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PART | - FI NANCI AL | NFORVATI ON
<TABLE>
<CAPTI ON\>

Al coa and subsidiaries
Condensed Consol i dat ed Bal ance Sheet
(in mllions)

( unaudi t ed)

Sept enber 30
Decenber 31
ASSETS 1998
1997
<s> <c>
Current assets:
Cash and cash equival ents (includes cash of $145.5 in
1998 and $100.8 in 1997) $ 521
800. 8
Short-termi nvest ments 63.
105. 6
Accounts receivable fromcustoners, |ess all owances:
1998- $65. 5; 1997-$36. 6 2, 299.
1,581.2
O her receivabl es 169.
216. 4
I nventories (b) 1, 877.
1,312.6
Def erred i ncone taxes 180.
172.3
Prepai d expenses and ot her current assets 327.
228.0
Total current assets 5, 439.

4,416.9



Properties, plants and equi pnment, at cost 17,894.8
15, 254. 0

Less, accumul ated depreciation, depletion and
anortization 8,858.5
8,587.5
Net properties, plants and equi prment 9,036.3
6, 666. 5
Coodwi ||, net of accumul ated anortization 1,319.4
487.6
O her assets 2,098.4
1,499.6
Total assets $17, 893. 3
$13, 070.6
LI ABI LI TI ES
Current liabilities:
Short-term borrow ngs $ 826.0 $
347.7
Accounts payabl e, trade 1, 040.6
811.7
Accrued conpensation and retirenment costs 653. 9
436.0
Taxes, including taxes on incomne 415. 2
334.2
O her current liabilities 785. 2
375.7
Long-term debt due wi thin one year 167.5
147.2
Total current liabilities 3,888.4
2,452.5
Long-term debt, |ess amount due within one year (c) 2,921.3
1,457.2
Accrued postretirenent benefits 1,892.1
1,749.6
O her noncurrent liabilities and deferred credits 1, 605.9
1,271.2
Def erred i ncome taxes 307.0
281.0
Total liabilities 10,614.7

7,211.5



M NORI TY | NTERESTS 1, 453.

1,439.7

SHAREHOLDERS' EQUI TY
Preferred stock

55.8

Common st ock

178.9

Addi tional capital 1, 875.

578.1

Ret ai ned ear ni ngs 5, 087.

4,717.3

Treasury stock, at cost

(758.0)

Accumul at ed ot her conprehensive incone (d)
(352.7)

Total sharehol ders' equity 5, 825.

4,419.4

Total liabilities and sharehol ders' equity
$13, 070.6

The acconpanying notes are an integral part of the financial statenents.

</ TABLE>

<TABLE>
<CAPTI ON>

Al coa and subsidiaries

Condensed Statement of Consolidated I ncome (unaudited)
(in mllions, except per share anounts)

Third quarter

nmont hs
ended
ended
Sept enber 30
Sept enber 30
1998 1997

1997

N ne

1998



<s>

<c>

REVENUES

Sal es and operating revenues
$10, 020. 6

O her income

125.9

COSTS AND EXPENSES

Cost of goods sold and operating expenses

7,624.9

Selling, general administrative and ot her
expenses

480.9

Research and devel opnent expenses

104.1

Provi sion for depreciation, depletion and
anortization

549.5

Special itens (e)

(22.6)

I nterest expense

106. 2

Taxes other than payroll taxes

98.6

EARNI NGS

I ncone before taxes on incone
1,204.9
Provi sion for taxes on incone (f)
421. 7

I ncome from operations
783.2
Less: Mnority interests' share
(188. 4)

<Cc>

$4,108.9

214. 2

28.8

233.2

<c>

$3,357.5

161.4

33.8

185. 8
(18.0)

35.5

<Cc>

$11, 141.0

522.2

81.2

604. 1



EARNI NGS PER SHARE (g)

Basi ¢ $ 1.22 $
$ 3.43

Diluted $ 121 $
$ 3.38
Di vi dends pai d per common share $ . 375 $
$ . 725

The acconpanying notes are an integral part of the financial

</ TABLE>

<TABLE>
<CAPTI ON>

Al coa and subsidiaries
Condensed Statement of Consolidated Cash Fl ows (unaudited)
(in mllions)

ended

30

1997

<s>

CASH FROM OPERATI ONS

Net incone

594.8

Adj ustnents to reconcile net incone to cash from operations:
Depreci ation, depletion and anortization

561. 5
Change in deferred i ncone taxes
15.6
Equity i nconme before additional taxes, net of dividends
(26. 6)
Non-cash special itens
(22.6)
Book val ue of asset disposals
28.8

Mnority interests
188. 4

st atenent s.

N ne nonth

Sept enbe

<c>

$ 634.7

614. 1
(2.5)

(18.0)

30.9

180.7

S

r

<Cc>



O her

(12.1)

(I'ncrease) reduction in receivables
(156.1)

Reduction in inventories
99.4

Increase in prepaid expenses and other current assets
(34.2)

Reduction in accounts payabl e and accrued expenses
(3.9

Increase in taxes, including taxes on incone
95.2

Cash received on |ong-term alum na supply contract
240.0

Change in hedging activity
(126. 8)

Net change in noncurrent assets and liabilities
(70.1)

CASH FROM OPERATI ONS
1,371.3

FI NANCI NG ACTI VI TI ES

Net changes in short-term borrow ngs

164.8

Conmon stock issued and treasury stock sold
199.7

Repur chase of common st ock

(292.5)

Di vi dends paid to sharehol ders

(127.2)

Di vidends paid and return of capital to minority interests

(290. 5)

Additions to | ong-term debt
435.9

Payments on | ong-term debt
(555.9)

CASH FROM (USED FOR) FI NANCI NG ACTI VI TI ES
(465. 7)

I NVESTI NG ACTI VI TI ES

Capi tal expenditures

(618. 6)

Acqui sitions, net of cash acquired
Proceeds fromthe sale of assets
193.2

Additions to i nvestnents

(.7

16.

8.
110.
(75.
(18.

77.

(594.

(1352.

(110.

4
4
7
2)

1)

. 4)

.3)

. 5)
.2)

.9)

7)

7)

9)



Sal e of subsidiaries

Sal e of investnents

60. 2

Net change in short-terminvestnents
(62.9)

Changes in mnority interests

14.0

Q her

(8.6)

CASH USED FOR | NVESTI NG ACTI VI TI ES
(423. 4)

EFFECT OF EXCHANGE RATE CHANGES ON CASH
(10. 5)

CHANGES | N CASH

Net change in cash and cash equival ents

471.7

Cash and cash equi val ents at begi nning of year
598.1

CASH AND CASH EQUI VALENTS AT END OF PERI CD
$1, 069. 8

The acconpanying notes are an integral part of the financial

</ TABLE>
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Not es to Condensed Consol i dated Fi nanci a

Not es:

St atenent s
(in mllions, except share anounts)

st atenent s.

(a) Summarized consolidated financial data for Alcoa Alumnio S. A
(Alum nio) and Al coa of Australia Limted (Aof A) begin on

page 20.
(b) Inventories consisted of:

<TABLE>
<CAPTI ON>

Sept enber 30
1998

31



<S> <c> <Cc>

Fi ni shed goods $ 447.4 $ 314.9
Work in process 607. 2 433.0
Bauxi te and al unm na 295.5 263.9
Purchased raw material s 384.3 197.3
Qper ating supplies 143.0 103.5
$1,877. 4 $1,312.6

</ TABLE>

Approxi mately 60.3% of total inventories at Septenber 30,
1998 were valued on a LIFO basis. |If valued on an average
cost basis, total inventories wuld have been $786.0 and
$769. 8 hi gher at Septenber 30, 1998 and Decenber 31, 1997,
respectively.

(c) In January 1998, Al coa issued $300 of 6.75% bonds due 2028.
The net proceeds were used for general corporate purposes.
In June 1998, Al coa issued $200 of 6.125% bonds due in 2005
$250 of 6.5% bonds due in 2018 and $675 of commrercial paper.
The proceeds fromthe June offerings were used to fund the
Al umax transaction. In the third quarter, Al coa issued an
addi ti onal $425 of commercial paper, the proceeds of which
were used to repay higher cost Alumax debt. See Note i for
addi tional detail

(d) The cal cul ation of conprehensive incone is as foll ows:

<TABLE>
<CAPTI ON\>
Third quarter Ni ne nont hs
ended ended
Sept enber 30 Sept enber 30
1998 1997 1998 1997
<S> <Cc> <Cc> <Cc> <Cc>
Net incomre $217.7 $228.1 $634.7 $594. 8
O her conprehensi ve income
(1 oss) 24.0 (59.9) (22.6) (196. 8)
Conpr ehensi ve i ncone $241.7 $168. 2 $612.1 $398.0
</ TABLE>

(e) The 1997 third quarter included a gain of $18.0 ($12.3
after-tax) related to special itenms. The sale of equity
securities generated a gain of $38.0 ($24.7 after-tax)
that was partially offset by a $20.0 ($12.4 after-tax)
charge to increase environnental reserves. Special itens
in the 1997 nine-nonth period include an additional $4.6
(a $1.1 loss after-tax) related to asset sales, increases
to environnental reserves and inpairnents.



(f) The inconme tax provision for the period is based on the
effective tax rate expected to be applicable for the ful
year. The 1998 nine-nonth rate of 32.5%differs fromthe
statutory rate primarily because of taxes on foreign
i ncone.

(g) Basic earnings per share (EPS) ampbunts are conputed by
di vi di ng earni ngs applicable to common stockhol ders by
t he average nunber of common shares outstanding. Diluted
EPS anounts assume the issuance of conmmon stock for all
potentially dilutive equival ents outstanding. Anti-
di lutive outstanding stock options have been excl uded

-5-

fromthe diluted EPS cal cul ati on. The detail

and diluted EPS foll ows:

of basic

<TABLE>
<CAPTI ON\>
Third quarter
ended
Sept enber 30
1998 1997

<s> <c> <c>

Net incone $217. 7 $228.1
$594.8

Less: Preferred stock dividends .5 .5
1.5

Incone avail able to common stockhol ders  $217.2 $227.6
$593. 3

Wei ght ed average shares out st andi ng 178.7 173.1
173.1

Basi ¢ EPS $1. 22 $1. 32
$3.43

Effect of dilutive securities:

Add Shares issuabl e upon exercise

of outstandi ng stock options .7 2.4
2.4
D | uted shares outstandi ng 179.4 175.5

175.5

Di | uted EPS $1.21 $1. 29
$3. 38

N ne nont hs
ended
Sept enber 30

1998 1997

<c> <c>
$634. 7



(h) On February 6, 1998, Alcoa conmpleted its acquisition of
I nespal, S.A of Madrid, Spain. Alcoa paid approximately
$150 in cash and assuned $260 of debt and liabilities in
exchange for substantially all of Inespal's businesses.
Inespal is an integrated al um num producer w th 1997
revenues of $1,100. The acquisition included an al unm na
refinery, three alumi numsnelters, three alumnumrolling
facilities, two extrusion plants, an administrative center
and rel ated sales offices in Europe.

(i) On March 9, 1998, Alcoa and Al unmax Inc. (Al umax) announced
that they had entered into an agreenment under which Al coa
was to acquire all of the outstanding shares of A umax for
a conbi nati on of cash and stock. On June 16, 1998, after
approval by the U S. Department of Justice (DQJ) and ot her
regul atory agencies, Alcoa conpleted the first step of the
acqui sition by purchasing approxi mately 51% of the
out st andi ng shares of Alumax at $50 per share. Followi ng
approval by Al umax sharehol ders at a special mneeting on
July 31, 1998, Al coa conpleted the acquisition by exchangi ng
its common stock for the remaining shares of Alunmax at a
ratio of .6975 share of Al coa stock per share of Al umax
stock. The exchange resulted in Al coa issuing
18, 425, 380 shares to Alunmax sharehol ders. The transaction
was val ued at approxi mately $3,800, including the assunp-
tion of debt, and was accounted for using the purchase
met hod. The purchase price includes cash and stock paid
to Alumax sharehol ders as well as other direct costs of
the acquisition. The purchase price allocation is
prelimnary; the final allocation is subject to valuation
and ot her studies that have not been completed. The
goodwi Il resulting fromthe acquisition will be anortized
over a forty-year period.

As part of the agreenment with the DQJ and its rel ated
approval of the Al umax transaction, Al coa agreed to divest
its cast plate operations in Vernon, CA. Annual sales for
t hese operations are approximately $30 mllion. Al coa does
not anticipate that this divestiture will have a materi al

i mpact on its operations.

The foll owi ng presents pro forma informati on assum ng t hat
the acquisition of 100% of Al umax by Al coa had occurred at
t he begi nning of each respective year. Adjustnents that
have been included to arrive at the pro forma totals
primarily include those related to acquisition financing,
the anortization of goodwill, the elimnation of
transactions between Al coa and Al umax and additiona
depreciation related to the increase in basis that resulted
fromthe transaction. Tax effects fromthe pro forma

adj ust ments noted above al so have been included at the 35%
statutory rate.

