a holder of the
principal amount of outstanding senior debt securities represented by the permanent global senior debt security as is
specified in a written statement of:

� the holder of the permanent global senior debt security, or

� in the case of a permanent global senior debt security in bearer form, the operator of Euroclear or
Clearstream,

which is produced to the trustee by such person. (Section 203)

Principal of and any premium and interest on a permanent global senior debt security will be payable in the manner
described in the applicable prospectus supplement.

Certain Limitations

The senior indenture contains the covenants and limitations summarized below. These covenants and limitations will
be applicable, unless waived or amended, so long as any of the senior debt securities are outstanding, unless stated
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otherwise in the prospectus supplement.

Liens. Alcoa covenants that it will not create, incur, assume or guarantee, and will not permit any Restricted
Subsidiary to create, incur, assume or guarantee, any indebtedness for borrowed money secured by a mortgage,
security interest, pledge, charge or similar encumbrance (�mortgages�) upon any Principal Property (as defined below)
of Alcoa or any Restricted Subsidiary (as defined below) or upon any shares of stock or indebtedness of any
Restricted Subsidiary without equally and ratably securing the senior debt securities. The foregoing restriction,
however, will not apply to:

� mortgages on property, shares of stock or indebtedness of any corporation existing at the time such
corporation becomes a Restricted Subsidiary;

� mortgages on property existing at the time of acquisition of such property by Alcoa or a Restricted
Subsidiary or mortgages to secure the payment of all or any part of the purchase price of such property upon
the acquisition or to secure any indebtedness incurred before, at the time of, or within 180 days after, the
acquisition of such property for the purpose of financing all or any part of the purchase price thereof, or
mortgages to secure the cost of improvements to such acquired property;
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� mortgages to secure indebtedness of a Restricted Subsidiary to Alcoa or another Restricted Subsidiary;

� mortgages existing at the date of the senior indenture;

� mortgages on property of a corporation existing at the time such corporation is merged into or consolidated
with Alcoa or a Restricted Subsidiary or at the time of a sale, lease, or other disposition of the properties of a
corporation as an entirety or substantially as an entirety to Alcoa or a Restricted Subsidiary;

� certain mortgages in favor of governmental entities; or

� extensions, renewals or replacements of any mortgage referred to in the above listed exceptions. (Section
1009)

Notwithstanding the restrictions outlined in the preceding paragraph, Alcoa or any Restricted Subsidiary will be
permitted to create, incur, assume or guarantee any indebtedness secured by a mortgage without equally and ratably
securing the senior debt securities, if after giving effect thereto, the aggregate amount of all indebtedness so secured
by mortgages, not including mortgages permitted under the listed exceptions above, does not exceed 15% of
Consolidated Net Tangible Assets (as defined below). (Section 1009)

Sale and Leaseback Arrangements. Alcoa covenants that it will not, nor will it permit any Restricted Subsidiary to,
enter into any arrangement with any person providing for the leasing to Alcoa or any Restricted Subsidiary of
Principal Property, where such Principal Property has been or is to be sold or transferred by Alcoa or such Restricted
Subsidiary to such person, unless either:

� Alcoa or such Restricted Subsidiary would be entitled to create, incur, assume or guarantee indebtedness
secured by a mortgage on such Principal Property at least equal in amount to the Attributable Debt (as
defined below) with respect to such arrangement, without equally and ratably securing the senior debt
securities pursuant to the limitation in the senior indenture on liens; or

� Alcoa applies an amount equal to the greater of the net proceeds of such sale or the Attributable Debt with
respect to such arrangement to the retirement of indebtedness that matures more than twelve months after the
creation of such indebtedness.

This restriction on sale and leaseback transactions does not apply to any transaction:

� involving a lease for a term of not more than three years; or

� between Alcoa and a Restricted Subsidiary or between Restricted Subsidiaries. (Section 1010)
Highly leveraged transactions. The senior indenture does not contain provisions that would afford protection to the
holders of the senior debt securities in the event of a highly leveraged transaction involving Alcoa.
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Certain Definitions

The following are definitions of certain capitalized words used in this summary. These and other definitions are set
forth in their entirety in the senior indenture.

�Attributable Debt� when used in connection with a sale and leaseback transaction referred to above means, at the time
of determination, the lesser of:

� the fair value of such property as determined by Alcoa�s board of directors; or

� the present value, discounted at the annual rate of 9%, compounded semi-annually, of the obligation of the
lessee for net rental payments during the remaining term of the lease, including any period for which such
lease has been extended.

�Consolidated Net Tangible Assets� means, as of any particular time, the aggregate amount of assets, less applicable
reserves and other properly deductible items, adjusted for inventories on the basis of cost, before application of the
�last-in first-out� method of determining cost, or current market value, whichever is lower, and deducting therefrom:

� all current liabilities except for:

� notes and loans payable,
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� current maturities of long-term debt, and

� current maturities of obligations under capital leases; and

� all goodwill, tradenames, patents, unamortized debt discount and expenses, to the extent included in such
aggregate amount of assets, and other like intangibles, all as set forth on the most recent consolidated
balance sheet of Alcoa and its consolidated Subsidiaries and computed in accordance with generally
accepted accounting principles.

�Principal Property� means any manufacturing plant or manufacturing facility that is:

� owned by Alcoa or any Restricted Subsidiary; and

� located within the continental United States of America.
However, any plant that, in the opinion of Alcoa�s board of directors, is not of material importance to the total business
conducted by Alcoa and the Restricted Subsidiaries taken as a whole will not constitute a Principal Property.

�Restricted Subsidiary� means any Subsidiary substantially all the property of which is located within the continental
United States, but excluding any Subsidiary that:

� is principally engaged in leasing or in financing receivables, or

� is principally engaged in financing Alcoa�s operations outside the continental United States, or

� principally serves as a partner in a partnership.
�Subsidiary� means any corporation of which more than 50% of the outstanding stock having the voting power to elect a
majority of the board of directors of such corporation as at the time is owned, directly or indirectly, by Alcoa or by
one or more Subsidiaries.

Events of Default

Unless otherwise provided in the applicable prospectus supplement, the following are events of default under the
senior indenture with respect to senior debt securities:

(a) failure to pay any interest when due, and this failure continues for 30 days;

(b) failure to pay any principal or premium when due;
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(c) failure to deposit any sinking fund payment when due and this failure continues for 30 days;

(d) failure to perform any other covenant of Alcoa in the senior indenture (other than a covenant included in the
senior indenture solely for the benefit of a series of senior debt securities other than that series), and this
failure continues for 90 days after written notice as provided in the senior indenture;

(e) default resulting in acceleration of any indebtedness for money borrowed by Alcoa in a principal amount in
excess of $50,000,000 under the terms of the instrument(s) under which such indebtedness is issued or
secured if such acceleration is not rescinded or annulled within 10 days after written notice as provided in
the senior indenture, provided that, the resulting event of default under the senior indenture will be cured or
waived if such other default is cured or waived;

(f) certain events in bankruptcy, insolvency or reorganization involving Alcoa; and

(g) any other event of default provided with respect to senior debt securities of a series. (Section 501)
Because the applicable threshold amount of indebtedness the acceleration of which would give rise to an event of
default under the senior indenture is lower for each series of senior debt securities issued under the senior indenture
before January 25, 2007 (the date of the first supplemental indenture), the acceleration of outstanding indebtedness of
Alcoa may constitute an event of default with respect to one or more of such previously issued series, but may not
constitute an event of default under the respective terms of any series of senior debt securities issued after the date of
the first supplemental indenture.

If an event of default with respect to senior debt securities occurs and is continuing, either the trustee or the holders of
at least 25% in aggregate principal amount of the outstanding senior debt securities of that series by notice as provided
in the senior indenture may declare the principal amount (or, if the senior debt securities of that series are original
issue discount securities, such portion of
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the principal amount as may be specified in the terms of that series) of all the senior debt securities of that series to be
due and payable immediately. At any time after a declaration of acceleration with respect to senior debt securities of
any series has been made, but before a judgment or decree for payment of money has been obtained by the trustee, the
holders of a majority in aggregate principal amount of the outstanding senior debt securities of that series may, under
certain circumstances, rescind and annul such acceleration. (Section 502)

Subject to the duty of the trustee during default to act with the required standard of care, the trustee will be under no
obligation to exercise any of its rights or powers under the senior indenture at the request or direction of any of the
holders, unless such holders have offered to the trustee reasonable indemnity. (Sections 601 and 603)

The holders of a majority in aggregate principal amount of the outstanding senior debt securities of any series will
have the right to direct the time, method and place of conducting any proceeding for any remedy available to the
trustee, or exercising any trust or power conferred on the trustee, with respect to the senior debt securities of that
series. (Section 512)

Conversion and Exchange Rights

The senior debt securities of any series may be convertible into or exchangeable for other securities of Alcoa or
another issuer on the terms and subject to the conditions set forth in the applicable prospectus supplement.