-6-

<TABLE>
<CAPTI ON>



N ne nont hs

ended
Sept enber 30
1998 1997
<S> <Cc> <Cc>
Sal es $12,567.5 $11,977. 4
Net i ncome 657. 8 528.0
Basi ¢ earni ngs per share 3.55 2.75
Di | uted earnings per share 3.53 2.72

</ TABLE>

The pro forma results are not necessarily indicative of
what actually woul d have occurred if the transaction
had been in effect for the entire periods presented,
are not intended to be a projection of future results,
and do not reflect any cost savings that m ght be

achi eved fromthe conbi ned operations.

(j) In June 1998, the Financial Accounting Standards Board
i ssued SFAS 133, "Accounting for Derivative Instrunments
and Hedging Activities." The standard requires that
entities value all derivative instrunents at fair val ue
and record the instruments on the bal ance sheet. The
standard al so significantly changes the requirenents for
hedge accounting. The standard is required to be adopted
by Alcoa for the first quarter of the year 2000. The
Conpany believes that SFAS 133 will have a material inpact
on its financial statenments as its current al um num
foreign exchange and interest rate derivative contracts as
well as certain underlying exposures will be recorded on
the bal ance sheet at fair value. Managenent is currently
assessing the details of how the standard will inpact its
financial statenents and is preparing a plan of
i mpl enent ati on.

-7-

In the opinion of the Conpany, the financial statenents and
summari zed financial data in this Form 10-Q report include al
adjustnents, including those of a normal recurring nature,
necessary to fairly state the results for the periods. This
Form 10- Q report should be read in conjunction with the
Conpany's annual report on Form 10-K for the year ended
Decenber 31, 1997.

The financial information required in this Form 10-Q by

Rul e 10-01 of Regul ation S-X has been subject to a review by
Pri cewat er houseCoopers LLP, the Company's independent
certified public accountants, as described in their report
on page 9.

-8-



| ndependent Accountant's Revi ew Report

To the Sharehol ders and Board of Directors
Al um num Conpany of Anerica (Al coa)

W have reviewed the unaudited condensed consolidated
bal ance sheet of Al coa and subsidiaries as of Septenber 30,
1998, the unaudited condensed statenents of consolidated
i ncome for the three-nonth and ni ne-nonth periods ended
Sept enber 30, 1998 and 1997, and the unaudited condensed
statenment of consolidated cash flows for the nine-nonth
peri ods ended Septenber 30, 1998 and 1997, which are
included in Alcoa's Form 10-Q for the period ended
Sept enber 30, 1998. These financial statenents are the
responsibility of Alcoa' s managenent.

W conducted our review in accordance with standards
established by the Anerican Institute of Certified Public
Accountants. A review of interimfinancial information
consi sts principally of applying analytical procedures to
financial data and naking inquiries of persons responsible
for financial and accounting matters. It is substantially
| ess in scope than an audit conducted in accordance wth
general |y accepted auditing standards, the objective of
which is the expression of an opinion regarding the
financial statenments taken as a whole. Accordingly, we do
not express such an opi nion

Based on our review, we are not aware of any materi al
nodi fi cati ons that should be made to the condensed
consolidated financial statenments referred to above for them
to be in conformty with generally accepted accounting
princi pl es.

W have previously audited, in accordance with generally
accepted auditing standards, the consolidated bal ance sheet
of Al coa and subsidiaries as of Decenber 31, 1997, and the
rel ated statenments of consolidated inconme, sharehol ders
equity, and cash flows for the year then ended (not presented
herein). In our report dated January 8, 1998, except for
Note V, for which the date is February 6, 1998, we expressed
an unqual i fi ed opinion on those consolidated financia
statements. In our opinion, the information set forth in the
acconpanyi ng condensed consol i dat ed bal ance sheet as of
Decenber 31, 1997, is fairly stated, in all material respects,
inrelation to the consolidated bal ance sheet fromwhich it
has been deri ved.

/sl Pricewat er houseCoopers LLP

Pri cewat er houseCoopers LLP

Pi tt sburgh, Pennsyl vani a



Cct ober 6, 1998

<TABLE>
<CAPTI ON>

Managenent's Di scussion and Anal ysis of the
Results of Operations and Financi al Condition
(dollars in mllions, except share anounts)

Resul ts of Operations

Princi pal incone and operating data foll ow

Third quarter ended Ni ne nont hs ended
Sept enber 30 Sept enber 30
1998 1997 1998 1997
<S> <Cc> <Cc> <Cc> <Cc>
Sal es $4,108.9 $3,357.5 $11,141.0
$10, 020. 6
Net i ncone 217.7 228.1 634.7
594. 8
Basi ¢ earni ngs per conmon share 1.22 1.32 3.68
3.43
Di | uted earnings per comon share 1.21 1.29 3. 67
3.38
Shi prent s of al umi num products (1) 1,133 742 2,777
2,222
Shi prrents of alumina (1) 1, 536 1, 866 5, 346
5, 415
<f n>

(1) in thousands of netric tons (nt)
</ TABLE>

Overvi ew

Al coa earned $217.7 or $1.22 per common share for the third
quarter of 1998, conpared with $228.1 or $1.32 per share, in the
1997 third quarter. Net income for the 1997 third quarter

i ncl uded a special after-tax gain of $12.3, or 7 cents per share
related to the sale of equity securities and charges to increase
environnmental reserves. For the first nine nonths of 1998,

earni ngs were $634.7, or $3.68 per share, versus $594.8 or $3.43
per share in the 1997 period. The 1997 ni ne-nonth period

i ncl uded special charges of $1.1 related to asset sal es,

i ncreases to environnmental reserves and an inpairment at a U S
manufacturing facility in addition to the $12.3 after-tax gain
nmenti oned above.

The i nmproved earnings |level for the 1998 year-to-date period was
due to higher alum num shi pments and revenues, resulting
primarily fromthe A umax and | nespal acquisitions (the



acqui sitions) and |l ower adm nistrative costs. Gains fromthese

i nprovenments were offset by |ower alum num prices, which have
fallen 14% on the London Metal Exchange (LME) since the beginning
of 1998. The Alumax acquisition was slightly accretive to 1998
third quarter earnings per share.

Aof A's pretax incone fromoperations for the 1998 third quarter
was down 28% from the conparable 1997 period. Lower realized
prices for alumna and alum num along with | ower alumna

shi pnents, were the primary reasons for the decline.

In Brazil, Alumnio s third quarter 1998 pre-tax income from
operati ons decreased $19.2 fromthe conparabl e 1997 peri od.
Aluminio's results reflect the effect of divestitures, which
reduced revenues by $52.4 fromthe 1997 quarter. In addition
hi gher volunes for ingot and extrusions were offset by |ower
al um num pri ces.

Consol i dated revenues and shi prment information by segnent
fol | ows.

<TABLE>
<CAPTI ON>

Al um na and Chem cal s Segnent

Third quarter ended Ni ne nont hs ended
Sept enber 30 Sept enber 30
1998 1997 1998 1997
<s> <Cc> <Cc> <Cc> <Cc>
Al umi na and chenical s revenues $ 379 $ 487 $ 1,353 $ 1,481
Al umi na shi pnents (000 nt) 1,536 1, 866 5, 346 5, 415

</ TABLE>
-10-

Total revenues for the Alum na and Chemi cals segnent in the 1998
third quarter fell 22% when conpared with the 1997 third quarter.
Year-to-date, revenues decreased 9% fromthe 1997 peri od.

Al um na revenues for the 1998 third quarter were down 33% as
realized prices fell 19% and shipnents fell 18% Year-to-date,
revenues decreased 14% as realized prices declined 13% and

shi pnents fell 1% over the 1997 ni ne-nonth period. The decline
in shipments during the third quarter is alnost entirely due to
the Alumax acquisition. Previously, Al coa recorded shipnents to
Alumax snelters as third party revenues; these shipnments are now
recorded as inter-conpany revenues, which are elimnated on a
consol i dat ed basis.

Revenues from chem cal products were flat when conpared with the
1997 third quarter and nine-nmonth periods. |ncreased revenues



from Europe and Australia were offset by | ower revenues from Asi a
and the inpact of divestitures.

The entities jointly owned by Al coa and WWMC Limted of Australia
(W), known as Al coa Wrld Alum na and Chem cal s (AVWAQ),
produced 9, 152 nt of alum na during the 1998 ni ne-nonth peri od,
conpared with 7,751 nt in the conparable 1997 period. O the
1998 ni ne-nmonth amount, 5,346 nt was shipped to third-party

cust omers.

<TABLE>
<CAPTI ON>

Al um num Processi ng Segnent

Third quarter ended Ni ne nmont h
Sept enber 30 Sept enb
Product cl asses 1998 1997 1998
<s> <c> <c> <c>
Revenues
Flat-rol |l ed products $ 1,276 $ 1,035 $ 3,486
Engi neered products 1, 044 619 2,357
Al um num i ngot 563 367 1, 399
O her al um num product s 88 71 227
Tot al $ 2,971 $ 2,092 $ 7,469
Shi prents (000 nt)
Fl at-roll ed products 463 360 1, 216
Engi neered products 263 140 558
Al um num i ngot 382 221 929
O her al um num product s 25 21 74
Tot al 1,133 742 2,777

</ TABLE>

Flat-rolled products - Total flat-rolled products revenue rose
23% fromthe 1997 third quarter and 17%fromthe 1997 year-to-
date period. The increases were due primarily to higher

shi pnents resulting fromthe acquisitions. Flat-rolled products
revenue per pound rose 2% fromthe 1997 ni ne-nonth period as
product m x shifted towards a hi gher proportion of aerospace
products.

Approxi mately one-half of revenues and shipnents for flat-rolled
products are derived fromrigid contai ner sheet (RCS), which is
used to produce al um num beverage can bodi es and can ends. RCS
revenues were unchanged fromthe 1997 nine-nonth period, but
decl i ned 9% when conpared with the 1997 third quarter. In the
1998 third quarter, shipnents fell 7% and prices were down
slightly; in the 1998 nine-nmonth period, realized prices

i ncreased 2% whil e shipnments fell by a simlar anount.

s ended
er 30



Sheet and plate revenues in the 1998 third quarter were up 73%
conpared with the 1997 quarter and 42% on a year-to-date basis.
The increases were prinmarily due to higher shipnents, which
resulted fromthe acquisitions. Overall average realized prices
for sheet and plate fell 18% fromthe 1997 third quarter and 5%
fromthe 1997 year-to-date period as the additional shipnents
not ed above represent a | ower val ue-added m x

-11-

Engi neered products - These products include hard and soft all oy
extrusions used in the transportation, construction and

di stributor markets, alum numforgings and wire, rod and bar.
Revenues fromthe sale of engi neered products increased 69%in
the 1998 third quarter as shipnments rose 88% Year-to-date,
revenues and shipnents were up 27% and 31% respectively.
Average realized prices for engineered products for the 1998 ni ne-
nonth period fell 3%to $1.92 per pound, prinmarily due to the
addition of the A umax extrusion businesses in the 1998 third
quarter. These busi nesses produce primarily soft alloy

extrusi ons, which have a | ower val ue-added, resulting in a
reduction in average realized prices.

Revenues for extruded products were higher by 112% and 43% from
the 1997 third quarter and nine-nonth periods. Shipnments rose
144% and 49% over the sane periods, while prices fell 13% and 4%
respectively. The Alumax acquisition was the primary factor

behi nd the shi pnent increases. Wthout the inpact of Al unmax,

shi pnents were up slightly, primarily in Al coa' s European

operati ons.

For gi ngs revenues increased 13% and 19%fromthe 1997 quarter and
ni ne-nonth periods. The increases were primarily a result of

hi gher shi pnents of wheels, due primarily to Al coa' s new European
wheel s facility, which began operations in the 1997 second
quarter.

Al um numingot - Revenues for this product were up 54%in the
1998 quarter and 24%in the 1998 ni ne-nonth period. The

i ncreases were due to higher shipnents, with the 1998 quarter
rising 73% and the year-to-date period increasing 37% Lower
shi pnents from Aof A and Aluminio were nore than of fset by

i ncreased shipnents from Al coa's European snelters and the
addition of Alumax. In the alum numingot market, LME ingot

i nventories have decreased 18%this year at the sane tinme that
the 3-month LME ingot price has fallen 14%

O her al um num products - Revenues from sal es of other al um num
products for the 1998 year-to-date period were 3% hi gher than
those in the 1997 period. H gher revenues fromthe sale of scrap
and the addition of Alumax were partially offset by |ower sales
of al um num cl osures. Al um num cl osure revenues fell 28%  from
the 1997 year-to-date period due to the 1997 sale of Alcoa's

Ri chnond, | ndiana closure facility.

Nonal unm num Segnent



Revenues for the Nonal um num Segnent were $759 in the 1998 third
quarter, down 2% fromthe 1997 third quarter. For the year-to-
date period, revenues of $2,319 fell 1% fromthe 1997 peri od.
Results fromthe nine-nmonth period included a 7% i ncrease in
revenues at Al coa Fujikura Limted (AFL), as auto and truck
production remained strong, and a 12%increase in revenues in the
pl astic closures business. These gains were offset by |ower
revenues fromU. S. building products and the cabl es business in
Brazil, which were both inpacted by divestitures.

Cost of Goods Sol d

Cost of goods sold increased $664.5, or 26% fromthe 1997 third
quarter. Year-to-date, the increase was $951.6, or 12% The

i ncreases reflect the effect of the acquisitions and higher
volumes partially offset by the inpact of divestitures. Cost of
goods sold as a percentage of revenues was 77.0% or .9 points

hi gher than in the 1997 year-to-date period. The decline in this
measure of performance was due to | ower alum numoprices in
addition to the factors nentioned above.

QO her Inconme & Expenses

QG her incone totaled $47.8 for the 1998 third quarter, an increase
of $.9 fromthe 1997 period. Losses from mark-to-narket neta
trading activities versus gains in the 1997 quarter were nore than
of fset by higher equity inconme and the positive inmpact of foreign
exchange. For the 1998 year-to-date period, other inconme fell to
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$94.2 from $125.9, again due to | osses from mark-to-nmarket versus
gains in 1997. Partially mtigating the mark-to-market |osses
were higher equity and interest incone, and the effects of foreign
exchange.

Sel l'ing, general and administrative expenses increased $52.8 and
$41.3 fromthe year-ago quarter and nine-nmonth periods. The

i ncreases were primarily due to the acquisitions, partially

of fset by |lower adm nistrative costs and the inpact of 1997

di vestitures.

I nterest expense was up $33.8 fromthe 1997 ni ne-nmonth peri od.
The increase is due to higher debt resulting fromthe
acqui si tions.

The income tax provision for the period is based on the effective
tax rate expected to be applicable for the full year. The 1998
nine-nonth rate of 32.5%differs fromthe statutory rate
primarily because of taxes on foreign incone.

Mnority interests' share of incone from operations decreased 4%
fromthe 1997 nine-nonth period, primarily due to | ower earnings
at Aluminio and AofA, partially offset by an increase in earnings
at AFL.

-13-

Commodi ty Ri sks



Al coa is a |l eading gl obal producer of alum numingot and al um num
fabricated products. Alumnumingot is an internationally

priced, sourced and traded comodity. The principal trading
market for ingot is the LME. Alcoa participates in this market
by buying and selling forward portions of its alum num

requi rements and out put.

In the normal course of business, Alcoa enters into |ong-term
contracts with a nunber of its fabricated products custoners. At
Decenber 31, 1997, such contracts total ed approxi mately 2,093, 000
n. A coa my enter into simlar arrangenents in the future.

In order to hedge the risk of higher prices for the anticipated
metal purchases required to fulfill these |ong-term custoner
contracts, Alcoa enters into |long positions, principally using
futures and options. Alcoa follows a stable pattern of
purchasing netal; therefore it is highly likely that anticipated
metal requirenments will be net. At Septenber 30, 1998 and
Decenber 31, 1997, these contracts total ed approximately 875, 000
nt and 1,084,000 nt, respectively.

The futures and options contracts limt the unfavorable effect of
price increases on netal purchases and likewise limt the
favorabl e effect fromprice declines. The contracts are with
creditworthy counterparties and are further supported by cash
treasury bills or irrevocable letters of credit issued by
careful ly chosen banks.

For financial accounting purposes, the gains and | osses on the
hedgi ng contracts are reflected in earnings concurrent with the
hedged costs. Alcoa intends to close out the hedgi ng positions
at the time it purchases the netal fromthird parties, thus
creating the right economc match both in tine and price. The
cash flows fromthese contracts are classified in a manner
consistent with the underlying nature of the transactions.

In addition, Al coa had 30,000 nt and 259,000 nt of LME contracts
out st andi ng at Septenber 30, 1998 and Decenber 31, 1997,
respectively, that cover long-term fixed-price commtnents to
supply customers with netal frominternal sources. Accounting
convention requires that these contracts be nmarked-to-market,
which resulted in after-tax | osses of $2.7 and gains of $2.6 for
the 1998 and 1997 third quarters, respectively.

Al coa al so purchases certain other conmodities, such as gas and
copper, for its operations and enters into futures contracts to
elimnate volatility in the prices of such products. None of
these contracts are materi al

Fi nanci al Ri sk

Al coa is subject to significant exposure fromfluctuations in
foreign currencies. As a matter of conpany policy, foreign
currency exchange contracts, including forwards and options, are
used to nmanage transacti onal exposure to changes in currency
exchange rates. The forward contracts principally cover firm
conmtments. Options generally are used to hedge anti ci pated
transactions.



Al coa also attenpts to nmaintain a reasonabl e bal ance between
fixed and floating rate debt and uses interest rate swaps and
caps to keep financing costs as | ow as possi bl e.

Ri sk Managenent

Al of the alum numand other commodity contracts, as well as the
various types of financial instrunents, are straightforward.

They are used primarily to mitigate uncertainty and volatility,
and principally cover underlying exposures.

Al coa's commodity and derivative activities are subject to the
managenent, direction and control of the Strategic Risk
Managenent Committee (SRMC). It is conposed of the chief
executive officer, the president, the chief financial officer and
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other officers and enpl oyees as the chief executive officer may
select fromtime to tine. SRMC reports to the Board of Directors
at each of its schedul ed nmeetings on the scope of its derivatives
activities.

Envi ronnental Matters

Al coa continues to participate in environmental assessnents
and cl eanups at a nunber of |ocations, including at operating
facilities and adjoining properties, at previously owned or
operated facilities and at Superfund and ot her waste sites. A
liability is recorded for environnental renediation costs or
damages when a cl eanup program becones probabl e and the costs
or damages can be reasonably esti mated.

As assessnents and cl eanups proceed, the liability is

adj ust ed based on progress in determ ning the extent of
remedi al actions and rel ated costs and damages. The
liability can change substantially due to factors such as the
nature and extent of contam nation, changes in remnedi al
requi rements and technol ogi cal changes. For exanple, there
are certain matters, including several related to alleged
natural resource danmage or alleged off-site contam nated
sedi nents, where investigations are ongoing. It is not
possible to determine the outconmes or to estimate with any
degree of certainty the ranges of potential costs for these
matters. However, with the exception of the Massena/ G asse
Ri ver and Pt. Confort/Lavaca Bay |ocations described bel ow,
based upon available information and current reserves,
managenent of Al coa does not believe that it is reasonably
possible that the results of operation could be materially
af fected by existing environnmental contingencies.

Massena/ Gasse River - Sedinents and fish in the Gasse River
adj acent to Alcoa's Massena, New York plant site contain
varying |l evel s of polychlorinated bi phenyl (PCB). Al coa has
been identified by the US Environnental Protection Agency
(EPA) as potentially responsible for this contamination and,
since 1989, has been conducting investigations and studi es of



the river under order fromthe EPA issued under the

Conpr ehensi ve Environmental Response, Conpensation and
Liability Act. By the end of 1998, Al coa expects to submt
the results of its studies and recomrendati ons of feasible
renmedi al alternatives. The costs to conplete a renedy
currently cannot be estimated since they will depend on the
remedi al nmethod chosen. Alcoa is also aware of a natura
resource damage claimthat may be asserted by certain
federal, state and tribal natural resource trustees at this
| ocati on.

Pt. Confort/Lavaca Bay - In 1990, Al coa began di scussions
with certain state and federal natural resource trustees
concerning alleged rel eases of nmercury fromits Point
Confort, Texas, facility to the adjacent Lavaca Bay. In
March 1994, EPA listed the "Al coa (Point Confort)/Lavaca Bay
Site" on the National Priorities List and, shortly
thereafter, Alcoa and EPA entered into an administrative
order on consent under which Al coa is obligated to conduct
certain renmedial investigations and feasibility studies. By
the end of 1998, Al coa expects to submt certain studies,

i ncluding a renedi al investigation, a baseline risk
assessment and a feasibility study. Al coa has proposed and
recently has received approval fromEPA to fortify an

of f shore dredge disposal island, potentially including the
renoval of certain mercury contam nated sedi nents adjacent to
Alcoa's plant in and near routinely dredged navigation
channel s. The probabl e and estinable costs of these actions
are fully reserved. Additional costs to conplete a renmedy
currently cannot be estimated due to the inability to
det er mi ne whet her and where additional amounts of materi al

m ght require renoval. Since the order with EPA, Al coa and
the natural resource trustees have continued efforts to
understand natural resource injury and ascertain appropriate
restoration alternatives. That process is expected to be
conpleted within the next 12 to 24 nonths.

Al coa's renedi ati on reserve bal ance at the end of the 1998
third quarter was $238.2 (of which $83.8 was classified as a
current liability) and reflects the nost probable costs to
renedi ate identified environmental conditions for which costs
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can be reasonably estimated. The reserve bal ance increased
fromthe 1998 second quarter as a result of the Al umax
acquisition in the 1998 third quarter. About 21% of the
reserve relates to Al coa' s Massena, New York plant site and
17%relates to Alcoa's Pt. Confort, Texas plant site.
Renedi ati on expenses charged to the reserve during the 1998
third quarter were $14.4. They include expenditures
currently mandated as well as those not required by any
regul atory authority or third party.

I ncl uded i n annual operating expenses are the recurring costs
of managi ng hazardous substances and environnental prograns.
These costs are estimated to be about 2% of cost of goods



sol d.
Liquidity and Capital Resources

Cash from Qperations

Cash from operations during the 1998 ni ne-nonth period was
$1,403.9, a $32.6 increase fromthe conparabl e 1997 period. The
primary factors behind the increase were higher earnings, |ower
wor ki ng capital requirenments and changes in deferred hedgi ng
contracts. These increases were partially offset by a decrease
related to a $240.0 cash paynent on a | ong-term al um na supply
contract that was received in 1997.

Fi nancing Activities

Fi nancing activities generated $294.7 of cash during the first

ni ne nonths of 1998, versus cash used of $465.7 in the conparable
1997 period. The primary reason for the increase in cash
generated was the issuance of debt to fund the acquisitions. In
the 1998 ni ne-nonth period, Al coa issued $1,100 of commercia
paper, $250 of termdebt due in 2018, $200 of term debt due in
2005 and $300 of thirty year bonds due in 2028. In the 1998
third quarter, Al coa entered into a new $2.0 billion revol ving
credit facility. The facility is conprised of a 364-day $1.0
billion facility and a five year $1.0 billion facility. The
revolving credit facilities will be used to support Al coa's and
Aof A' s conmerci al paper prograns.

Al coa used $293.5 to repurchase 3,962,300 shares of the Conpany's
conmon stock in the first nine nonths of 1998. Dividends paid to
sharehol ders were $193.2 in the 1998 nine-nmonth period, an

i ncrease of $66.0 over the 1997 period. The increase was
primarily due to Alcoa's bonus dividend program which paid out
12.5 cents in the 1998 first, second and third quarters in
addition to the base dividend of 25 cents. There was no bonus
dividend in 1997. Dividends paid and return of capital to
mnority interests totaled $169.9 in the 1998 nine-nonth peri od
versus $290.5 in the conparable 1997 period. In the 1997 period
AWAC and Aof A returned funds to their investors, resulting in the
decl i ne.

Investing Activities

I nvesting activities used $1,979.8 during the 1998 nine-nonth
period, conpared with $423.4 in the 1997 period. Al coa's
purchase of Alumax was the primary use of funds in the nine-nonth
period. Al coa also added $110.9 in the 1998 year-to-date period
to its investnents, including a stake in the Norwegian netals
producer, Elkem Capital expenditures totaled $594.7 for 1998,
down $23.9 fromthe 1997 period. The 1997 ni ne-nmonth period

i ncl uded $193.2 of proceeds fromthe sale of Alcoa' s Caradco,
Arctek, Al coa Composites, Norcold, Dayton Technol ogi es and

Ri chnond, Indiana facilities.

Accounti ng Rul e Change
A new accounting rule was issued by the American Institute of

CPA's in April 1998. The rule, "Reporting on the Costs of Start-
Up Activities,"” requires that costs incurred to open a new



facility, introduce a new product, commence a new operation or
other simlar activities be expensed as incurred. Managenent
does not believe that this standard, which will be adopted for
1999, will have a material inmpact on Al coa's financia

stat enent s.
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In June 1998, the Financial Accounting Standards Board issued
SFAS 133, "Accounting for Derivative Instruments and Hedgi ng
Activities." The standard requires that entities val ue al
derivative instrunments at fair value and record the instrunents
on the bal ance sheet. The standard al so significantly changes
the requirements for hedge accounting. The standard is required
to be adopted by Alcoa for the first quarter of the year 2000.
The Conpany believes that SFAS 133 will have a material inpact on
its financial statements as its current alum num foreign
exchange and interest rate derivative contracts as well as
certain underlying exposures will be recorded on the bal ance
sheet at fair value. Managenent is currently assessing the
details of how the standard will inpact its financial statenents
and is preparing a plan of inplenentation.
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Year 2000 |ssue

The Conpany, |ike other businesses, is facing the Year 2000

i ssue. The Year 2000 issue arises fromthe past practice of
utilizing two digits (as opposed to four) to represent the year
in sone conputer prograns and software. This could result in
conput ati onal or operational errors as dates are conpared across
the century boundary.

As a basic materials supplier, the vast majority of the products
produced and sold by the Conpany are unaffected by Year 2000

i ssues in use or operation since they contain no mcroprocessors
or simlar electronic conmponents.