Defeasance and Covenant Defeasance

Unless otherwise indicated in the applicable prospectus supplement with respect to the senior debt securities of a
series, Alcoa, at its option:

(a) will be discharged from any and all obligations in respect of the senior debt securities of that series, except
for certain obligations to:

� issue temporary senior debt securities pending preparation of definitive senior debt securities,

� register the transfer or exchange of senior debt securities of such series,

� replace stolen, lost or mutilated senior debt securities of such series, and

� maintain paying agents and hold monies for payment in trust,
or

(b) need not comply with the covenants that are set forth above under �Certain Limitations� and below under
�Consolidation, Merger and Sale of Assets,� and the occurrence of an event described under clause (d) of
�Events of Default� with respect to any defeased covenant and clauses (e) and (g) of �Events of Default� (see
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above) will no longer be events of default,
if, in each case, Alcoa irrevocably deposits with the trustee, in trust, money and/or U.S. government obligations that
through the scheduled payment of interest thereon and principal thereof in accordance with their terms will provide
money in an amount sufficient to pay all the principal of and any premium and interest on the senior debt securities of
such series on the dates such payments are due, which may include one or more redemption dates designated by
Alcoa, in accordance with the terms of the senior indenture and the senior debt securities. (Sections 1301, 1302, 1303
and 1304) The trust may only be established if, among other things:

� no event of default, or event that with the giving of notice or lapse of time, or both, would become an event
of default, under the senior indenture has occurred and is continuing on the date of such deposit, and no
event of default, or event that with the giving of notice or lapse of time, or both, would become an event of
default, under clause (f) of �Events of Default� (see above) has occurred and is continuing at any time during
the period ending on the 91st day following such date of deposit, and

� Alcoa has delivered an opinion of counsel based, in the event of a defeasance of the type described in clause
(a) above, upon a ruling from the Internal Revenue Service or a change in applicable U.S. federal income tax
law from the date of the senior indenture, to the effect that the holders of the senior debt securities will not
recognize income, gain or loss for U.S. federal income tax purposes as a result of such deposit or defeasance
and will be subject to U.S. federal income tax in the same manner as if such defeasance had not occurred.
(Section 1304)
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If Alcoa omits to comply with its remaining obligations under the senior indenture after a defeasance of the senior
indenture with respect to the senior debt securities of any series as described under clause (b) above and the senior
debt securities of such series are declared due and payable because of the occurrence of any undefeased event of
default, the amount of money and/or U.S. government obligations on deposit with the trustee may be insufficient to
pay amounts due on the senior debt securities of such series at the time of the acceleration resulting from such event of
default. However, Alcoa will remain liable in respect of such payments.

Meetings, Modification and Waiver

Alcoa and the trustee may make modifications and amendments of the senior indenture with the consent of the holders
of not less than 50% in aggregate principal amount of the outstanding senior debt securities of each series affected by
the modification or amendment. However, Alcoa and the trustee may not make any of the following modifications or
amendments without the consent of the holder of each outstanding senior debt security affected:

� change the Stated Maturity of the principal of, or any installment of principal of or interest on, any senior
debt security;

� reduce the principal amount of, or premium or interest on, any senior debt security;

� change any obligation of Alcoa to pay additional amounts;

� reduce the amount of principal of an original issue discount security payable upon acceleration of the
maturity thereof;

� change the coin or currency in which any senior debt security or any premium or interest thereon is payable;

� impair the right to institute suit for the enforcement of any payment on or with respect to any senior debt
security;

� reduce the percentage in principal amount of outstanding senior debt securities of any series, the consent of
whose holders is required for modification or amendment of the senior indenture or for waiver of compliance
with certain provisions of such senior indenture or for waiver of certain defaults;

� reduce the requirements contained in the senior indenture for quorum or voting;

� change any obligation of Alcoa to maintain an office or agency in the places and for the purposes required by
the senior indenture; or
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� modify any of the above provisions. (Section 902)
The holders of at least 50% of the outstanding senior debt securities of a series may waive compliance by Alcoa with
certain restrictive provisions of the senior indenture. (Section 1012)

The holders of not less than a majority in aggregate principal amount of the outstanding senior debt securities of each
series may, on behalf of all holders of senior debt securities of that series and any coupons appertaining thereto, waive
any past default under the senior indenture with respect to senior debt securities of that series, except a default:

� in the payment of principal of, or any premium or interest on, any senior debt security of the series; and

� in respect of a covenant or provision of the senior indenture that cannot be modified or amended without the
consent of the holder of each outstanding senior debt security of the series affected. (Section 513)

In determining whether the holders of the requisite principal amount of the outstanding senior debt securities have
given any request, demand, authorization, direction, notice, consent or waiver thereunder or are present at a meeting of
holders of senior debt securities for quorum purposes:

� the principal amount of an original issue discount security that will be deemed to be outstanding will be the
amount of its principal that would be due and payable as of the date of such determination upon acceleration
of its maturity;

� the principal amount of a senior debt security denominated in a foreign currency or currencies will be the
U.S. dollar equivalent, determined on the date of original issuance of that security, of the principal amount of
the senior debt security (or, in the case of an original issue discount security, the U.S. dollar equivalent,
determined on the date of original issuance of the senior debt security, of the amount determined as provided
above); and
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� senior debt securities owned by Alcoa or an affiliate of Alcoa will not be deemed outstanding. (Section 101)
The senior indenture contains provisions for convening meetings of the holders of senior debt securities of a series if
senior debt securities of that series are issuable as bearer securities. (Section 1401) A meeting may be called at any
time by the trustee, and also, upon request, by Alcoa or the holders of at least 10% in principal amount of the
outstanding senior debt securities of a series, in any case upon notice given in accordance with �Notices� below.
(Section 1402)

To be entitled to vote at any meeting of holders of senior debt securities of any series, a person must be:

� a holder of one or more outstanding senior debt securities of the series; or

� a person appointed by an instrument in writing as proxy of a holder, including proxies given to beneficial
owners of book-entry securities by the depository or its nominee. (Section 1403)

Except for any consent that must be given by the holder of each outstanding senior debt security affected thereby, as
described above,

� any resolution presented at a meeting or adjourned meeting at which a quorum is present may be adopted by
the affirmative vote of the holders of a majority in principal amount of the outstanding senior debt securities
of that series; and

� any resolution with respect to any request, demand, authorization, direction, notice, consent, waiver or other
action that may be made, given or taken by the holders of a specified percentage, which is less than a
majority, in principal amount of outstanding senior debt securities of a series may be adopted at a meeting or
adjourned meeting duly reconvened at which a quorum is present by the affirmative vote of the holders of
such specified percentage in principal amount of the outstanding senior debt securities of that series.

Any resolution passed or decision taken at any meeting of holders of senior debt securities of any series duly held in
accordance with the senior indenture will be binding on all holders of senior debt securities of that series and the
related coupons.

The quorum at any meeting called to adopt a resolution, and at any reconvened meeting, will be persons holding or
representing a majority in principal amount of the outstanding senior debt securities of a series. (Section 1404)

Consolidation, Merger, Sale of Assets and Other Transactions

Alcoa may, without the consent of the holders of any of the outstanding senior debt securities under the senior
indenture, consolidate or merge with or into, or transfer or lease its assets substantially as an entirety to, any person
that is a corporation, partnership or trust organized and validly existing under the laws of any domestic jurisdiction, or
may permit any such person to consolidate with or merge into Alcoa or convey, transfer or lease its properties and
assets substantially as an entirety to Alcoa, provided that:
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� any successor person assumes Alcoa�s obligations on the senior debt securities and under the senior
indenture;

� after giving effect to the transaction, no event of default, and no event that, after notice or lapse of time,
would become an event of default, has occurred and is continuing; and

� certain other conditions are met. (Section 801)
Notices

Except as otherwise provided in the senior indenture, notices to holders of bearer securities will be given by
publication at least twice in a daily newspaper in the City of New York and in such other city or cities as may be
specified in such senior debt securities and described in the applicable prospectus supplement. Notices to holders of
registered securities will be given by mail to the addresses of such holders as they appear in the security register.
(Sections 101 and 106)
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Title

Title to any bearer securities and any coupons will pass by delivery. Alcoa, the trustee and any agent of Alcoa or the
trustee may treat the bearer of any bearer security and the bearer of any coupon and the registered owner of any
registered security as the absolute owner thereof, whether or not the senior debt security or coupon is overdue and
notwithstanding any notice to the contrary, for the purpose of making payment and for all other purposes. (Section
308)

Replacement of Securities and Coupons

Alcoa will replace any mutilated senior debt security or a senior debt security with a mutilated coupon at the expense
of the holder upon surrender of the senior debt security to the security registrar.

Alcoa will replace senior debt securities or coupons that become destroyed, stolen or lost at the expense of the holder
upon delivery to the trustee of the senior debt security and coupons or evidence of the destruction, loss or theft thereof
satisfactory to Alcoa and the trustee. If any coupon becomes destroyed, stolen or lost, that coupon will be replaced by
issuance of a new senior debt security in exchange for the senior debt security to which that coupon is attached. In the
case of a destroyed, lost or stolen senior debt security or coupon, an indemnity satisfactory to the trustee and Alcoa
may be required at the expense of the holder of such senior debt security or coupon before a replacement senior debt
security will be issued. (Section 306)

Governing Law

The senior indenture, the senior debt securities and the coupons will be governed by, and construed in accordance
with, the laws of the Commonwealth of Pennsylvania, except to the extent that the Trust Indenture Act applies.
(Section 113)

Regarding the Trustee

The Bank of New York Mellon Trust Company, N.A. is the trustee under the senior indenture relating to the senior
debt securities. The trustee has, and certain of its affiliates may have, from time to time, commercial and investment
banking relationships (including other trusteeships) with us and certain of our affiliates in the ordinary course of
business.

The trustee under the senior indenture or its affiliates, from time to time, may make loans to us and perform other
services for us in the normal course of business. Under the provisions of the Trust Indenture Act, upon the occurrence
of a default under the senior indenture, if a trustee has a conflicting interest (as defined in the Trust Indenture Act), the
trustee must, within 90 days, either eliminate such conflicting interest or resign. Under the provisions of the Trust
Indenture Act, an indenture trustee shall be deemed to have a conflicting interest, among other things, if the trustee is
a creditor of the obligor. If the trustee fails either to eliminate the conflicting interest or to resign within 10 days after
the expiration of such 90-day period, the trustee is required to notify security holders to this effect and any security
holder who has been a bona fide holder for at least six months may petition a court to remove the trustee and to
appoint a successor trustee.
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DESCRIPTION OF SUBORDINATED DEBT SECURITIES

The following description sets forth certain general terms and provisions of the subordinated debt securities that
Alcoa may offer under this prospectus. The particular terms of the subordinated debt securities and the extent, if any,
to which the following general provisions may apply to the subordinated debt securities will be described in a
prospectus supplement related to the issuance of those subordinated debt securities. For purposes of this description,
references to �Alcoa,� �the company,� �the issuer,� �we,� �our� and �us� refer only to Alcoa Inc. and do not include any of Alcoa�s
current or future subsidiaries.