Internally, the Conpany is addressing the Year 2000 issue through
a formal programthat reports to the Conpany's Chief Information
Oficer. Ongoing | eadership is provided by a G obal Program
Ofice, which is directly linked into the Conpany's Busi ness
Units and Resource Units, including the newly acquired Al umax
facilities. The d obal Program O fice provi des processes and
tools to the Business Units and monitors progress through
systematic reporting and on-site verification reviews in
cooperation with the Conpany's internal auditors. Progress is
reported regularly to the Conpany's senior executives and to the
Audit Committee of the Conpany's Board of Directors.

Conput er and mi croprocessor based systens such as mai nfrane,
m ni conput er and personal conputer systenms and the software they
utilize have been assessed and, where necessary, renediation has
been schedul ed. Operational support, process control, facilities
i nfrastructure and mechani cal systens are bei ng addressed as
well. These systens assist in the control of the Conpany's



operations by perform ng such functions as mai ntaining

manuf acturi ng paraneters, nonitoring environnmental conditions and
assisting with facilities nanagenent and security. Many of these
systens contain one or nore mcroprocessors or other emnbedded

el ectronic conponents that could be affected by Year 2000
conpl i ance issues. Failure of some of these systens could result
in significant business disruptions for the Conpany. Many of

t hese systens are common across operating |locations, resulting in
i nformati on sharing and efficiencies in assessnment and

renmedi ation. Priority for any required renediation efforts is
assi gned based on the criticality to the Conpany of the business
process affected. The Conpany expects that renedi ati on of nost
of its critical systenms will be conpleted by Decenber 31, 1998.
Any exceptions providing for later conpletion have been approved
by Business Unit and Resource Unit Managenent and revi ewed by the
Conpany's Year 2000 d obal Program O fice and the Chief
Information O ficer

The Conpany relies on nunerous third-party vendors and suppliers
for a wide variety of goods and services, including raw
materials, teleconmunications and utilities such as water and
electricity. Many of the Conpany's operating |ocations wuld be
adversely affected if these supplies and services were curtailed
as a result of a supplier's Year 2000 nonconpliance. The
Conpany' s vendor and supplier base is currently being surveyed.
Vendors and suppliers have received questionnaires and, based on
t he response and significance to the Conpany's operations, may
recei ve face-to-face verification foll ow up. Wdespread

di sruption of certain utilities such as electricity would result
in a tenporary closure of affected facilities and potentia
damage to production equi pnent.

The Conpany and certain of its trading partners utilize

El ectronic Data Interchange or EDI to effect business

conmuni cations. The Conpany's EDI system software is being
upgraded to support transactions in a Year 2000 conpliant format
wi th conpl etion schedul ed during the 4th quarter of 1998.

M gration of EDI transactions to this new format will occur as
existing ED transaction formats are nodified by the Conpany and
its EDI trading partners on a case by case basis. Certain of the
Conpany's customers have indicated that they will not nodify ED
transaction sets but will rely on other techni ques such as data
wi ndowi ng to achi eve Year 2000 capability.
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The Conpany's Year 2000 programutilizes on-site verification of
Year 2000 efforts at its various operating |locations. Using
audit-1ike techniques, the Year 2000 d obal Program O fice
verifies that Business and Resource Units have followed the
prescribed processes and met hodol ogi es and al so sanpl es | oca
Year 2000 readi ness.

The Conpany is engaging in a Year 2000 busi ness continuity

pl anni ng process that will identify and eval uate potential worst
case business disruption scenarios. Business Units, with the
assi stance of the Year 2000 Program O fice, will devel op



strategi es and contingency plans based on their identified risks.

The Comnpany currently estimates that the direct costs of its

Year 2000 programfor 1998 will not differ materially fromits
previously disclosed estimate of $50 to $75. The Conpany is
currently in the process of assessing the inplenentation plan on
its 1999 operations. Accordingly, a cost estimate beyond 1998 is
not available at this tine.

Eur o Conver si on

A single currency, the Euro, will be introduced in Europe on
January 1, 1999. O the fifteen nmenber countries of the European
Uni on, el even have agreed to adopt the Euro as their |ega
currency on that date. Fixed conversion rates between the

exi sting currencies of these eleven countries and the Euro will
be established as of that date. The existing currencies are
schedul ed to remain | egal tender as denom nations of the Euro
until at least January 1, 2002. During this transition period,
parties may settle transactions using either the Euro or a
participating country's legal currency. At the current tine, the
Conpany does not believe that the conversion to the Euro will
have a material inpact on its business or its financial

stat enent s.

The foregoing di scussion of the Conpany's Year 2000 and Euro
conversi on prograns contains forward | ooki ng statenents regarding
anticipated costs, projections of risks, descriptions of expected
outconmes and results and other nmatters that are not historica
facts. These statenents are subject to risks, uncertainties and
unantici pated events, including, with respect to the Year 2000
program those that could arise from Year 2000 actions and pl ans
of entities that do business with the Conpany and the conti nued

availability of qualified personnel. As a consequence, actua
results and costs may differ materially fromthose expressed
above. In addition, actual results may differ as a result of

ot her factors not enumerated above as well as changes in current
circunstances that are inpossible to predict at this tine.
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<TABLE>
<CAPTI ON>

Al coa and subsidiaries
Sumari zed unaudi ted consolidated financial data for Alumnio, a

Brazilian subsidiary effectively owned 59% by Al coa, follow

Sept enber 30 December 31

<S> <C> <C>
Cash and short-terminvestnents $ 264.7 $ 305.8



G her current assets 361.1
Properties, plants and equi prent, net 800. 0
O her assets 259. 6
Total assets 1, 685. 3
Current liabilities 263. 6
Long-t erm debt 393.5
Gher liabilities 88.2
Total liabilities 745. 3
Net assets $ 940.0
</ TABLE>
<TABLE>
<CAPTI ON>

<s>
Revenues (1)

Third quarter ended
Sept enber 30

1998 1997

<Cc> <Cc>
$ 254.9 $ 306.8

Costs and expenses (254. 3) (286.1)
Transl ati on and exchange

adj ust ment s 0.5 (0.4)
I ncome tax expense (.1 (4.1)

Net i ncone $ 1.0 $ 16.2
Al coa's share of net incone $ .6 $ 9.6

<f n>

<1> Revenues from Al coa and its subsidiaries,

N ne nont hs ended
Sept enber 30

1998 1997

<Cc> <Cc>
$ 748.3 $ 911.3
(716.4)  (845.4)

the terns of which were

establ i shed by negoti ati ons between the parties, follow
Third quarter ended Septenber 30: 1998 - $3.1, 1997 - $9.2
Ni ne nont hs ended Septenber 30: 1998 - $8.6, 1997 - $14.1
</ TABLE>

<TABLE>
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<CAPTI ON>

Al coa and subsidiaries

Sumari zed unaudi ted consolidated financi al
Australian subsidiary,

<s>

Cash and short-terminvestnents

G her current assets

60% owned by Al coa,

Properties, plants and equi prent, net

O her assets

Total assets

Current liabilities
Long-t erm debt
Gher liabilities

Total liabilities
Net assets

</ TABLE>

<TABLE>

<CAPTI ON\>

<s>
Revenues (1)

Costs and expenses
I ncone tax expense

Net i ncome

Al coa's share of net

Third quarter ended

data for AofA, an

fol |l ow.

Sept enber 30

Sept enber 30

<Cc>

$ 387.5
(306. 1)
(29.7)

Decenber 31

N ne nont hs ended
Sept enber 30

<c>

$ 106.0

<c>
$1,491. 9
(1, 130.9)

(130. 2)

$ 138.5



<f n>
(1) Revenues from Al coa and its subsidiaries, the terns of which were
establ i shed by negotiations between the parties, follow

Third quarter ended Septenber 30: 1998 - $89.2, 1997 - $22.7
Ni ne mont hs ended Sept enber 30: 1998 - $117.6, 1997 - $50.3
</ TABLE>
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PART 11 - OTHER | NFORMATI ON

Item1. Legal Proceedings.

As previously reported, on May 13, 1998, an action was filed
in the Superior Court of Riverside County, California allegedly
on behal f of nore than 500 plaintiffs who currently live, or
formerly lived, in the Aen Avon, California area, who claimto
have suffered personal injuries, both physical and enotional, as
wel|l as property damage, as a result of air and water
contam nation due to the escape of toxic wastes fromthe
Stringfell ow disposal site. The conplaint, which nanmes Al coa and
Alumax Inc. and nore than 130 ot her conpani es as defendants, was
served on Al coa and Alumax in early Cctober. The conpany is
preparing its response.

As previously reported, on August 17, 1995, Alumex filed
suit in the United States District Court for the Eastern District
of Arkansas agai nst Hot Metal Molding, Inc. alleging infringenment
of a process patent held by Alumax that is used in sem-solid
forming applications. The litigation was expanded by order of
the Court to include Ormet Primary Al um num Cor poration
("Ornet"), the exclusive North Anerican |icensee of Pechi ney
Corporation's technology for casting thixotropic billet, and by
Alumax's notion to add certain subsidiaries and affiliates of
Buhl er AG a Swiss manufacturer of die casting machines, as
defendants in the action. Onet filed counterclains alleging
that the patent is invalid, void and unenforceabl e and seeking a
decl aratory judgnment that the patent would not be infringed by
the use of Onet's billet in any diecasting application. On
Cctober 3, 1997, certain defendants filed counterclai ns agai nst
Al umax, alleging violations of the Sherman and C ayton Acts for
whi ch they seek injunctive relief and treble danmages in an
unspeci fied anmount. The Court granted all parties |eave to amend
their pleadings in January 1998, and trial was schedul ed to begin
inearly July 1998. On May 14, 1998, Al unmax and Hot Meta
Mol ding entered into a settlenment agreenent whereby Hot Meta
Mol di ng was granted a non-excl usive license, retroactively to
January 1, 1992, in respect of the patent and certain other
Al umax patents. On June 14, 1998, Al unmax entered into a simlar
agreenent with Buhler AG Hot Metal Mblding and Buhler AG
di smissed all clainms and counterclains. A umax voluntarily
dismi ssed its contributory infringenent claimagainst Onet and
nmoved to challenge O net's standing to pursue antitrust
countercl ai ns agai nst Al umax, which was denied at a hearing on



June 26, 1998. A trial date has been set for August 9, 1999, and
di scovery is underway.

On Cctober 5, 1998, the West Chicago facility of Al umax
Extrusions, Inc. received an order for conpliance and an
adm ni strative conpl aint and proposed assessnent of a C ass |
adm nistrative penalty fromRegion V of the U S. Environnental
Protection Agency (EPA). The conplaint alleges discharges in
excess of the limts inposed by the facility's wastewater permt
and the pretreatnment standards for chrom um hexaval ent chromi um
zinc and oil and grease. The facility will conply with the order
and reviewits rights with respect to the adm nistrative
conpl ai nt and proposed penalty of $125, 000.

As previously reported, in June 1995, Al coa was served with
a class action conplaint in the matter of John P. Cooper, et al
v. Al um num Conpany of Anerica, Case Nunber 3-95-CV-10074,
pending in the United States District Court for the Southern
District of lowa. The named plaintiffs alleged violation of
Federal and state civil rights laws prohibiting discrimnation on
the basis of race and gender. In June 1997, the court approved a
settl ement agreenent that provided for conplete settlenment of all
class-wide clainms for injunctive relief in consideration for
$212,000 and inpl enentation of certain structural changes. The
settlement al so provided for nediation of certain renaining
i ndi vidual clainms for damages due to a hostile work environnment
or wongful termnation. Al other clainms were rel eased under
the terns of the agreenent. Al clains have now been nedi at ed
and the claimants have executed releases of all their clains
agai nst Al coa.
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Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits
10(n). Revolving Credit Agreenent (364-Day), dated as of
August 14, 1998
10(0). Revolving Credit Agreenent (Five-Year), dated as
of August 14, 1998

12. Conput ation of Ratio of Earnings to Fixed Charges

15. | ndependent Accountants' letter regardi ng unaudited
financial information

27. Fi nanci al Data Schedul e

(b) Acoa filed a Form8-K report, dated July 31, 1998, that
announced the approval by Al umax Inc. stockhol ders of the mnerger
with Al coa and the i medi ate effectiveness of the merger
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S| GNATURES
Pursuant to the requirenments of the Securities Exchange Act

of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned thereunto duly authorized.