The subordinated debt securities may be issued under an indenture between Alcoa and The Bank of New York Mellon
Trust Company, N.A., as trustee, or such other trustee that is named in a prospectus supplement (the �subordinated
indenture�). The form of the subordinated indenture is filed as an exhibit to the registration statement of which this
prospectus is a part. The following summary of certain provisions of the subordinated indenture and the subordinated
debt securities is not meant to be complete. For more information, you should refer to the full text of the subordinated
indenture and the subordinated debt securities, including the definitions of terms used and not defined in this
prospectus or the related prospectus supplement.

General

The subordinated debt securities will be unsecured and will rank junior and be subordinate in right of payment to all
Senior Debt (as defined below) of Alcoa. The subordinated indenture does not limit the incurrence or issuance of other
secured or unsecured debt of Alcoa, whether under the subordinated indenture or any existing or other indenture that
Alcoa may enter into in the future or otherwise. See �Subordination� below.

The subordinated debt securities will not be subject to any sinking fund provision.

A prospectus supplement will describe the following terms of any series of subordinated debt securities that Alcoa
may offer:

� the specific designation, aggregate principal amount being offered and purchase price;

� any limit on the aggregate principal amount of such subordinated debt securities that Alcoa may issue;

� whether the subordinated debt securities are to be issuable as registered securities or bearer securities or
both, whether any of the subordinated debt securities are to be issuable initially in temporary global form and
whether any of the subordinated debt securities are to be issuable in permanent global form;

� the date(s) on which the principal is payable and any right to extend such date(s);

� the rate(s) at which the subordinated debt securities being offered will bear interest or method of calculating
any interest rate(s);
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� the date(s) from which interest will accrue, or the manner of determination of interest payment dates;

� the regular record date for any interest payable on any subordinated debt securities being offered which are
registered securities on any interest payment date and the extent to which, or the manner in which, any
interest payable on a temporary global subordinated debt security on an interest payment date will be paid;

� the person to whom any interest on any registered security of the series will be payable if other than the
person in whose name the registered security is registered at the close of business on the regular record date
for the interest as described below under �Payment and Paying Agents,� and the manner in which any interest
on any bearer security will be paid;

� any right to defer payments of interest by extending the interest payment periods and the duration of such
extensions;

� each office or agency where, subject to the terms of the subordinated indenture as described below under
�Payment and Paying Agents,� the principal of and any premium and interest on the subordinated debt
securities will be payable and each office or agency where the subordinated debt securities may be presented
for registration of transfer or exchange;

� the date(s) after which and the period(s) within which, the price(s) at which and the terms and conditions
upon which the subordinated debt securities may be redeemed, in whole or in part, at the option of Alcoa;

� any obligation of Alcoa to redeem or purchase the subordinated debt securities at the option of the holder
thereof and the date(s) after which and the period(s) within which, the price(s) at which and the terms and
conditions upon which the subordinated debt securities will be redeemed or purchased, in whole or in part,
under such obligations;
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� the denominations in which any subordinated debt securities that are registered securities will be issuable, if
other than denominations of $1,000 and any integral multiple thereof, and the denomination or
denominations in which any subordinated debt securities that are bearer securities will be issuable, if other
than the denomination of $5,000;

� the currency, currencies or currency units of payment of principal of and any premium and interest on the
subordinated debt securities and the manner of determining the U.S. dollar equivalent for purposes of
determining outstanding subordinated debt securities of the series;

� any index used to determine the amount of payments of principal of and any premium and interest on the
subordinated debt securities;

� the portion of the principal amount of the subordinated debt securities, if other than the principal amount,
payable upon acceleration of maturity;

� if other than the trustee, the person who will be the security registrar of the subordinated debt securities;

� whether the subordinated debt securities will be subject to defeasance or covenant defeasance;

� any terms and conditions under which the subordinated debt securities of the series may be convertible into
or exchangeable for other securities of Alcoa or another issuer;

� whether the subordinated debt securities of the series will be issuable in whole or in part in the form of one
or more book-entry securities and, in such case, the depository or depositories for such book-entry debt
security or book-entry securities and any circumstances other than those set forth in the subordinated
indenture in which any such book-entry security may be transferred to, and registered and exchanged for
subordinated debt securities registered in the name of, a person other than the depository for such book-entry
security or a nominee thereof and in which any such transfer may be registered;

� any and all other terms, including any modifications of or additions to the events of default or covenants, and
any terms that may be required by or advisable under applicable laws or regulations not inconsistent with the
subordinated indenture;

� whether the subordinated debt securities are issuable as a global security, and in such case, the identity of the
depository;

� the subordination terms of the subordinated debt securities;
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� any applicable material U.S. federal income tax consequences;

� any other terms of the subordinated debt securities not inconsistent with the provisions of the subordinated
indenture (Section 301); and

� any special provisions for the payment of additional amounts with respect to the subordinated debt securities.
Unless otherwise indicated in the applicable prospectus supplement, the subordinated debt securities will be issued in
U.S. dollars in fully registered form without coupons. No service charge will be made for any transfer or exchange of
any subordinated debt securities, but Alcoa may require payment of a sum sufficient to cover any tax or other
governmental charge payable in connection with a transfer or exchange.

Subordinated debt securities may also be issued under the subordinated indenture upon the exercise of warrants, in
connection with a stock purchase contract or as part of a stock purchase unit. See �Description of Warrants� and
�Description of Stock Purchase Contracts and Stock Purchase Units.�

Global Securities

If any subordinated debt securities are represented by one or more global securities, the applicable prospectus
supplement will describe any circumstances under which beneficial owners of interests in any global security may
exchange those interests for subordinated debt securities of like tenor and principal amount in any authorized form and
denomination. Principal of, and any premium and interest on, a global security will be payable in the manner
described in the applicable prospectus supplement.
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The specific terms of the depository arrangement regarding any portion of subordinated debt securities to be
represented by a global security will be described in the applicable prospectus supplement.

Payment and Paying Agents

Payments on subordinated debt securities represented by a global security will be made to the depository for the
subordinated debt securities. If subordinated debt securities are issued in definitive form, then the following will take
place at the corporate office of the trustee in Pittsburgh, Pennsylvania or at the office of such paying agent(s) as Alcoa
may designate:

� payment of principal of and any premium and interest on the subordinated debt securities;

� registration of the transfer of the subordinated debt securities; and

� the exchange of the subordinated debt securities into subordinated debt securities of other denominations of
a like aggregate principal amount.

However, at the option of Alcoa, payment of any interest may be made:

� by check mailed to the address of the person entitled thereto as such address appears in the securities
register; or

� by wire transfer to an account maintained by the person entitled thereto as specified in the securities register,
provided that proper transfer instructions have been received by the regular record date.

Payment of any interest on subordinated debt securities will be made to the person in whose name the subordinated
debt securities are registered at the close of business on the regular record date for the interest, except in the case of
defaulted interest. Unless otherwise set forth in the applicable prospectus supplement, the regular record date for the
interest payable on any interest payment date will be the 15th day, whether or not a business day, next preceding such
interest payment date. Alcoa may at any time designate additional paying agents or rescind the designation of any
paying agent. (Section 2.3)

Any monies deposited with the trustee or any paying agent or then held by Alcoa in trust for the payment of the
principal of and any premium or interest on any subordinated debt securities and remaining unclaimed for two years
after such principal and premium, if any, or interest has become due and payable will, at the request of Alcoa, be
repaid to Alcoa. Thereafter, the holder of such subordinated debt securities may look, as a general unsecured creditor,
only to Alcoa for payment. (Section 10.3)

Modification of Indenture

Alcoa and the trustee may, without the consent of the holders of subordinated debt securities, amend, waive or
supplement the subordinated indenture for specified purposes, including, among other things:
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� curing ambiguities, defects or inconsistencies, provided that any such action does not materially adversely
affect the interest of the holders of the subordinated debt securities; and

� qualifying, or maintaining the qualification of, the subordinated indenture under the Trust Indenture Act.
(Section 9.1)

Alcoa and the trustee may, with the consent of the holders of not less than a majority in principal amount of the
outstanding subordinated debt securities, modify the subordinated indenture in a manner affecting the rights of the
holders of the subordinated debt securities. However, no such modification may, without the consent of the holder of
each outstanding subordinated debt security so affected:

� change the stated maturity of the subordinated debt securities;

� reduce the principal amount thereof;

� reduce the rate or extend the time of payment of interest thereon, other than deferrals of the payments of
interest during any extension period as described in any applicable prospectus supplement;

� reduce the premium payable upon redemption;

� impair any right to institute suit for the enforcement of any such payment;

� adversely affect the subordination provisions of the subordinated indenture or any right to convert or
exchange any subordinated debt securities; or

� reduce the percentage of principal amount of subordinated debt securities, the holders of which are required
to consent to any such modification of the subordinated indenture. (Section 9.2)
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Events of Default

Any one or more of the following described events that has occurred and is continuing constitutes an event of default
with respect to the subordinated debt securities:

(a) failure for 30 days to pay any interest when due (subject to the deferral of any due date in the case of an
extension period);

(b) failure to pay any principal or premium when due whether at maturity, upon redemption, by declaration or
otherwise;

(c) failure by Alcoa to deliver securities upon an appropriate election by holders of subordinated debt securities
to convert their subordinated debt securities into those securities;

(d) failure to observe or perform certain other covenants contained in the subordinated indenture for 90 days
after written notice to Alcoa from the trustee or to the trustee and Alcoa from the holders of at least 25% in
aggregate outstanding principal amount of the subordinated debt securities; or

(e) certain events in bankruptcy, insolvency or reorganization of Alcoa. (Section 5.1)
The holders of a majority in aggregate outstanding principal amount of the subordinated debt securities of any series
will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the
trustee or exercising any trust or power conferred on the trustee consistent with the subordinated indenture with
respect to the subordinated debt securities of that series. (Section 5.12)

If an event of default with respect to subordinated debt securities occurs and is continuing, either the trustee or the
holders of not less than 25% in aggregate principal amount of the outstanding subordinated debt securities of that
series may declare the principal of all of the subordinated debt securities of that series due and payable immediately.
At any time after a declaration of acceleration with respect to subordinated debt securities of any series has been
made, but before a judgment or decree for payment of money has been obtained by the trustee, the holders of a
majority in aggregate outstanding principal amount of the subordinated debt securities of that series may annul and
rescind such declaration if the default, other than the non-payment of the principal of the subordinated debt securities
which has become due solely by such acceleration, has been cured or waived, and a sum sufficient to pay all matured
installments of interest and principal due, otherwise than by acceleration, has been deposited with the trustee. (Section
5.2)

The holders of a majority in aggregate outstanding principal amount of the subordinated debt securities of any series
may, on behalf of the holders of all the subordinated debt securities of that series, waive any past default under the
subordinated indenture with respect to that series. However, they may not waive:

�

Edgar Filing: OIL DRI CORP OF AMERICA - Form 10-Q

Table of Contents 54



a default in the payment of principal or interest, unless such default has been cured and a sum sufficient to
pay all matured installments of interest and principal due otherwise than by acceleration has been deposited
with the trustee; or

� a default in respect of a covenant or provision that under the subordinated indenture cannot be modified or
amended without the consent of the holder of each outstanding subordinated debt security. (Section 5.13)

Alcoa is required to file annually with the trustee a certificate as to whether or not Alcoa is in compliance with all the
conditions and covenants applicable to it under the subordinated indenture. (Section 10.5)

Consolidation, Merger, Sale of Assets and Other Transactions

Alcoa may not consolidate with or merge into any other person or convey, transfer or lease its properties and assets
substantially as an entirety to any person, and no person may consolidate with or merge into Alcoa or convey, transfer
or lease its properties and assets substantially as an entirety to Alcoa, unless:

� if Alcoa consolidates with or merges into another person or conveys, transfers or leases its properties and
assets substantially as an entirety to any person, the successor person is organized under the laws of the
United States or any state or the District of Columbia, and such successor person expressly assumes Alcoa�s
obligations on the subordinated debt securities and under the subordinated indenture;

� immediately after giving effect thereto, no event of default, and no event that, after notice or lapse of time or
both, would become an event of default, has happened and is continuing; and

� certain other conditions as prescribed in the subordinated indenture are met. (Section 8.1)
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Highly Leveraged Transactions

The general provisions of the subordinated indenture do not afford holders of the subordinated debt securities
protection in the event of a highly leveraged or other transaction involving Alcoa that may adversely affect holders of
the subordinated debt securities.

Satisfaction and Discharge

The subordinated indenture will cease to be of further effect, and Alcoa will be deemed to have satisfied and
discharged the subordinated indenture, when, among other things:

� all subordinated debt securities not previously delivered to the trustee for cancellation have become due and
payable or will become due and payable at their stated maturity within one year or are to be properly called
for redemption within one year; and

� Alcoa irrevocably deposits or causes to be deposited with the trustee, as trust funds, money and/or U.S.
government obligations sufficient to pay and discharge the entire indebtedness on the subordinated debt
securities for the principal and any premium, interest and other sums payable under the subordinated
indenture on the dates such payments are due. (Section 4.1)

Subordination

Any subordinated debt securities issued under the subordinated indenture will be subordinate and junior in right of
payment to all Senior Debt (as defined below) of Alcoa whether existing at the date of the subordinated indenture or
subsequently incurred. Upon any payment or distribution of assets of Alcoa to creditors upon any:

� liquidation;

� dissolution;

� winding-up;

� reorganization;

� assignment for the benefit of creditors;

� marshaling of assets or any bankruptcy;

Edgar Filing: OIL DRI CORP OF AMERICA - Form 10-Q

Table of Contents 56



� insolvency; or

� debt restructuring or similar proceedings in connection with any insolvency or bankruptcy proceeding of
Alcoa,

the holders of Senior Debt will first be entitled to receive payment in full of principal of and any premium and interest
on such Senior Debt before the holders of the subordinated debt securities will be entitled to receive or retain any
payment in respect of the principal of and any premium or interest on the subordinated debt securities. (Sections 12.1
and 12.2)

Upon the acceleration of the maturity of any subordinated debt securities, the holders of all Senior Debt outstanding at
the time of such acceleration will first be entitled to receive payment in full of all amounts due thereon, including any
amounts due upon acceleration, before the holders of subordinated debt securities will be entitled to receive or retain
any payment in respect of the principal of or any premium or interest on the subordinated debt securities. (Section
12.1)

No payments on account of principal, or any premium or interest, in respect of the subordinated debt securities may be
made if:

� there has occurred and is continuing a default in any payment with respect to Senior Debt;

� there has occurred and is continuing an event of default with respect to any Senior Debt resulting in the
acceleration of the maturity thereof; or

� any judicial proceeding is pending with respect to any such default or event of default with respect to any
Senior Debt. (Section 12.3)
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Certain Definitions

The following are definitions of certain capitalized words used in this summary. These and other definitions are set
forth in their entirety in the subordinated indenture.

�Debt� means, with respect to any person, whether recourse is to all or a portion of the assets of such person and
whether or not contingent:

� every obligation of such person for money borrowed;

� every obligation of such person evidenced by bonds, debentures, notes or other similar instruments,
including obligations incurred in connection with the acquisition of property, assets or businesses;

� every reimbursement obligation of such person with respect to letters of credit, bankers� acceptances or
similar facilities issued for the account of such person;

� every obligation of such person issued or assumed as the deferred purchase price of property or services, but
excluding trade accounts payable or accrued liabilities arising in the ordinary course of business;

� every capital lease obligation of such person; and

� every obligation of the type referred to above of another person and all dividends of another person the
payment of which, in either case, such person has guaranteed or for which such person is responsible or
liable, directly or indirectly, as obligor or otherwise.

�Senior Debt� means the principal of, and any premium and interest, including interest accruing on or after the filing of
any petition in bankruptcy or for reorganization relating to Alcoa, whether or not such claim for post-petition interest
is allowed in such proceeding, on Debt of Alcoa, whether incurred on, before or after the date of the subordinated
indenture, unless the instrument creating or evidencing the Debt or under which the Debt is outstanding provides that
obligations created by it are not superior in right of payment to the subordinated debt securities.

The subordinated indenture will place no limitation on the amount of additional Senior Debt that may be incurred by
Alcoa.

Governing Law

The subordinated indenture is governed by and construed in accordance with the laws of the Commonwealth of
Pennsylvania, except to the extent that the Trust Indenture Act applies. (Section 1.12)

Information Concerning the Trustee
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Unless otherwise indicated in an applicable prospectus supplement, The Bank of New York Mellon Trust Company,
N.A. will be the trustee under the subordinated indenture. The trustee is not obligated to exercise any of its powers
under the subordinated indenture at the request of any holder of subordinated debt securities, unless the holder offers
to indemnify the trustee against any loss, liability or expense, and then only to the extent required by the terms of the
subordinated indenture. The trustee is not required to expend or risk its own funds or otherwise incur personal
financial liability in the performance of its duties if the trustee reasonably believes that repayment or adequate
indemnity is not reasonably assured to it. (Section 6.3)

The Bank of New York Mellon Trust Company, N.A. is the trustee under the senior indenture relating to our senior
debt securities. The Bank of New York Mellon Trust Company, N.A. has, and certain of its affiliates may have from
time to time, commercial and investment banking relationships (including other trusteeships) with us and certain of
our affiliates in the ordinary course of business.
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The trustee under the subordinated indenture or its affiliates, from time to time, may make loans to us and perform
other services for us in the normal course of business. Under the provisions of the Trust Indenture Act, upon the
occurrence of a default under an indenture, if a trustee has a conflicting interest (as defined in the Trust Indenture
Act), the trustee must, within 90 days, either eliminate such conflicting interest or resign. Under the provisions of the
Trust Indenture Act, an indenture trustee shall be deemed to have a conflicting interest, among other things, if the
trustee is a creditor of the obligor. If the trustee fails either to eliminate the conflicting interest or to resign within 10
days after the expiration of such 90-day period, the trustee is required to notify security holders to this effect and any
security holder who has been a bona fide holder for at least six months may petition a court to remove the trustee and
to appoint a successor trustee.
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DESCRIPTION OF PREFERRED STOCK

Alcoa�s Articles of Incorporation, as amended, authorize Alcoa to issue two classes of preferred stock:

� up to 660,000 shares of $3.75 Cumulative Preferred Stock, par value $100.00 per share (�Class A Stock�); and

� up to 10,000,000 shares of Class B Serial Preferred Stock, par value $1.00 per share (�Class B Stock�).
As of June 30, 2014, Alcoa had 546,024 shares of Class A Stock outstanding and no shares of Class B Stock
outstanding. No additional shares of Class A Stock may be issued. Alcoa initiated in 1989 an ongoing program to
purchase and retire shares of Class A Stock.