ALUM NUM COVPANY CF AMERI CA

Novenber 3, 1998 By /s/ RI CHARD B. KELSON

Dat e Ri chard B. Kel son
Executive Vice President and
Chief Financial Oficer
(Principal Financial Oficer)

Novenber 3, 1998 By /s/ EARNEST J. EDWARDS

Dat e Ear nest J. Edwards
Seni or Vice President and Controll er
(Chi ef Accounting Oficer)
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<DOCUMENT>
<TYPE> EX- 12
<TEXT>
EXH BIT 12
<TABLE>
<CAPTI ON\>

Conput ation of Ratio of Earnings to Fixed Charges
For the nine nonths ended Septenber 30, 1998
(in mllions, except ratio)



<s>
Ear

Fi x

Rat

</T

ni ngs:
I nconme before taxes on income
Mnority interests' share of earnings of majority-
owned subsidiaries wi thout fixed charges
Equity incone
Fi xed charges
Proportionate share of incone of 50% owned
per sons
Distributed i ncome of |ess than 50% owned persons
Anortization of capitalized interest

Tot al ear ni ngs

ed Charges:
I nterest expense:
Consol i dat ed
Proportionate share of 50% owned persons

Anount representative of the interest factor in rents:

Consol i dat ed

Proportionate share of 50% owned persons

Fi xed charges added to earni ngs

Interest capitalized:
Consol i dat ed
Proportionate share of 50% owned persons

Preferred stock dividend requirenments of

maj ority-owned subsidiaries

Total fixed charges

io of earnings to fixed charges

ABLE>
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1998

<Cc>
$1, 208. 0
(1.6)

(42.3)
181.3



</ TEXT>
</ DOCUMENT>
<DOCUMENT>
<TYPE> EX- 15
<TEXT>
EXH BIT 15

Cct ober 6, 1998

Securities and Exchange Conmi ssion
450 Fifth Street, N W
Washi ngton, D.C. 20549

RE: Al um num Conpany of America

1. Form S-8 (Registration Nos.33-24846 and 333-00033)
Al coa Savings Plan for Sal aried Enpl oyees; Al coa

Fuji kura Ltd. Salaried 401(k) Savings Pl an

2. Form S-8 (Registration Nos.33-22346, 33-49109,
33- 60305, 333-27903 and 333-62663)

Long Term Stock I ncentive Plan; Al umax Inc. Long
Term I ncentive and Enpl oyee Equity Ownership Pl ans

3. Form S-3 (Registration No. 33-60045) and
Form S-3 (Registration No. 33-64353) and
Form S-3 (Registration No. 333-59381)

Debt Securities and Warrants to Purchase Debt
Securities,

Preferred Stock and Common Stock of the Conpany

and Trust Preferred Securities of A coa Trust

4. Form S-4 (Registration No. 333-58227)
Regi stration of Al coa conmmon stock, par
val ue $1.00 per share

Ladi es and gentl enen:

We are aware that our report dated Cctober 6, 1998,
acconpanying interimfinancial information of Al um num
Conpany of America (Al coa) and subsidiaries for the

ni ne-nont h peri od ended Septenber 30, 1998, is

i ncorporated by reference in the registration
statements referred to above. Pursuant to Rule 436 (c)
under the Securities Act of 1933, this report should
not be considered as part of a registration statenent
prepared or certified by us within the neani ng of
Sections 7 and 11 of that Act.

Very truly yours,



/sl Pricewat erhouseCoopers LLP

Pri cewat er houseCoopers LLP
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<DOCUVENT>

<TYPE> EX- 27

<TEXT>

<ARTI CLE> 5

<MJULTI PLI ER> 1, 000

<TABLE>

<S> <C

<PERI OD- TYPE> 9- MOS

<FI SCAL- YEAR- END> DEC- 31- 1997
<PERI OD- END> SEP- 30- 1998
<CASH> 521, 100
<SECURI Tl ES> 63, 400
<RECEI VABLES> 2,299, 700
<ALLOMNANCES> 65, 500
<| NVENTORY> 1,877, 400
<CURRENT- ASSETS> 5, 439, 200
<PP&E> 17, 894, 800
<DEPRECI ATI ON> 8, 858, 500
<TOTAL- ASSETS> 17, 893, 300
<CURRENT- LI ABI LI TI ES> 3, 888, 400
<BONDS> 3, 088, 800
<PREFERRED- MANDATORY> 0
<PREFERRED> 55, 800
<COVMON> 197, 300
<OTHER- SE> 5,572, 200
<TOTAL- LI ABI LI TY- AND- EQUI TY> 17, 893, 300
<SALES> 11, 141, 000
<TOTAL- REVENUES> 11, 235, 200
<CGS> 8, 576, 500
<TOTAL- COSTS> 8, 576, 500
<OTHER- EXPENSES> 604, 100
<LGSS- PROVI SI ON> 0
<| NTEREST- EXPENSE> 140, 000
<] NCOVE- PRETAX> 1, 208, 000
<] NCOVE- TAX> 392, 600
<] NCOVE- CONTI NUI NG> 634, 700
<DI SCONTI NUED> 0
<EXTRACRDI NARY> 0
<CHANGES> 0
<NET- | NCOVE> 634, 700
<EPS- PRI MARY> 3.68
<EPS- DI LUTED> 3.67
</ TABLE>

</ TEXT>

</ DOCUMENT >

<DOCUMENT>



<TYPE> EX- 10

<TEXT>
EXH BI T 10(n)

REVOLVI NG CREDI T AGREEMENT
(364- Day)

Dat ed as of August 14, 1998

Anmong

ALUM NUM COVPANY OF AMERI CA,
ALCOA OF AUSTRALI A LI M TED,
THE LENDERS NAMED HEREI N,
MORGAN GUARANTY TRUST COMPANY OF NEW YORK,
as Syndi cation Agent,
Cl TI BANK, N. A and ABN AMRO BANK N. V.,
as Docunent ati on Agents,
THE CHASE MANHATTAN BANK,
as U S. Agent
and
CHASE SECURI TI ES AUSTRALI A LI M TED,

as Australian Agent
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REVOLVI NG CREDI T AGREEMENT (as the sane
may be anended, nodified or supplenmented from
time to time, the "Agreenent") dated as of
August 14, 1998, anong ALUM NUM COVPANY OF
AMERI CA, a Pennsyl vani a corporation
("Alcoa"), ALCOA OF AUSTRALI A LI M TED, ACN
004 879 298, a conpany incorporated with
limted liability in the State of Victoria,
Australia ("Alcoa of Australia"), the Lenders
(such term and each other capitalized term
used but not defined herein having the
nmeani ng ascribed thereto in Article I'), THE
CHASE MANHATTAN BANK, a New Yor k banki ng
corporation, as U S. Agent for the Lenders,
and CHASE SECURI TI ES AUSTRALI A LI M TED, ACN
008 487 581, a conpany incorporated with
l[imted liability in the Australian Capita
Territory, Australia, as Australian Agent for
the Lenders.

Al coa and the Borrow ng Subsidiari es have



requested the Lenders to extend credit in order to enable
them subject to the terns and conditions of this Agreenent,
to borrow on a revolving basis, at any time and fromtine to
time prior to the Maturity Date, an aggregate principal
amount at any tinme outstanding not in excess of
US$750, 000, 000. The proceeds of such borrowi ngs are to be
used to provide working capital and for other general
corporate purposes, including but not limted to the support
of Alcoa's comercial paper program The Lenders are
willing to extend such credit to Alcoa and the Borrow ng
Subsidiaries on the terns and subject to the conditions set
forth herein.

The Borrowers have requested the Australian
Lenders to extend credit in order to enable the Borrowers to
borrow on a revolving credit basis at any tine and fromtime
to time prior to the Maturity Date an aggregate principa
amount not in excess of US$250,000,000. The proceeds of
such borrowi ngs are to be used to provide working capital
and for other general corporate purposes, including the
support of the Borrowers' conmercial paper prograns.

Accordingly, the Borrowers, the Lenders and the
Agents agree as foll ows:

ARTICLE |. DEFINITIONS AND CONSTRUCTI ON

SECTION 1.01. Defined Terns. As used in this
Agreenent, the followi ng terns shall have the neani ngs set
forth bel ow

"ABR Borrow ng" shall mean a Borrow ng conprised
of ABR Loans.

"ABR Loan" shall nean any Loan bearing interest at
a rate determined by reference to the Alternate Base Rate in
accordance with the provisions of Article 11

"Adm ni strative Questionnaire"” shall nmean an
Adm ni strative Questionnaire in the formof Exhibit B

"Affiliate" shall mean, when used with respect to
a specified person, another person that directly, or
indirectly through one or nore internediaries, Controls or
is Controlled by or is under common Control with the person
speci fi ed.

"Agent" shall nean the U S. Agent or the
Australian Agent, as the context requires.

"Alternate Base Rate" shall nean, for any day, a
rate per annum (rounded upwards, if necessary, to the next
1/16 of 1% equal to the greatest of (a) the Prine Rate in
ef fect on such day, (b) the Base CD Rate in effect on such
day plus 1% and (c) the Federal Funds Effective Rate in
effect on such day plus 1/2 of 1% For purposes hereof,



"Prime Rate" shall nmean the rate of interest per annum
publicly announced fromtinme to time by the U S Agent as
its prime rate in effect at its principal office in New York
Cty; each change in the Prime Rate shall be effective on
the date such change is publicly announced as bei ng
effective. "Base CD Rate" shall nmean the sumof (a) the
product of (i) the Three-Mnth Secondary CD Rate and

(ii) Statutory Reserves and (b) the Assessnent Rate. "Three-
Mont h Secondary CD Rate" shall mean, for any day, the
secondary nmarket rate for three-nmonth certificates of
deposit reported as being in effect on such day (or, if such
day shall not be a Business Day, the next precedi ng Busi ness
Day) by the Board through the public information tel ephone
line of the Federal Reserve Bank of New York (which rate
will, under the current practices of the Board, be published
in Federal Reserve Statistical Release H 15(519) during the
week follow ng such day), or, if such rate shall not be so
reported on such day or such next precedi ng Busi ness Day,
the average of the secondary market quotations for three
nmonth certificates of deposit of major noney center banks in
New York City received at approximately 10:00 a.m, New York
Cty time, on such day (or, if such day shall not be a

Busi ness Day, on the next precedi ng Business Day) by the

U S. Agent fromthree New York City negotiable certificate
of deposit dealers of recognized standing selected by it.
"Federal Funds Effective Rate" shall nean, for any day, the
wei ght ed average of the rates on overni ght Federal funds
transactions with nenbers of the Federal Reserve System
arranged by Federal funds brokers, as published on the next
succeedi ng Busi ness Day by the Federal Reserve Bank of New
York, or, if such rate is not so published for any day which
is a Business Day, the average of the quotations for the day
of such transactions received by the U S. Agent fromthree
Federal funds brokers of recognized standing selected by it.
If for any reason the U S. Agent shall have deterni ned
(which determ nation shall be conclusive absent nanifest
error) that it is unable to ascertain the Base CD Rate or
the Federal Funds Effective Rate or both for any reason,
including the inability of the U S. Agent to obtain
sufficient quotations in accordance with the terns thereof,
the Alternate Base Rate shall be determ ned w thout regard
to clause (b) or (c), or both, of the first sentence of this
definition, as appropriate, until the circunstances giving
rise to such inability no longer exist. Any change in the
Alternate Base Rate due to a change in the Prine Rate, the
Three- Mont h Secondary CD Rate or the Federal Funds Effective
Rate shall be effective on the effective date of such change
inthe Prime Rate, the Three-Mnth Secondary CD Rate or the
Federal Funds Effective Rate, respectively.

"Applicable Margin" shall nean, with respect to
t he Eurodol |l ar Loans conprising any Borrow ng, the
appl i cabl e percentage set forth bel ow based upon the ratings
by S&P and Mody's applicable on such date to (a) in the
case of a Borrowi ng by Alcoa or a Borrow ng Subsidiary, the
U S. Index Debt, and (b) in the case of a Borrow ng by Al coa
of Australia, the Australian Index Rating:



<TABLE>

<CAPTI ON>
Category 1 Per cent age
<S> <Cc>
AA- [ Aa3 . 1350%
or above
Category 2
A+l Al . 1450%
Category 3
A A2 . 1425%
Category 4
A-/ A3 . 1500%
Category 5
BBB/ Baa2 . 2200%
Category 6
BBB- / Baa3 . 2700%
or bel ow
</ TABLE>

For purposes of the foregoing, (i) if neither
Moody' s nor S&P shall have in effect a rating for any I ndex
Debt (other than by reason of the circunstances referred to
in the last sentence of this definition), then both such
rati ng agencies shall be deenmed to have established ratings
for such Index Debt in Category 6; (ii) if only one of
Moody' s and S&P shall have in effect a rating for any I ndex
Debt, then the Applicable Margin, to the extent determ ned
by reference to such Index Debt, shall be determ ned on the
basis of such rating; (iii) if the ratings established or
deenmed to have been established by Mbody's or S&P for any
I ndex Debt shall fall within different Categories, the
Applicable Margin, to the extent determ ned by reference to
such I ndex Debt, shall be based on the Category
corresponding to the higher rating; and (iv) if any rating
establ i shed or deenmed to have been established by Mody's or
S&P shall be changed (other than as a result of a change in
the rating system of Mody's or S&P), such change shall be
effective as of the date on which it is first announced by
the applicable rating agency. Each change in the Applicable
Margi n shall apply during the period conmencing on the
effective date of such change and endi ng on the date
i medi ately preceding the effective date of the next such
change. If the rating systemof Mody's or S&P shal



change, or if any such rating agency shall cease to be in

t he business of rating corporate debt obligations, Al coa or
as the case may be, Al coa of Australia, and the Lenders
shall negotiate in good faith to anend the references to
specific ratings in this definition to reflect such changed
rating systemor the non-availability of ratings from such
rati ng agency, and pending the effectiveness of any such
amendnent, the ratings of such rating agency nmost recently
in effect prior to such change or cessation shall be

enpl oyed in determning the Applicable Margin

"Assessnment Rate" shall mean for any date the
annual rate (rounded upwards, if necessary, to the next
1/100 of 1% nost recently estimated by the U S. Agent as
the then current net annual assessment rate that will be
enpl oyed in determ ning anmounts payable by the U S. Agent to
the Federal Deposit Insurance Corporation (or any successor)
for such date for insurance by such Corporation (or such
successor) of tine deposits nade in dollars at the U S
Agent's domestic offices.