The following is a description of Class A Stock and certain general terms and provisions of Class B Stock. The
specific terms of a particular series of Class B Stock will be described in the related prospectus supplement. The terms
of any series of Class B Stock as set forth in a prospectus supplement may differ from the terms set forth below. The
following description of Class A Stock, Class B Stock and the description of the terms of a particular series of Class B
Stock set forth in the applicable prospectus supplement are not meant to be complete. For more information, you
should refer to Alcoa�s Articles of Incorporation and Statement with Respect to Shares relating to such series of Class
B Stock, which will be filed or incorporated by reference as an exhibit to the registration statement of which this
prospectus is a part.

General

The board of directors of Alcoa may authorize the issuance of shares of Class B Stock in one or more series and may
fix the specific number of shares and, subject to Alcoa�s Articles of Incorporation, the relative rights and preferences of
any such series so established. All shares of preferred stock must be identical, except with respect to the following
relative rights and preferences, any of which may vary between different series:

� the rate of dividend, including the date from which dividends will be cumulative, whether such dividend rate
will be fixed or variable and the methods, procedures and formulas for the recalculation or periodic resetting
of any variable dividend rate;

� the price at, and the terms and conditions on, which shares may be redeemed;

� the amounts payable on shares in the event of voluntary or involuntary liquidation;

� sinking fund provisions for the redemption or purchase of shares in the event shares of any series of
preferred stock are issued with sinking fund provisions; and

�
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the terms and conditions on which the shares of any series may be converted in the event the shares of any
series are convertible.

Each share of any series of Class B Stock will be identical with all other shares of the same series, except as to the
date from which dividends will be cumulative.

The prospectus supplement will set forth the following specific terms regarding the series of Class B Stock it offers:

� the designation, number of shares and liquidation preference per share;

� the initial public offering price;

� the dividend rate(s), or the method of determining the dividend rate(s);

� any index upon which the amount of any dividends is determined;

� the dates on which any dividends will accrue and be payable, whether dividends will be cumulative, and the
designated record dates for determining the holders entitled to dividends;

� any redemption or sinking fund provisions;

� any conversion or exchange provisions;

� provisions for issuance of global securities;

� the currency, which may be a composite currency, in which payment of any dividends will be payable if
other than U.S. dollars;
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� any voting rights, except as otherwise required by law; and

� any additional terms, preferences or rights and qualifications, limitations or restrictions.
The shares of Class B Stock will, when issued, be fully paid and nonassessable and will have no preemptive rights.

The transfer agent, registrar, dividend disbursing agent and redemption agent for the Class B Stock will be specified in
the related prospectus supplement.

Dividends

The holders of Class A Stock are entitled to receive, when and as declared by Alcoa�s board of directors, out of legally
available funds, cumulative cash dividends at the annual rate of $3.75 per share, payable quarterly on the first day of
January, April, July and October in each year.

The holders of the Class B Stock of each series will be entitled to receive, when, as and if declared by Alcoa�s board of
directors, out of legally available funds, cumulative cash or other dividends at such rate(s) and on such dates as the
board of directors determines. The applicable prospectus supplement will set forth this dividend right. Rates may be
fixed or variable or both. Alcoa�s board of directors may not declare dividends in respect of any dividend period on any
series of Class B Stock unless all accrued dividends and the current quarter yearly dividend on the Class A Stock are
paid in full or the board contemporaneously declares and sets apart such Class A Stock dividends. If Alcoa has not
declared and paid or set apart the full cumulative dividends on shares of a series of Class B Stock, dividends thereon
will be declared and paid pro rata to the holders of the series. Alcoa will not pay interest on any dividend payment on
the Class A Stock or the Class B Stock which is in arrears.

If Alcoa has not declared and paid or set apart when due full cumulative dividends on any class or series of Class A
Stock or Class B Stock, including the current quarter yearly dividend for shares of Class A Stock, Alcoa may not
declare or pay any dividends on, or make other distributions on or make payment on account of the purchase,
redemption, or other retirement, of Alcoa common stock. No restriction applies to Alcoa�s repurchase or redemption of
Class A Stock or Class B Stock while there is any arrearage in the payment of dividends or any applicable sinking
fund installments on Class A Stock or Class B Stock.

Redemption

Alcoa may redeem all or any part of the Class A Stock at any time at the option of its board of directors. Such
redemption will be at par, plus accrued dividends. Alcoa must publish notice of such redemption in daily newspapers
of general circulation in New York, New York and in Pittsburgh, Pennsylvania, as well as by mail to each record
holder. Alcoa must give such notice not less than 30 days nor more than 60 days before the date fixed for redemption.
If Alcoa redeems only part of the Class A Stock, Alcoa will select the shares to be redeemed pro rata or by lot, as
Alcoa�s board of directors determines.

If notice of redemption has been given, from and after the redemption date for the shares of Class A Stock called for
redemption, the following will occur, unless Alcoa fails to provide funds for payment of the redemption price:

� dividends on the shares of Class A Stock called for redemption will cease to accrue;

Edgar Filing: OIL DRI CORP OF AMERICA - Form 10-Q

Table of Contents 63



� such shares will no longer be deemed to be outstanding; and

� holders will have no further rights as shareholders of Alcoa, except the right to receive the redemption price.
Holders will receive the redemption price for the Class A Stock when they surrender the certificates representing such
shares in accordance with the redemption notice (including being properly endorsed or assigned for transfer, if Alcoa�s
board of directors so requires and the notice so states). If Alcoa redeems fewer than all of the shares represented by
any certificate, Alcoa will issue a new certificate representing the unredeemed shares, at no cost to the certificate
holder. All shares of Class A Stock which Alcoa redeems will be cancelled and not reissued.

The terms and conditions under which all or any part of any series of the Class B Stock may be redeemed will be
established by Alcoa�s board of directors before Alcoa issues such series of Class B Stock. Unless Alcoa�s board of
directors determines otherwise, all shares of Class B Stock which Alcoa redeems or otherwise acquires will return to
the status of authorized but unissued shares.
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Liquidation Preference

Upon any liquidation, dissolution or winding up of Alcoa, each holder of Class A Stock will be entitled to receive, out
of the assets of Alcoa available for distribution to shareholders, $100 per share plus accrued and unpaid dividends,
before any distribution of assets is made to or set apart for the holders of Class B Stock or common stock.

Upon any liquidation, dissolution or winding up of Alcoa, the holders of shares of each series of Class B Stock will be
entitled to receive, out of the assets of Alcoa available for distribution to shareholders, an amount fixed by the board
of directors plus any accrued and unpaid dividends, before any distribution is made or set apart for holders of common
stock, as described in the prospectus supplement relating to the series of Class B Stock. If Alcoa�s assets are
insufficient to pay the full amount payable on shares of each series of Class B Stock in any case of liquidation,
dissolution or winding up of Alcoa, the holders of shares of the series of Class B Stock will share ratably in any such
distribution of assets of Alcoa in proportion to the full respective preferential amounts to which they are entitled. Once
holders of shares of the series of Class B Stock are paid the full preferential amounts to which they are entitled, they
will not be entitled to participate any further in any distribution of assets by Alcoa, unless indicated otherwise in the
applicable prospectus supplement. A consolidation or merger of Alcoa with one or more corporations will not be
deemed to be a liquidation, dissolution or winding up of Alcoa.

Conversion and Exchange Rights

Class A Stock is not convertible or exchangeable for common stock. Any terms on which shares of any series of Class
B Stock are convertible into or exchangeable for common stock will be set forth in the related prospectus supplement.
These terms may include provisions for conversion or exchange, either mandatory, at the option of the holder, or at
the option of Alcoa.

Voting Rights

Except as indicated below or in the related prospectus supplement for a particular series of Class B Stock, or except as
expressly required by applicable law, the holders of Class A Stock and Class B Stock will not be entitled to vote.

Pennsylvania law requires that holders of outstanding shares of a particular class or series of stock be entitled to vote
as a class on an amendment to the Articles of Incorporation that would do any of the following:

� authorize Alcoa�s board of directors to fix and determine the relative rights and preferences as between any
series of any preferred stock or special class of stock;

� change the preferences, limitations or other special rights of the shares of a class or series in a manner which
is adverse to that class or series;

� authorize a new class or series of shares which has a preference as to dividends or assets which is senior to
that of shares of a particular class or series; or

�
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increase the number of authorized shares of any particular class or series which has a preference as to
dividends or assets which is senior in any respect to the shares of such class or series.

The board of directors, under Alcoa�s Articles of Incorporation, may limit or eliminate the voting rights applicable to
any series of Class B Stock before the issuance of such series, except as otherwise required by law. Any one or more
series of the Class B Stock may be issued with such additional voting rights, which will be exercisable only during
extended periods of dividend arrearages, as the board of directors may determine in order to qualify such series for
listing on a recognized stock exchange. Such rights may only be granted if there are no shares of Class A Stock
outstanding.

Each full share of any series of the Class B Stock will be entitled to one vote on matters on which holders of such
series, together with holders of any other series of Class B Stock, are entitled to vote as a single class. Therefore, the
voting power of each series will depend on the number of shares in that series, and not on the liquidation preference or
initial offering price of such shares.

31

Edgar Filing: OIL DRI CORP OF AMERICA - Form 10-Q

Table of Contents 66



Table of Contents

Alcoa must obtain the consent of the holders of at least a majority of the outstanding Class A Stock and Class B Stock,
voting as a class, to do the following:

� authorize any additional class of stock or increase the authorized number of shares of preferred stock or any
class of stock which ranks on a parity with the Class A Stock or Class B Stock as to dividends or assets; or

� merge or consolidate with or into any other corporation if the corporation surviving or resulting from such
merger or consolidation would have any authorized class of stock ranking senior to or on a parity with the
Class A Stock or Class B Stock, except the same number of shares of stock with the same rights and
preferences as the authorized stock of the corporation immediately before such merger or consolidation.

So long as any shares of Class A Stock or Class B Stock remain outstanding, Alcoa may not, without the consent of
the holders of at least two-thirds of the outstanding Class A Stock and Class B Stock, voting as a class:

� make any adverse change in the rights and preferences of the Class A Stock or Class B Stock. If such a
change would affect any series of Class A Stock or Class B Stock adversely as compared to the effect on any
other series of Class A Stock or Class B Stock, no such change may be made without the additional consent
of the holders of at least two-thirds of the outstanding shares of such series of Class A Stock or Class B
Stock;

� authorize any additional class of stock or increase the authorized number of shares of any class of stock
which ranks senior to the Class A Stock or Class B Stock as to dividends or assets; or

� sell or otherwise part with control of all or substantially all of its property or business or voluntarily
liquidate, dissolve or wind up its affairs.
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DESCRIPTION OF DEPOSITARY SHARES

Alcoa may offer depositary shares representing fractional shares of its Class B Stock. The following description sets
forth certain general terms and provisions of the depositary shares that Alcoa may offer under this prospectus. The
particular terms of the depositary shares, including the fraction of a share of Class B Stock that such depositary share
will represent, and the extent, if any, to which the general terms and provisions may apply to the depositary shares so
offered will be described in the applicable prospectus supplement.

General

The shares of Class B Stock represented by depositary shares will be deposited under a deposit agreement between
Alcoa and a depositary selected by Alcoa. The depositary will be a bank or trust company and will have its principal
office in the United States and a combined capital and surplus of at least $50,000,000. The prospectus supplement
relating to a series of depositary shares will set forth the name and address of the depositary. Subject to the terms of
the deposit agreement, each owner of a depositary share will be entitled, in proportion to the applicable fractional
interest in a share of Class B Stock underlying that depositary share, to all the rights and preferences of the shares of
Class B Stock underlying that depositary share. The depositary shares will be evidenced by depositary receipts issued
pursuant to the deposit agreement. Depositary receipts will be distributed to those persons purchasing the fractional
shares of Class B Stock in accordance with the terms of the offering.

The following description of the terms of the deposit agreement is a summary. You should keep in mind, however,
that it will be the deposit agreement entered into with respect to a particular offering of Class B Stock, and not this
summary, that will define your rights as a holder of depositary shares. There may be other provisions in the deposit
agreement that will also be important to you. You should read the applicable prospectus supplement and the deposit
agreement for a full description of the terms of the depositary shares, some of which may differ from the provisions
summarized below. The deposit agreement will be filed either by amendment to the registration statement that
includes this prospectus or by a Current Report on Form 8-K. See �Where You Can Find More Information� for
information on how to obtain a copy of the deposit agreement.

Dividends and Other Distributions

If Alcoa pays a cash distribution or dividend on a series of Class B Stock represented by depositary shares, the
depositary will distribute these dividends to the record holders of the depositary shares. If the distributions are in
property other than cash, the depositary will distribute the property to the record holders of the depositary shares.
However, if the depositary determines that it is not feasible to make the distribution of property, the depositary may,
with the approval of Alcoa, sell this property and distribute the net proceeds from this sale to the record holders of the
depositary shares.

Redemption or Exchange of Class B Stock

If a series of Class B Stock represented by depositary shares is to be redeemed or exchanged, the depositary shares
will be redeemed from the proceeds received by the depositary resulting from the redemption, in whole or in part, of
such series of Class B Stock held by the depositary, or exchanged for common stock to be issued in exchange for the
Class B Stock (as the case may be, in accordance with the terms of such series of Class B Stock). The depositary
shares will be redeemed or exchanged by the depositary at a price per depositary share equal to the applicable fraction
of the redemption price per share or market value of common stock per depositary share paid in respect of the shares
of Class B Stock so redeemed or exchanged. Whenever Alcoa redeems or exchanges shares of Class B Stock held by
the depositary, the depositary will redeem or exchange as of the same date the number of depositary shares
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representing shares of Class B Stock so redeemed or exchanged. If fewer than all the depositary shares are to be
redeemed or exchanged, the depositary shares to be redeemed or exchanged will be selected either by lot or pro rata or
by any other equitable method as may be determined by Alcoa.

Withdrawal of Class B Stock

Any holder of depositary shares may, upon surrender of the depositary receipts at the corporate trust office of the
depositary (unless the related depositary shares have previously been called for redemption) and payment
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of all taxes and charges provided for in the deposit agreement and compliance with any other requirement of the
deposit agreement, receive the number of whole shares of the related series of Class B Stock and any money or other
property represented by such depositary receipts. Holders of depositary shares making such withdrawals will be
entitled to receive whole shares of Class B Stock on the basis set forth in the related prospectus supplement for such
series of Class B Stock, but holders of such whole shares of Class B Stock will not thereafter be entitled to deposit
such Class B Stock under the deposit agreement or to receive depositary receipts therefor. If the depositary shares
surrendered by the holder in connection with such withdrawal exceed the number of depositary shares that represent
the number of whole shares of Class B Stock to be withdrawn, the depositary will deliver to such holder at the same
time a new depositary receipt evidencing such excess number of depositary shares.

Voting Deposited Class B Stock

Upon receipt of notice of any meeting at which the holders of any series of deposited Class B Stock are entitled to
vote, the depositary will mail the information contained in such notice of meeting to the record holders of the
depositary shares relating to such series of Class B Stock. Each record holder of such depositary shares on the record
date (which will be the same date as the record date for the relevant series of Class B Stock) will be entitled to instruct
the depositary as to the exercise of the voting rights pertaining to the amount of the Class B Stock represented by such
holder�s depositary shares. The depositary will endeavor, insofar as practicable, to vote the amount of such series of
Class B Stock represented by such depositary shares in accordance with such instructions, and Alcoa will agree to take
all reasonable action which the depositary deems necessary in order to enable the depositary to do so. The depositary
will abstain from voting shares of Class B Stock to the extent it does not receive specific instructions from the holder
of the depositary shares representing such Class B Stock.

Conversion Rights of Convertible Depositary Shares

If a series of the Class B Stock underlying the depositary shares is convertible into shares of common stock, Alcoa
will accept the delivery of depositary receipts to convert the Class B Stock in accordance with the procedures set forth
in the applicable deposit agreement. If the depositary shares represented by a depositary receipt are to be converted in
part only, the depositary will issue a new depositary receipt or depositary receipts for the depositary shares not to be
converted.

Amendment and Termination of the Deposit Agreement

The forms of depositary receipt evidencing the depositary shares and any provision of the deposit agreement may at
any time be amended by agreement between Alcoa and the depositary. However, any amendment which materially
and adversely alters the rights of the holders of depositary shares representing Class B Stock of any series will not be
effective unless such amendment has been approved by the holders of at least a majority of the depositary shares then
outstanding representing Class B Stock of such series. Every holder of an outstanding depositary receipt at the time
any such amendment becomes effective, or any transferee of such holder, shall be deemed, by continuing to hold such
depositary receipt, or by reason of the acquisition thereof, to consent and agree to such amendment and to be bound by
the deposit agreement as amended thereby. The deposit agreement may be terminated if (i) all outstanding depositary
shares have been redeemed; (ii) each share of such series of Class B Stock has been converted into common stock or
has been exchanged for common stock; (iii) there has been a final distribution in respect of such series of Class B
Stock in connection with any liquidation, dissolution or winding up of Alcoa and such distribution has been
distributed to the holders of depositary shares; or (iv) at least two-thirds of all holders of the depositary shares then
outstanding representing Class B Stock of such series consent to such termination.

Charges of Depositary
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Alcoa will pay all transfer and other taxes and governmental charges arising solely from the existence of the
depositary arrangements. Alcoa will pay all charges of the depositary in connection with the initial deposit of the
relevant series of Class B Stock and any redemption or exchange of such Class B Stock. Holders of depositary
receipts will pay other transfer and other taxes and governmental charges and such other charges or expenses as are
expressly provided in the deposit agreement to be for their accounts.
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Resignation and Removal of Depositary

The depositary may resign at any time by delivering to Alcoa notice of its election to do so, and Alcoa may at any
time remove the depositary, any such resignation or removal to take effect upon the appointment of a successor
depositary and its acceptance of such appointment. Such successor depositary must be appointed within 60 days after
delivery of the notice of resignation or removal and must be a bank or trust company having its principal office in the
United States and having a combined capital and surplus of at least $50,000,000.

Miscellaneous

The depositary will forward to the holders of depositary shares all reports and communications from Alcoa which are
delivered to the depositary and which Alcoa is required to furnish to the holders of the deposited Class B Stock.

Neither the depositary nor Alcoa will be liable if it is prevented or delayed by law or any circumstance beyond its
control in performing its obligations under the deposit agreement. The obligations of Alcoa and the depositary under
the deposit agreement will be limited to performance in good faith of their duties thereunder and they will not be
obligated to prosecute or defend any legal proceeding in respect of any depositary shares, depositary receipts or shares
of Class B Stock unless satisfactory indemnity is furnished. They may rely upon written advice of counsel or
accountants, or upon information provided by holders of depositary shares or other persons believed to be competent
and on documents believed to be genuine.

The deposit agreement and the depositary shares issued pursuant thereto will be governed by, and construed in
accordance with, the laws of the Commonwealth of Pennsylvania without giving effect to applicable conflicts of law
principles.
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DESCRIPTION OF COMMON STOCK

Alcoa is authorized to issue 1,800,000,000 shares of common stock, par value $1.00 per share. As of June 30, 2014,
there were 1,173,946,419 shares of Alcoa common stock outstanding. In addition, as of the same date, there were
approximately 93 million shares of Alcoa common stock issued and held in Alcoa�s treasury, and approximately
95 million shares of Alcoa common stock reserved for issuance under Alcoa�s stock-based compensation plans.