"Assi gnment and Acceptance" shall mean an
assi gnment and acceptance entered into by a Lender and an
assi gnee, and accepted by the Agents, in the form of
Exhi bit A or such other formas shall be approved by the

Agent s.

"Australia/ U S. Borrowi ng" shall mean a Borrow ng
consi sting of simultaneous Australia/U S Loans nmade by the
Lenders ratably in accordance with their respective
Australia/U S Conmtnents

"Australia/U S. Commtnent” shall nean, with
respect to each Lender, the conmtnent, if any, of such
Lender to nake Australia/U S Loans hereunder as set forth
in Part B of Schedule 2.01, as the same may be increased or
reduced fromtine to tinme pursuant to Section 2.09.

"Australia/ U S. Loan" shall have the neaning
assigned to it in Section 2.01. Each Australia/U S. Loan
shal | be a Eurodol I ar Loan or an ABR Loan.

"Australian Agent" shall mean Chase Securities
Australia Limted, an Australian corporation

"Australian Index Rating" shall nean the long term
rating applicable to Alcoa of Australia by S&P and/ or
Moody' s.

"Australian Lender" shall nean a Lender that has
an Australia/ U S. Conmmtnent.

"Bill Rate" in relation to each Interest Period
means the rate (expressed as a percentage per annum which
is the bid rate shown at approximately 10:15 a.m, Sydney
time, on page "BBSY' on the Reuters Mnitor Systemon the
first day of that Interest Period for a term approxi mately



equal to that Interest Period, but if such rate is no |onger
available, the Bill Rate nmeans the rate reasonably

determ ned by the Australian Agent to be the average rate at
whi ch West pac Banki ng Corporation, Australia and New Zeal and
Banki ng Group and t he Conmonweal th Bank of Australia are
purchasing bills of exchange accepted by an Australian bank
for a termapproximtely equal to that Interest Period on
such day.

"Board" shall nean the Board of Governors of the
Federal Reserve Systemof the United States.

"Borrower G oup"” shall nean either of (a) Alcoa
and its Subsidiaries, other than Al coa of Australia and
Subsi di ari es of Alcoa of Australia, or (b) Al coa of
Australia and its Subsidiaries.

"Borrowers" shall mean Al coa, the Borrow ng
Subsi di ari es and Al coa of Australia.

"Borrow ng" shall mean any group of Loans of a
singl e Type nmade by the Lenders on a single date pursuant to
the U S. Commitnents or the Australia/U S. Conmitnents, as
the case may be, and as to which a single Interest Period is
in effect.

"Borrow ng Subsidiaries" shall nmean, at any tineg,
t he whol | y-owned Subsi di aries of Al coa (other than Al coa of
Australia and its Subsidiaries) that have undertaken the
obligations of Borrow ng Subsidiaries pursuant to
Section 10.04(i).

"Borrow ng Subsidiary Cbligations" shall nean
collectively, the due and punctual paynent by any Borrow ng
Subsidiary of the principal of and interest on the Loans to
it, when and as due, whether at maturity, by acceleration or
ot herwi se, and the due and punctual paynment and performance
of all other obligations of such Borrow ng Subsidiary under
thi s Agreenent.

"Busi ness Day" shall mean (a) when used in
connection with any Borrow ng (other than a Borrow ng
described in clause (b)), any day (other than a day which is
a Saturday, Sunday or day on which banks in New York Gty
are authorized or required by law to remain cl osed) and
(b) when used in connection wth any
Australia/U S. Borrow ng consisting of Eurodollar Loans nade
to Alcoa of Australia, any day (other than a Saturday,
Sunday or day on which banks in New York City are authorized
or required by law to remain closed) on which banks in
Sydney, Australia and Mel bourne, Australia are open for
general banki ng busi ness; provided, however, that, when used
in connection with any Eurodol |l ar Loan, the term "Busi ness
Day" shall in each case al so exclude any day on whi ch banks
are not open for dealings in dollar deposits in the London
i nt er bank market .



"Code" shall nmean the United States Interna
Revenue Code of 1986, as the same may be anended fromtinme
to time.

"Commer ci al Paper" of any person shall mean any
note, draft, bill of exchange or other negotiable instrunment
i ssued by such person that has a maturity at the tine of
i ssuance not exceeding nine nmonths (or, in the case of the
ECP Programme of Alcoa of Australia, 12 nmonths), exclusive
of days of grace, or any renewal thereof the maturity of
which is likewise limted

"Commitments” shall nean, with respect to any
Lender, such Lender's U.S. Commtment and Australia/U S
Commi t nent .

"Consol i dated Net Tangi bl e Assets" shall nean at
any time, as to Alcoa or Alcoa of Australia, as the case may
be, the aggregate anmount of assets (less applicable reserves
and ot her properly deductible itens) of such corporation and
its consolidated Subsidiaries adjusted for inventories on
the basis of cost (before application of the "last-in first-
out"” nethod of determ ning cost) or current nmarket val ue,
whi chever is lower, and deducting therefrom(a) all current
liabilities of such corporation and its consoli dated
Subsi di ari es except for (i) notes and | oans payabl e,

(ii) current maturities of long-termdebt and (iii) current
maturities of obligations under capital |eases and (b) al
goodwi I |, trade names, patents, unanortized debt di scount
and expenses of such corporation and its consolidated
Subsidiaries (to the extent included in said aggregate
amount of assets) and other like intangibles, all as set
forth in the nost recent consolidated bal ance sheet of Al coa
and its consolidated Subsidiaries or Al coa of Australia and
its consolidated Subsidiaries, as the case may be, delivered
to the Agents pursuant to Section 5.01, conputed and
consol i dated in accordance w th GAAP

"Consol idated Net Wrth" shall nean at any tine,
as to Alcoa or Alcoa of Australia, as the case may be, the
net worth (or, in the case of Alcoa of Australia, the
shar ehol ders' funds) of such corporation and its
consol i dated Subsidiaries at such time (including mnority
interests), conputed and consolidated in accordance wth
GAAP.

"Control" shall mean the possession, directly or
indirectly, of the power to direct or cause the direction of
t he managenent or policies of a person, whether through the
ownershi p of Voting Stock, by contract or otherw se, and
"Controlling" and "Control |l ed" shall have meani ngs
correl ative thereto.

"Corporations Law' shall mean the Corporations Law
of Australi a.

"Default" shall mean any event or condition which



upon notice, |lapse of tinme or both would constitute an Event
of Default.

"Designation Date" shall have the nmeaning assi gned
to such termin Section 10.04(i).

"Designati on of Borrow ng Subsidiary"” shall nean a
Desi gnati on of Borrow ng Subsidiary executed by Al coa and a
whol | y-owned Subsidiary in the formof Exhibit D

"dollars" or "$" shall nean | awful money of the
United States of Anmerica.

"Ef fective Date" shall nmean the date of this
Agr eenent .

"Eligible Transferee" shall mean (i) a conmercia
bank having total assets in excess of $10, 000,000,000 or the
equi val ent thereof in another currency, provided that such
bank or its hol ding conpany has issued obligations which are
rated investnent grade by any of Mody's, S&P or
International Banking and Credit Analysis and (ii) any other
person which Al coa agrees may be an Eligible Transferee.

"Engagenent Fees" shall have the neani ng assigned
to such termin Section 2.05(b).

"Engagenent Letter" shall nean the letter
agreenent dated as of July 21, 1998, anobng the U. S. Agent,
Chase Securities Inc. and Al coa.

"ERI SA" shall nean the Enpl oyee Retirenent |ncone
Security Act of 1974, as the sane may be amended fromtine
to tinme.

"ERI SA Affiliate" shall mean any trade or business
(whet her or not incorporated) that is a nmenber of a group of
whi ch any Borrower is a nenber and which is treated as a
singl e enpl oyer under Section 414 of the Code.

"ERI SA Event" shall nean (i) any Reportable Event;
(ii) the adoption of any anendnent to a Plan that would
require the provision of security pursuant to Section
401(a)(29) of the Code or Section 307 of ERISA; (iii) the
exi stence with respect to any Plan of an "accumul at ed
fundi ng deficiency" (as defined in Section 412 of the Code
or Section 302 of ERI SA), whether or not waived; (iv) the
filing pursuant to Section 412(d) of the Code or
Section 302(d) of ERISA of an application for a waiver of
the m ni mum fundi ng standard with respect to any Pl an
(v) the incurrence of any liability under Title IV of ERI SA
with respect to the termnation of any Plan or the
wi t hdrawal or partial wthdrawal of the Borrower or any of
its ERISA Affiliates fromany Plan or Miltienpl oyer Plan
(vi) the receipt by the Borrower or any ERI SA Affiliate from
the PBGC or a plan administrator of any notice relating to
the intention to termnate any Plan or Plans or to appoint a
trustee to adm nister any Plan; (vii) the receipt by the



Borrower or any ERISA Affiliate of any notice concerning the
i mposition of Wthdrawal Liability or a determ nation that a
Mul tienployer Plan is, or is expected to be, insolvent or in
reorgani zation, within the neaning of Title IV of ERI SA
(viii) the occurrence of a "prohibited transaction” wth
respect to which the Borrower or any of its subsidiaries is
a "disqualified person" (within the meaning of Section 4975
of the Code) or with respect to which the Borrower or any
such subsidiary could otherwi se be liable; (ix) any other
simlar event or condition with respect to a Plan or

Mul tienpl oyer Plan that could result in liability of the
Borrowers and (x) any Foreign Benefit Event.

"Eur odol I ar Borrowi ng" shall nean a Borrow ng
conprised of Eurodollar Loans.

"Eurodol I ar Loan" shall mean any Loan bearing
interest at a rate determined by reference to the LIBO Rate
in accordance with the provisions of Article II.

"Event of Default" shall have the meaning assi gned
to such termin Article VII.

"Exchange Act Report" shall mean, collectively,
t he Annual Report of Al coa on Form 10-K for the year ended
Decenber 31, 1997, the Report of Al coa on Form 10-Q for the
quarters ended March 31 and June 30, 1998 and the Report of
Al coa on Form 8-K filed on June 10, 1998.

"Facility Fee" shall have the meani ng assigned to
such termin Section 2.05(a).

"Facility Fee Percentage"” shall nean on any date
the applicabl e percentage set forth bel ow based upon the
rati ngs by S&P and Moody's, respectively, applicable on such
date to the U S. Index Debt:

<TABLE>
<CAPTI ON\>
Category 1 Per cent age
<s> <c>
AA- | Aa3 . 0400%
or above
Category 2
At/ Al . 0425%
Category 3
A A2 . 0450%
Category 4

A-1 A3 . 0500%



Category 5

BBB/ Baa?2 . 0800%
Category 6

BBB- / Baa3 . 1300%
or bel ow

</ TABLE>

For purposes of the foregoing, (i) if neither
Moody' s nor S&P shall have in effect a rating for the U'S
I ndex Debt (other than by reason of the circunstances
referred to in the |last sentence of this definition), then
both such rating agencies shall be deenmed to have
established ratings in Category 6; (ii) if only one of
Moody' s and S&P shall have in effect a rating for the U'S
I ndex Debt, then the Facility Fee Percentage shall be
determ ned on the basis of such rating; (iii) if the ratings
establ i shed or deenmed to have been established by Mody's or
S&P for the U S. Index Debt shall fall within different
Categories, the Facility Fee Percentage shall be based on
the Category corresponding to the higher rating; and (iv) if
any rating established or deened to have been established by
Moody's or S&P shall be changed (other than as a result of a
change in the rating system of Mody's or S&), such change
shal | be effective as of the date on which it is first
announced by the applicable rating agency. Each change in
the Facility Fee Percentage shall apply during the period
conmenci ng on the effective date of such change and endi ng
on the date i medi ately preceding the effective date of the
next such change. |If the rating systemof Mody's or S&P
shal |l change, or if either of such rating agencies shal
cease to be in the business of rating corporate debt
obligations, Alcoa and the Lenders shall negotiate in good
faith to anend the references to specific ratings in this
definition to reflect such changed rating systemor the non-
availability of ratings fromsuch rating agency, and pendi ng
the effectiveness of any such anendnent, the ratings of such
rati ng agency nost recently in effect prior to such change
or cessation shall be enployed in determning the Facility
Fee Percent age.

"Fees" shall nmean the Facility Fees and the
Engagenent Fees.

"Financial O ficer" of any corporation shall nean
the chief financial officer, principal accounting officer
Treasurer or Controller of such corporation

"Five-Year Credit Agreenent” shall nean the
Revol ving Credit Agreement (Five-Year) dated as of the date
hereof anong Al coa, Alcoa of Australia, the lenders party
thereto, The Chase Manhattan Bank, as U S. Agent for such
| enders, and Chase Securities Australia Limted, as



Australian Agent for such |enders.

"Foreign Benefit Event" shall mean (a) with
respect to any Foreign Pension Plan, (i) the existence of
unfunded liabilities in excess of the anpbunt permtted under
any applicable law, or in excess of the anount that would be
pernmtted absent a waiver froma Governnental Authority,
(ii) the failure to make the required contributions or
paynments, under any applicable law, on or before the due
date for such contributions or paynents, (iii) the receipt
of a notice by a Governnental Authority relating to the
intention to term nate any such Foreign Pension Plan or to
appoint a trustee to adm nister any such Forei gn Pension
Plan, or to the insolvency of any such Forei gn Pension Plan
and (iv) the incurrence of any liability of the Borrowers
under applicable | aw on account of the conplete or partia
term nati on of such Foreign Pension Plan or the conplete or
partial w thdrawal of any participating enployer therein and
(b) with respect to any Foreign Plan, (i) the occurrence of
any transaction that is prohibited under any applicable | aw
and could result in the incurrence of any liability by the
Borrowers, or the inposition on the Borrowers of any fine,
exci se tax or penalty resulting fromany nonconpliance wth
any applicable law and (ii) any other event or condition
that coul d reasonably be expected to result in liability of
any of the Borrowers.

"Foreign Plan" shall mean any plan or arrangemnent
establ i shed or maintained outside the United States for the
benefit of present or former enployees of any of the
Borrowers.

"Foreign Pension Plan" shall nean any benefit plan
whi ch under applicable lawis required to be funded through
a trust or other funding vehicle other than a trust or
fundi ng vehi cl e nmai ntai ned excl usively by a Governnent al
Aut hority.

"GAAP" shall nmean generally accepted accounting
principles, as used in, and applied on a basis consistent
with, the financial statenments of Al coa or Al coa of
Australia referred to in Section 3.06.

"CGovernnmental Authority" shall nmean any Federal
state, local or foreign court or governmental agency,
authority, instrunentality or regul atory body.

"CQuarantee" of or by any person shall nean any
obligation, contingent or otherw se, of such person
guar ant eei ng any | ndebt edness of any other person, whether
directly or indirectly, and including any obligation of such
person, direct or indirect, to purchase or pay such
| ndebt edness or to purchase any security for the paynent of
such | ndebt edness; provided, however, that the term
"CQuarantee" shall not include endorsenents for collection or
deposit, in either case in the ordinary course of business.



"I ndebt edness” of any person at any tine shal
mean, w thout duplication, (a) all obligations for noney
borrowed or raised, all obligations (other than accounts
payabl e and other simlar itens arising in the ordinary
course of business) for the deferred paynent of the purchase
price of property, and all capital |ease obligations which
in each case, in accordance with GAAP woul d be included in
determning total liabilities as shown on the liability side
of the bal ance sheet of such person and (b) all Quarantees
of such person

"I ndex Debt" shall nean the U S. |Index Debt or the
Australian I ndex Rating.

"Interest Payment Date" shall mean, w th respect
to any Loan, the last day of the Interest Period applicable
to the Borrowi ng of which such Loan is a part and, in the
case of a Eurodollar Borrowing with an Interest Period of
nmore than three nonths' duration, each day that woul d have
been an Interest Paynent Date had successive Interest
Periods of three nonths' duration been applicable to such
Borrowi ng, and, in addition, the date of any refinancing,
conti nuati on or conversion of such Borrowing with or to a
Borrowi ng of a different Type.

"Interest Period" shall mean (a) as to any
Eur odol | ar Borrow ng, the period comenci ng on the date of
such Borrowi ng or on the |ast day of the imediately
preceding Interest Period applicable to such Borrow ng, as
the case may be, and ending on the nunerically correspondi ng
day (or, if there is no nunerically correspondi ng day, on
the last day) in the calendar nmonth that is 1, 2, 3 or
6 nonths thereafter, as the Borrower to which such Loan is
made may el ect; and (b) as to any ABR Borrow ng, the period
conmenci ng on the date of such Borrowing or on the | ast day
of the inmedi ately preceding Interest Period applicable to
such Borrowi ng, as the case may be, and ending on the
earliest of (i) the next succeeding March 31, June 30,
Sept enber 30 or Decenber 31, (ii) the Maturity Date and
(iii) the date such Borrowing is prepaid in accordance wth
Section 2.11; provided, however, that if any Interest Period
woul d end on a day other than a Business Day, such Interest
Period shall be extended to the next succeedi ng Busi ness Day
unl ess, in the case of a Eurodollar Borrow ng only, such
next succeedi ng Business Day would fall in the next cal endar
nonth, in which case such Interest Period shall end on the
next precedi ng Busi ness Day.

"Lenders" shall nmean (a) the financia
institutions listed on Schedule 2.01 (other than any such
financial institution that has ceased to be a party hereto
pursuant to an Assignnent and Acceptance) and (b) any
financial institution that has becone a party hereto
pursuant to an Assignnment and Acceptance

"LIBO Rate" shall nmean, with respect to any
Eur odol I ar Borrowi ng for any Interest Period, an interest



rate (rounded upwards, if necessary, to the next 1/16 of 1%
equal to the offered rate for dollar deposits for a period
equal to the Interest Period for such Eurodol |l ar Borrow ng

t hat appears on the LIBO page on the Reuters Screen (or any
page that can reasonably be considered a repl acenent page)
at approximately 11: 00 a.m, London tine, two Business Days
prior to the conmencenent of such Interest Period. If such
rate is not available on the Reuters Screen, the "LIBO Rate"
shall be the rate (rounded upwards, if necessary, to the
next 1/16 of 1% equal to the arithnetic average of the
respective rates per annum at which doll ar deposits approx
mately equal in principal amount to such Eurodoll ar
Borrowi ng and for a maturity comnparable to such Interest
Period are offered in imediately available funds to the
London branches of the Reference Banks in the London inter
bank market at approximately 11: 00 a.m, London tinme, two
Busi ness Days prior to the comencenent of such Interest
Period. The applicable Agent shall determ ne the LIBO Rate
and such determ nation shall be conclusive absent manifest
error.

"Lien" shall mean, with respect to any asset,
(a) any nortgage, deed of trust, lien, pledge, encunbrance,
charge or security interest in or on such asset, (b) the
interest of a vendor or a |lessor under any conditional sale
agreenent, capital lease or title retention agreenent
relating to such asset and (c) in the case of securities,
any purchase option, call or simlar right of a third party
with respect to such securities.

"Loans" shall nean U.S. Loans and Australia/U.S.
Loans.

"Margin Stock" shall have the meani ng gi ven such
termunder Regulation U of the Board as fromtine to tinme in
effect, including all official and interpretations
t her eunder or thereof.

"Material Adverse Effect” shall nean a materially
adverse effect on the business, assets, operations or
financial condition of Alcoa and its Subsidiaries taken as a
whol e or of Alcoa of Australia and its Subsidiaries taken as
whol e, or a material inpairnment of the ability of Al coa or
Al coa of Australia to performany of its obligations under
thi s Agreenent.

"Maturity Date" shall mean August 13, 1999.

"Mbody' s" shall mean Moody's Investors Service,
I nc.

"Ml tienpl oyer Plan" shall mean a multienpl oyer
pl an as defined in Section 4001(a)(3) of ERI SA to which any
Borrower or any ERISA Affiliate (other than one considered
an ERISA Affiliate only pursuant to subsection (m or (o) of
Section 414 of the Code) is making or accruing an obligation
to make contributions, or has within any of the preceding



five plan years nade or accrued an obligation to nake
contri butions.

"Non- Resi dent Bank" shall have the neaning
assigned thereto in Section 2.18(i).

"Original Dollar Amount” in relation to any
Australia/U S Loan nade to Al coa of Australia denom nated
in dollars neans the principal anmount of such Australial/US.
Loan and in relation to any Australia/U S. Loan to Al coa of
Australia denom nated in a currency other than dollars neans
the dol | ar equival ent of the principal anount of such
Australia/U S. Loan calcul ated two Busi ness Days prior to
the date of the proposed Borrowi ng for such Australia/U S
Loan.

"PBEC' shall nmean the Pension Benefit Guaranty
Corporation referred to and defined in ERI SA

"person” shall mean any natural person, corpo
rati on organi zation, business trust, joint venture,
associ ation, company, partnership or government, or any
agency or political subdivision thereof.

"Plan" shall nmean any pension plan (other than a
Mul ti enpl oyer Plan) subject to the provisions of Title IV of
ERI SA or Section 412 of the Code which is naintained for
enpl oyees of any Borrower or any ERI SA Affiliate.

"Pro Rata Percentage" of any Lender at any tinme
shall mean (i) in the case of any determi nation in respect
of the Australia/U S. Commitments or any extension of credit
t hereunder, the percentage of the Total Australial/U.S.
Conmitment that is represented by such Lender's
Australia/US. Commtnent, and (ii) in the case of any
determ nation in respect of the U S. Commitnments or any
extensi on of credit thereunder, the percentage of the Tota
US Commitnent that is represented by such Lender's U S
Conmi t ment .

"Ref erence Banks" shall nean The Chase Manhatt an
Bank, Mellon Bank, N A and Bank of America National Trust
and Savi ngs Associ ati on.

"Regi ster"” shall have the neani ng given such term
in Section 10.04(d).

"Reportable Event" shall mean any reportabl e event
as defined in Section 4043(b) of ERI SA or the regul ations
i ssued thereunder with respect to a Plan (other than a Pl an
mai nt ai ned by an ERI SA Affiliate which is considered an
ERI SA Affiliate only pursuant to subsection (n) or (o) of
Section 414 of the Code).

"Requi red Lenders" shall mean Lenders representing
at least 66-2/3%in principal amount of the outstanding
Loans and unused Commitnents; provided, that for purposes of



(i) termnating the Cormitnents insofar as they are
available to either Borrower Goup, or (ii) declaring the
Loans nmade to either Borrower Goup to be forthwith due and
payabl e, Required Lenders shall nean Lenders representing at
| east 66-2/3%in principal amount of the outstandi ng Loans
and unused Comm tnents available to such Borrower Goup (it
bei ng agreed that for purposes of this definition the unused
Australia/U S Commtnents will at all tines be deened to be
avail able to Alcoa and the Borrow ng Subsidiaries).

"Responsible O ficer" of any corporation shal
mean any executive officer or Financial Oficer of such
corporation and any other officer or simlar official
t hereof responsible for the admnistration of the
obligations of such corporation in respect of this
Agr eenent .

"Restricted Australian Subsidiary" shall nean at
any time a Subsidiary of Al coa of Australia:

(a) whose total assets (consolidated in the case
of a conpany which itself has any subsidiary as that
expression is defined in Section 9 of the Corporations Law)
or gross revenues (consolidated in the case of a company
whi ch itself has any such subsidiary) attributable to Al coa
of Australia represent not |ess than 10 per cent of the
consol i dated total assets or consolidated gross revenues, as
the case may be, of Alcoa of Australia and its Subsidiaries
taken as a whole, all as calculated by reference to the then
| atest audited financial statenents (consolidated or
unconsol i dated, as the case may be) of such Subsidiary and
the then | atest consolidated audited financial statenents of
Al coa of Australia and its Subsidiaries delivered pursuant
to Section 5.01; or

(b) to which is transferred the whol e or
substantially the whole of the assets and undertaking of a
Subsi di ary of Al coa of Australia which imediately prior to
such transfer is a Restricted Australian Subsidiary,

but shall not include any such Subsidiary if the Required
Lenders shall have agreed in their sole discretion not to
treat it as a Restricted Australian Subsidiary and such
agreenent may be given generally or in relation to specific
provi sions of this Agreenent and/or for a limted tine

and/ or purpose and may be subject to such conditions as the
Requi red Lenders shall determ ne

"Restricted U S. Subsidiary" shall nean any
consol i dated Subsidiary of Al coa which owns any
manuf acturing plant or manufacturing facility located in the
United States, except any such plant or facility which, in
the opinion of the Board of Directors of Alcoa, is not of
materi al inportance to the business of Alcoa and its
Restricted U S. Subsidiaries, taken as a whol e, excl uding
any such Subsidiary which (a) is principally engaged in
| easing or financing receivables, (b) is principally engaged



in financing Al coa's operations outside the United States or
(c) principally serves as a partner in a partnership.

"S&P" shall mean Standard & Poor's Ratings
Services, a Division of the MG awH Il Conpanies Inc.

"Statutory Reserves" shall nmean a fraction
(expressed as a decinmal), the nunerator of which is the
nunber one and the denom nator of which is the nunber one
m nus the aggregate of the maxi mum reserve percentages
(i ncluding any margi nal, special, enmergency or supplenenta
reserves) expressed as a deci mal established by the Board
and any other banking authority to which the U S. Agent is
subj ect for new negotiabl e nonpersonal tine deposits in
dol l ars of over $100,000 with maturities approxi mately equa
to three nmonths. Such reserve percentages shall include
t hose i nposed pursuant to such Regul ation D of the Board.
Statutory Reserves shall be adjusted automatically on and as
of the effective date of any change in any reserve
per cent age.

"Subsi di ary" shall mean, with respect to (i) any
person other than Al coa of Australia or a subsidiary thereof
(herein referred to as the "parent"), any corporation
partnershi p, association or other business entity of which
securities or other ownership interests representing nore
than 50% of the Voting Stock or nore than 50% of the genera
partnership interests are, at the tine any determ nation is
bei ng made, owned, controlled or held by the parent or one
or nore Subsidiaries of the parent or by the parent and one
or nore Subsidiaries of the parent; and (ii) Al coa of
Australia or a subsidiary thereof, an entity that A coa of
Australia or its subsidiaries controls for the purposes of
Part 3.6 of the Corporations Law.