Dividend Rights

Holders of Alcoa common stock are entitled to receive dividends as declared by Alcoa�s board of directors. However,
no dividend will be declared or paid on Alcoa�s common stock until Alcoa has paid (or declared and set aside funds for
payment of) all dividends which have accrued on all classes of Alcoa�s outstanding preferred stock, including the
current quarter yearly dividend on the Class A Stock.

Voting Rights

Holders of Alcoa common stock are entitled to one vote per share.

Liquidation Rights

Upon any liquidation, dissolution or winding up of Alcoa, whether voluntary or involuntary, after payments to holders
of preferred stock of amounts determined by the board of directors, plus any accrued dividends, Alcoa�s remaining
assets will be divided among holders of Alcoa common stock. Under Alcoa�s Articles of Incorporation, neither the
consolidation or merger of Alcoa with or into one or more corporations or any share exchange or division involving
Alcoa will be deemed a liquidation, dissolution or winding up of Alcoa.

Preemptive or Other Subscription Rights

Holders of Alcoa common stock will not have any preemptive right to subscribe for any securities of Alcoa.

Conversion and Other Rights

No conversion, redemption or sinking fund provisions apply to Alcoa common stock, and Alcoa common stock is not
liable to further call or assessment by Alcoa. All issued and outstanding shares of Alcoa common stock are fully paid
and non-assessable.

Other Matters

Alcoa�s Articles of Incorporation provide for the following:

� a classified board of directors with staggered three-year terms;

� special shareholder voting requirements to remove directors; and
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� certain procedures relating to the nomination of directors, filling of vacancies and the vote required to amend
or repeal any of these provisions.

Alcoa�s Articles of Incorporation also prohibit Alcoa�s payment of �green-mail,� that is, payment of a premium in
purchasing shares of its common stock from a present or recent holder of 5% or more of the common stock, except
with the approval of a majority of the disinterested shareholders. This provision and the classified board provision
may be amended or repealed only with the affirmative vote of at least 80% of the common stock. In addition, the
Articles of Incorporation limit or eliminate to the fullest extent permitted by Pennsylvania law, as from time to time in
effect, the personal liability of Alcoa�s directors for monetary damages, and authorize Alcoa, except as prohibited by
law, to indemnify directors, officers, employees and others against liabilities and expenses incurred by them in
connection with the performance of their duties to Alcoa. The classified board article provision and the
anti-�green-mail� provision may have certain anti-takeover effects.

Alcoa is governed by certain �anti-takeover� provisions in the Pennsylvania Business Corporation Law (the �PBCL�).
Chapter 25 of the PBCL contains several anti-takeover provisions that apply to registered corporations such as Alcoa.
Section 2538 of the PBCL requires shareholder approval for certain transactions between a registered corporation and
an interested shareholder (generally, a shareholder who owns 20% of the stock entitled to vote in an election of
directors). Section 2538 applies if an interested shareholder (together with anyone acting jointly with such shareholder
and any affiliates of such shareholder):

� is to be a party to a merger or consolidation, a share exchange or certain sales of assets involving such
corporation or one of its subsidiaries;
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� is to receive a disproportionate amount of any of the securities of any corporation which survives or results
from a division of the corporation;

� is to be treated differently from others holding shares of the same class in a voluntary dissolution of such
corporation; or

� is to have his or her percentage of voting or economic share interest in such corporation materially increased
relative to substantially all other shareholders in a reclassification.

In such a case, the proposed transaction must be approved by the affirmative vote of the holders of shares representing
at least a majority of the votes that all shareholders are entitled to cast with respect to such transaction. Shares held by
the interested shareholder are not included in calculating the number of shares entitled to be cast, and the interested
shareholder is not entitled to vote on the transaction. This special voting requirement does not apply if the proposed
transaction has been approved in a prescribed manner by the corporation�s board of directors or if certain other
conditions, including the amount of consideration to be paid to certain shareholders, are satisfied or the transaction
involves certain subsidiaries.

Section 2555 of the PBCL may also apply to a transaction between a registered corporation and an interested
shareholder, even if Section 2538 also applies. Section 2555 prohibits a corporation from engaging in a business
combination with an interested shareholder unless one of the following conditions is met:

� the board of directors has previously approved either the proposed transaction or the interested shareholder�s
acquisition of shares;

� the interested shareholder owns at least 80% of the stock entitled to vote in an election of directors and, no
earlier than three months after the interested shareholder reaches the 80% level,

� the majority of the remaining shareholders approve the proposed transaction;

� shareholders receive a minimum �fair price� for their shares in the transaction; and

� the other conditions of Section 2556 of the PBCL are met;

� holders of all outstanding common stock approve the transaction;

� no earlier than 5 years after the interested shareholder acquired the 20%, a majority of the remaining shares
entitled to vote in an election of directors approve the transaction; or
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� no earlier than 5 years after the interested shareholder acquired the 20%, a majority of all the shares approve
the transaction, all shareholders receive a minimum fair price for their shares, and certain other conditions
are met.

Alcoa�s Articles of Incorporation also provide that Alcoa may not repurchase any stock from an interested shareholder
at prices greater than the current fair market value. Under the PBCL, a person or group of persons acting in concert
who hold 20% of the shares of a registered corporation entitled to vote in the election of directors constitutes a control
group. On the occurrence of the transaction that makes the group a control group, any other shareholder of the
registered corporation who objects can, under procedures set forth under the PBCL, require the control group to
purchase his or her shares at �fair value,� as defined in the PBCL.

The PBCL also contains certain provisions applicable to a registered corporation such as Alcoa which, under certain
circumstances, permit a corporation to:

� redeem �control shares,� as defined in the PBCL;

� remove the voting rights of control shares; and

� require the disgorgement of profits by a �controlling person,� as defined in the PBCL.
The transfer agent and registrar for Alcoa common stock is Computershare.
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DESCRIPTION OF WARRANTS

General

Alcoa may issue warrants for the purchase of debt securities, Class B Stock, depositary shares or common stock.
Alcoa may issue such warrants independently or together with other securities offered under this prospectus. Alcoa
will issue each series of warrants under a separate warrant agreement to be entered into between itself and a bank or
trust company, as warrant agent, that it will name in a prospectus supplement relating to the warrants being offered.
The warrant agent will act solely as Alcoa�s agent in connection with the warrants and will not have any obligation or
relationship of agency or trust for or with any holders or beneficial owners of warrants. The form of the warrant
agreement relating to warrants to purchase the securities offered by Alcoa, including the form of warrant certificate
representing the warrants, will be filed with the SEC as an exhibit to the registration statement that includes this
prospectus, either by amendment to the registration statement or by a Current Report on Form 8-K or other document
filed under the Exchange Act, in connection with the offering of such warrants. See �Where You Can Find More
Information� for information on how to obtain copies of these documents. The following summary of certain
provisions of the warrants is not complete. You should read the applicable warrant agreement and related warrant
certificate for provisions that may be important to you.

Debt Warrants

If Alcoa offers warrants for the purchase of debt securities, a prospectus supplement relating to the warrants being
offered will describe the terms of the warrants, the warrant agreement and the warrant certificates, including the
following:

� the title and aggregate number of the warrants;

� the offering price for the warrants, if any;

� the designation, aggregate principal amount and terms of the debt securities purchasable upon exercise of the
warrants;

� the designation and terms of any related debt securities with which the warrants are issued, and the number
of warrants issued with each such debt security;

� the date, if any, on and after which the warrants and the related debt securities will be separately
transferable;

� the principal amount of debt securities purchasable upon exercise of one warrant and the price at which such
principal amount may be purchased upon such exercise;
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� the date on which the right to exercise the warrants will commence and the date on which such right will
expire;

� whether the warrants represented by the warrant certificates will be issued in registered or bearer form, and if
registered, where they may be transferred and registered;

� information with respect to any book-entry procedures;

� if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time;

� the currency or currency units in which the offering price, if any, and the exercise price are payable;

� if applicable, a discussion of material U.S. federal income tax considerations;

� anti-dilution provisions of the warrants, if any;

� redemption or call provisions, if any, applicable to the warrants; and

� any other terms of the warrants.
If debt securities purchasable upon exercise of the warrants are issuable in bearer form, the warrants may not be
offered nor constitute an offer to U.S. persons other than to offices outside the United States of certain U.S. financial
institutions. Moreover, bearer debt securities issuable upon exercise of the warrants may not be issued to U.S. persons
other than to offices outside the United States of certain U.S. financial institutions.
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Stock Warrants

If Alcoa offers warrants for the purchase of common stock, Class B Stock or depositary shares, a prospectus
supplement relating to the stock warrants being offered will describe the terms of the common stock warrants, Class B
Stock warrants or depositary shares warrants, the warrant agreement and the warrant certificates, including the
following:

� the title and aggregate number of the warrants;

� the offering price for the warrants, if any;

� whether common stock, Class B Stock or depositary shares may be purchased upon exercise of the warrants;

� the designation and terms of any related securities with which the warrants are issued, and the number of
warrants issued with each such security;

� the date, if any, on and after which the warrants and the related securities will be separately transferable;

� the number of shares of common stock, Class B Stock or depositary shares that may be purchased upon
exercise of each warrant and the price at which the shares may be purchased upon exercise;

� the date on which the right to exercise the warrants will commence and the date on which such right will
expire;

� if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time;

� the currency or currency units in which the offering price, if any, and the exercise price are payable;

� if applicable, a discussion of material U.S. federal income tax considerations;

� anti-dilution provisions of the warrants, if any;

� redemption or call provisions, if any, applicable to the warrants; and
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� any other terms of the warrants.
Exercise of Warrants

Each warrant will entitle the holder of the warrant to purchase at the exercise price set forth in the applicable
prospectus supplement the principal amount of debt securities, shares of Class B Stock, depositary shares or common
stock being offered. Holders may exercise warrants at any time up to the close of business on the expiration date set
forth in the applicable prospectus supplement. After the close of business on the expiration date, unexercised warrants
are void. Holders may exercise warrants as set forth in the prospectus supplement relating to the warrants being
offered.

Until the exercise of their warrants to purchase debt securities, Class B Stock, depositary shares or common stock,
holders of warrants will not have any rights as a holder of the debt securities, Class B Stock, depositary shares or
common stock, as the case may be, by virtue of such holder�s ownership of warrants.
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DESCRIPTION OF STOCK PURCHASE CONTRACTS

AND STOCK PURCHASE UNITS

We may issue stock purchase contracts, including contracts obligating holders to purchase from us, and us to sell to
the holders, a specified or varying number of shares of our common stock or other securities at a future date or dates,
which we refer to in this prospectus as �stock purchase contracts.� The price per share of the securities and the number
of shares of the securities may be fixed at the time the stock purchase contracts are issued or may be determined by
reference to a specific formula set forth in the stock purchase contracts. The stock purchase contracts may be issued
separately or as part of units consisting of a stock purchase contract and debt securities, Class B Stock, depositary
shares or warrants of Alcoa, or debt obligations of third parties, including U.S. treasury securities, securing the holders�
obligations to purchase the securities under the stock purchase contracts, which we refer to herein as �stock purchase
units.� The stock purchase contracts may require holders to secure their obligations under the stock purchase contracts
in a specified manner. The stock purchase contracts also may require us to make periodic payments to the holders of
the stock purchase units or vice versa, and such payments may be unsecured or funded on some basis.

A prospectus supplement relating to an offering of the particular stock purchase contracts or stock purchase units will
describe the terms of any stock purchase contracts or stock purchase units offered under this prospectus. The
description in the applicable prospectus supplement will not necessarily be complete, and reference will be made to
the stock purchase contracts, and, if applicable, collateral or depository arrangements, relating to the stock purchase
contracts or stock purchase units, which will be filed with the SEC each time we issue stock purchase contracts or
stock purchase units. Certain U.S. Federal income tax considerations applicable to the stock purchase contracts and
stock purchase units will also be discussed in any applicable prospectus supplement.
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PLAN OF DISTRIBUTION

Initial Offering and Sale of Securities

We may sell securities from time to time in one or more of the following ways:

� to underwriters, whether or not part of a syndicate, for public offering and sale by them;

� directly to purchasers in negotiated sales or in competitively bid transactions;

� through agents;

� through dealers; or

� through a combination of any of the above methods of sale.
Offers to purchase securities may be solicited directly by us or by agents designated by us from time to time. Any
agent, who may be deemed to be an underwriter, as that term is defined in the Securities Act, involved in the offer and
sale of the securities will be named, and any commissions payable by us to that agent will be provided, in an
applicable prospectus supplement. We and our agents may sell the securities at:

� a fixed price or prices, which may be changed;

� market prices prevailing at the time of sale;

� prices related to such prevailing market prices; or

� negotiated prices.
Underwriters, dealers and agents participating in the distribution of the securities may be deemed to be underwriters,
and any discounts and commissions received by them and any profit realized by them on resale of the securities may
be deemed to be underwriting discounts and commissions under the Securities Act. Underwriters, dealers and agents
may be entitled, under agreements with us, to indemnification against and contribution toward certain civil liabilities,
including liabilities under the Securities Act, and to reimbursement by us for certain expenses. Unless otherwise
described in an applicable prospectus supplement, the obligations of the underwriters to purchase offered securities
will be subject to conditions, and the underwriters must purchase all of the offered securities if any are purchased.

If an underwriter or underwriters are used in the offer or sale of securities, we will execute an underwriting agreement
with the underwriters at the time of sale of the securities to the underwriters, and the names of the underwriters and
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the principal terms of our agreements with the underwriters will be provided in an applicable prospectus supplement.

The securities subject to the underwriting agreement may be acquired by the underwriters for their own account and
may be resold by them from time to time in one or more transactions, including negotiated transactions, at a fixed
offering price or at varying prices determined at the time of sale. Underwriters may be deemed to have received
compensation from us in the form of underwriting discounts or commissions and may also receive commissions from
the purchasers of these securities for whom they may act as agent. Underwriters may sell these securities to or through
dealers. These dealers may receive compensation in the form of discounts, concessions or commissions from the
underwriters and commissions from the purchasers for whom they may act as agent. Any initial offering price and any
discounts or concessions allowed or re-allowed or paid to dealers may be changed from time to time.

In connection with underwritten offerings of the securities, the underwriters may engage in over-allotment, stabilizing
transactions, covering transactions and penalty bids in accordance with Regulation M under the Exchange Act, as
follows:

� Over-allotment transactions involve sales in excess of the offering size, which create a short position for the
underwriters;

� Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not
exceed a specified maximum;

� Covering transactions involve purchases of the securities in the open market after the distribution has been
completed in order to cover short positions; and

� Penalty bids permit the underwriters to reclaim a selling concession from a broker/dealer when the securities
originally sold by that broker-dealer are repurchased in a covering transaction to cover short positions.
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These stabilizing transactions, covering transactions and penalty bids may cause the price of the securities to be higher
than it otherwise would be in the absence of these transactions. If these transactions occur, they may be discontinued
at any time.

If indicated in an applicable prospectus supplement, we will authorize dealers acting as our agents to solicit offers by
certain institutions to purchase securities from us at the public offering price set forth in the prospectus supplement
under delayed delivery contracts providing for payment and delivery on the date or dates stated in the prospectus
supplement. The identity of any such agents, the terms of such delayed delivery contracts and the commissions
payable by us to these agents will be set forth in an applicable prospectus supplement.

If indicated in an applicable prospectus supplement, we may sell shares of our common stock under a newly
established direct stock purchase and dividend reinvestment plan. The terms of any such plan will be set forth in the
applicable prospectus supplement.

Each underwriter, dealer and agent participating in the distribution of any of the securities that are issuable in bearer
form will agree that it will not offer, sell or deliver, directly or indirectly, securities in bearer form in the United States
or to U.S. persons, other than qualifying financial institutions, during the restricted period, as defined in U.S. Treasury
Regulations Section 1.163-5(c)(2)(i)(D)(7).

We may enter into derivative transactions with third parties, or sell securities not covered by this prospectus to third
parties in privately negotiated transactions. If the applicable prospectus supplement indicates, in connection with those
derivatives, the third parties may sell securities covered by this prospectus and the applicable prospectus supplement,
including in short sale transactions. If so, the third party may use securities pledged by us or borrowed from us or
others to settle those sales or to close out any related open borrowings of securities, and may use securities received
from us in settlement of those derivatives to close out any related open borrowings of securities. The third party in
such sale transactions will be an underwriter and will be identified in the applicable prospectus supplement (or a
post-effective amendment to the registration statement that includes this prospectus).

Except for shares of our common stock or as otherwise described in an applicable prospectus supplement, all of the
securities will be a new issue of securities with no established trading market. Any underwriters to whom or agents
through whom the securities are sold by us for public offering and sale may make a market in the securities, but such
underwriters or agents will not be obligated to do so and may discontinue any market making at any time without
notice. No assurance can be given as to the liquidity of the trading market for any such securities.

Certain of the underwriters, dealers or agents and their associates may be customers of, engage in transactions with
and perform services for us and our subsidiaries in the ordinary course of business.

In compliance with guidelines of the Financial Industry Regulatory Authority (�FINRA�), the maximum consideration
or discount to be received by any FINRA member or independent broker dealer may not exceed 8% of the aggregate
amount of the securities offered pursuant to this prospectus and any applicable prospectus supplement.

If more than 5% of the net proceeds of any offering of common shares made under this prospectus will be received by
a FINRA member participating in the offering or affiliates or associated persons of such FINRA member or any other
facts and circumstances relating to the participation of a FINRA member in the offering would give rise to a �conflict
of interest� under FINRA rules, the offering will be conducted in accordance with FINRA Rule 5121.
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LEGAL MATTERS

Unless otherwise indicated in the applicable prospectus supplement, the validity of the securities offered by Alcoa will
be passed upon for Alcoa by Thomas F. Seligson, Esq., Counsel of Alcoa. Certain matters relating to the securities
offered by this prospectus will be passed upon for any underwriters or agents by Cravath, Swaine & Moore LLP, New
York, New York. Mr. Seligson is paid a salary by Alcoa, is a participant in various employee benefit plans offered to
Alcoa employees, and beneficially owns, or has rights to acquire, an aggregate of less than one percent of the shares of
Alcoa common stock. From time to time, Cravath, Swaine & Moore LLP provides legal services to Alcoa and its
subsidiaries.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The consolidated financial statements and management�s assessment of the effectiveness of internal control over
financial reporting (which is included in Management�s Report on Internal Control over Financial Reporting),
incorporated in this prospectus by reference to the Annual Report on Form 10-K for the year ended December 31,
2013, have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered
public accounting firm, given on the authority of said firm as experts in auditing and accounting.

With respect to the unaudited financial information of Alcoa for the three month periods ended March 31, 2014 and
2013 and the three and six month periods ended June 30, 2014 and 2013 incorporated by reference in this prospectus,
PricewaterhouseCoopers LLP reported that they have applied limited procedures in accordance with professional
standards for a review of such information. However, their separate report dated April 24, 2014 and July 24, 2014,
respectively, incorporated by reference herein states that they did not audit and they do not express an opinion on that
unaudited financial information. Accordingly, the degree of reliance on their report on such information should be
restricted in light of the limited nature of the review procedures applied. PricewaterhouseCoopers LLP is not subject
to the liability provisions of Section 11 of the Securities Act of 1933 for their report on the unaudited financial
information because that report is not a �report� or a �part� of the registration statement prepared or certified by
PricewaterhouseCoopers LLP within the meaning of Sections 7 and 11 of the Act.
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25,000,000 Depositary Shares
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