"Term nati on Date" shall have the nmeaning assi gned
to it in Section 2.13(b).

"Total Australia/US. Commtnent" shall nean, at
any time, the aggregate amount of the Australia/US.
Commitnents, as in effect at such tine.

"Total U S. Conmitnent" shall mean, at any tine,
t he aggregate amount of the U S. Commtnents, as in effect
at such tine.

"Type", when used in respect of any Loan or
Borrowi ng, shall refer to the Rate by reference to which
i nterest on such Loan or on the Loans conpri sing such
Borrowing is determined. For purposes hereof, "Rate" shal
nmean the LIBO Rate and the Alternate Base Rate.

"U S. Agent" shall mean The Chase Manhattan Bank
a New Yor k banki ng corporation

"U S. Borrowi ng" shall nean a borrow ng consisting
of sinultaneous U. S. Loans made by the Lenders ratably in



accordance with their respective U S. Commitnents.

"U S. Commitment” shall mean, with respect to each
Lender, the comm tnent of such Lender to nmake U.S. Loans
hereunder as set forth in Part A of Schedule 2.01, as the
same may be reduced fromtinme to time pursuant to
Section 2.009.

"U.S. Index Debt" shall nean the senior
unsecured, non-credit enhanced, |ong-term I ndebtedness for
borrowed noney of Al coa

"U.S. Lender" shall nean a Lender that has a U. S.
Comi t nent .

"U. S. Loan" shall have the meaning assigned to it
in Section 2.01. Each U S. Loan shall be a Eurodollar Loan
or an ABR Loan.

"Voting Stock" with respect to the stock of any
person nmeans stock of any class or classes (however
desi gnat ed) having ordi nary voting power for the el ection of
the directors of such person, other than stock having such
power only by reason of the occurrence of a contingency.

"Wthdrawal Liability" shall nean liability to a
Mul ti enpl oyer Plan as a result of a conplete or parti al
wi t hdrawal from such Miltienpl oyer Plan, as such terns are
defined in Part | of Subtitle E of Title IV of ERI SA

SECTION 1.02. Terms Cenerally; Accounting
Principles. The definitions in Section 1.01 shall apply
equal ly to both the singular and plural fornms of the terns
defined. \Whenever the context may require, any pronoun
shal | include the correspondi ng mascul i ne, fem nine and
neuter forns. The words "include", "includes" and
"including" shall be deenmed to be followed by the phrase
"Without Iimtation". Al references herein to Articles,
Sections, Exhibits and Schedul es shall be deened references
to Articles and Sections of, and Exhibits and Schedul es to,
this Agreenent unless the context shall otherw se require.
Except as ot herw se expressly provided herein, all terns of
an accounting or financial nature shall be construed in
accordance with GAAP, as in effect fromtine to tine;
provi ded, however, that, if Al coa notifies the Agents that
it requests an anmendnent to any provision hereof to
elimnate the effect of any change in GAAP on the operation
of such provision (or if the Agents notify Al coa that the
Requi red Lenders request an amendnent to any provision
hereof for such purpose), regardl ess of whether any such
notice is given before or after such change in GAAP
(provi ded such change in GAAP occurs after the date hereof),
t hen such provision shall be interpreted on the basis of
GAAP in effect i mediately before such change becane
effective until such notice shall have been withdrawn or
such provision amended in accordance herewth.



SECTION 1.03. nligations Separate. It is the
intention of the Agents, the Lenders and the Borrowers that
the obligations of Al coa and the Borrow ng Subsidiaries
hereunder are to be separate fromthe obligations of Al coa
of Australia and that the facilities made available to the
Borrowi ng Groups are to be treated separately, and that
accordingly, the conditions to the availability of the
facilities made avail able by the Lenders to Al coa and the
Borrowi ng Subsidiaries are to be separate from and not
dependent upon, the conditions to the availability of the
facilities made avail able by the Lenders to Al coa of
Australia and that, as nore fully set forth in Article VII
(i) loans made to Al coa or the Borrow ng Subsidiaries may
not be accelerated, and the Conmitnents of the Lenders,
insofar as they are available to Al coa and the Borrow ng
Subsi di ari es, may not be termi nated, solely on the basis of
a default of Alcoa of Australia and (ii) |oans nade to Al coa
of Australia may not be accel erated, and the Conm tnents of
the Lenders, insofar as they are available to Al coa of
Australia, may not be terminated, solely on the basis of a
default of Alcoa or a Borrow ng Subsidiary.

ARTICLE I'I. THE CREDI TS

SECTION 2.01. Conmtments. Subject to the terns
and conditions and relying upon the representations and
warranties herein set forth, (a) each Lender agrees,
severally and not jointly, to make revolving credit loans in
dollars ("U. S. Loans") to Al coa and the Borrow ng
Subsidiaries, at any tine and fromtinme to time on or after
the Effective Date and until the earlier of the Maturity
Date and the termination of the U S. Comm tnent of such
Lender in accordance with the terns hereof, and (b) each
Lender agrees, severally and not jointly, to make revol ving
credit loans in dollars ("Australia/U S. Loans") to Al coa of
Australia, and, when the aggregate principal anount of the
outstanding U.S. Loans equals the Total U S Conmitnent, to
Al coa and the Borrowi ng Subsidiaries, at any tinme and from
time to time on and after the Effective Date and until the
earlier of the Maturity Date and the term nation of the
Australia/U S Comm tnent of such Lender in accordance with
the terns hereof; provided, however, that (i) after giving
effect to any U S. Loan, the aggregate principal anount of
the outstanding U S. Loans shall not exceed the Total U. S
Commtment, (ii) after giving effect to any Australia/U.S.
Loan, the aggregate principal amount of the outstanding
Australia/U S. Loans shall not exceed the Tota
Australia/US. Commtnent, (iii) at all tines the aggregate
princi pal anount of all outstanding U S. Loans nade by each
Lender shall equal its Pro Rata Percentage of the aggregate
princi pal anmount of all outstanding U S. Loans, and (iv) at
all times the aggregate principal anount of all outstanding
Australia/U S. Loans nade by each Lender shall equal its Pro
Rat a Percentage of the aggregate principal amount of all
out standing Australia/U S. Loans. The Conm tments of each
Lender are set forth on Schedule 2.01 to this Agreenent.



Such Commitnents may be term nated, reduced or increased
fromtine to time pursuant to Section 2.09. Wthin the
limts set forth in the preceding sentence, the Borrowers
may borrow, pay or prepay and reborrow Loans on or after the
Effective Date and prior to the Maturity Date, subject to
the terns, conditions and limtations set forth herein.

SECTION 2.02. Loans. (a) Each Loan shall be
made as part of a Borrow ng consisting of Loans nade by the
Lenders ratably in accordance with their respective
appl i cabl e Comm tnents; provided, however, that the failure
of any Lender to make any Loan shall not in itself relieve
any other Lender of its obligation to | end hereunder (it
bei ng understood, however, that no Lender shall be
responsible for the failure of any other Lender to nake any
Loan required to be made by such other Lender). The Loans
conprising each Borrowi ng shall be in an aggregate principa
amount which is an integral nultiple of $1,000,000 and not
| ess than $10, 000,000 (or an aggregate principal anmount
equal to the remini ng bal ance of the applicable
Conmtments, as the case may be).

(b) Each Borrow ng shall be conprised entirely of
Eur odol | ar Loans or ABR Loans, as the applicabl e Borrower
may request pursuant to Section 2.03. Each Lender may at its
option fulfill its Commitrment with respect to any Loan by
causi ng any donestic or foreign branch or Affiliate of such
Lender to make such Loan; provided, however, that any
exerci se of such option shall not affect the obligation of
the applicable Borrower to repay such Loan in accordance
with the terns of this Agreement. Borrowi ngs of nore than
one Type may be outstanding at the sane time; provided,
however, that no Borrower shall be entitled to request any
Borrowi ng which, if made, would result in an aggregate of
nore than five separate Eurodollar Loans of any Lender being
made to nenbers of a single Borrower G oup and outstanding
under this Agreement at any one time. For purposes of the
foregoi ng, Loans having different Interest Periods,
regardl ess of whether they commence on the sane date, shal
be consi dered separate Loans.

(c) Except as otherw se provided in Section 2.10,
(i) each Lender shall make each U. S. Loan, and each
Australia/U S. Loan that is (A) an ABR Loan or (B) a
Eurodol I ar Loan nmade to Al coa or a Borrowi ng Subsidiary, to
be made by it hereunder on the proposed date thereof by wire
transfer of inmediately available funds to the U S. Agent in
New Yor k, New York, not later than 1:00 p.m, New York City
time, and the U S. Agent shall by 3:00 p.m, New York Gty
time, credit the anmounts so received to the general deposit
account of the Borrower to which such Loan is to be nade
with Mellon Bank, N A, or such other account as such
Borrower may designate in a witten notice to the U S
Agent, or, if U S Loans are not made on such date because
any condition precedent to a U S. Borrowi ng herein specified
shal | not have been net, return the anbunts so received to
the respective Lenders, and (ii) each Lender shall make each



Australia/U S Loan that is a Eurodollar Loan nade to Al coa
of Australia to be made by it hereunder on the proposed date
thereof by transfer of imediately available funds to such
account or bank as the Australian Agent may designate in
witing fromtine to tinme for this purpose not |ater than
11: 00 a.m (local time, determned by reference to the

| ocati on of such account or bank) and the Australian Agent
shall by 3:00 p.m (local tine, determ ned by reference to
the location at which the credit will take place), credit
the anmounts so received to the account or bank as such
Borrower may designate in a witten notice to the Australian
Agent or, if Loans are not nade on such date because any
condition precedent to an Australian/U S. Borrow ng herein
speci fied shall not have been nmet, return the anounts so
received to the respective Lenders. Unless the applicable
Agent shall have received notice froma Lender prior to the
date of any Borrowi ng that such Lender will not make
avai l abl e to such Agent such Lender's portion of such
Borrow ng, such Agent may assune that such Lender has nade
such portion available to such Agent on the date of such
Borrowi ng i n accordance with this paragraph (c) and such
Agent may, in reliance upon such assunption, nake avail abl e
to the applicable Borrower on such date a correspondi ng
amount. If and to the extent that such Lender shall not
have made such portion available to such Agent, such Lender
and the applicable Borrower severally agree to repay to such
Agent forthwith on demand such correspondi ng anount together
with interest thereon, for each day fromthe date such
amount is made available to such Borrower until the date
such amount is repaid to such Agent, at (i) in the case of
such Borrower, the interest rate applicable at the time to

t he Loans conprising such Borrowing and (ii) in the case of
such Lender, a rate determ ned by such Agent to represent
its cost of overnight or short-term funds (which

determ nation shall be conclusive absent nanifest error).

If such Lender shall repay to such Agent such correspondi ng
anmount, such anount shall constitute such Lender's Loan as
part of such Borrowi ng for purposes of this Agreenent.

(d) Notwi thstanding any other provision of this
Agreenment, no Borrower shall be entitled to request any
Borrowing if the Interest Period requested with respect
thereto would end after the Maturity Date.

SECTION 2.03. Notice of Borrowings. In order to
request a Borrowi ng, a Borrower shall give witten or
tel ecopy notice (or tel ephone notice pronptly confirned in
witing or by telecopy) (a) in the case of an ABR Borrow ng,
to the U S. Agent not later than 12:00 noon, New York Gty
time, on the Business Day of such proposed Borrowi ng, (b) in
the case of a Eurodollar Borrow ng consisting of (1) U S
Loans or (2) Australia/U S Loans made to Alcoa or a
Borrowi ng Subsidiary, to the U S Agent not |later than
10: 00 a. m, New York City time, three Business Days before
such proposed Borrowi ng and (c) in the case of a Eurodoll ar
Borrow ng consisting of Australia/U S. Loans nade to Al coa
of Australia, to the Australian Agent not |ater than



10: 00 a. m, Sydney tine, three Business Days before such
proposed Borrowi ng. Such notice shall be irrevocabl e and
shall in each case refer to this Agreenent, identify the
appl i cabl e Borrower and specify (i) whether such Borrow ng
is to be a Eurodol Il ar Borrowi ng consisting of U S. Loans, a
Eur odol | ar Borrow ng consisting of Australia/U S. Loans or
an ABR Borrowing; (ii) the date of such Borrow ng (which
shal |l be a Business Day) and the anount thereof; and

(iii) if such Borrowing is to be a Eurodollar Borrow ng, the
Interest Period with respect thereto. If no election as to
the Type of Borrowing is specified in any such notice with
respect to a U.S. Borrow ng, then the requested Borrow ng
shall be an ABR Borrowing. |If no Interest Period with
respect to any Eurodollar Borrowing is specified in any such
notice, then the Borrower giving the notice of Borrow ng
shal | be deened to have sel ected an Interest Period of one
nmonth's duration. |f a Borrower shall not have given notice
in accordance with this Section 2.03 of its election to
refinance a Borrowing prior to the end of the Interest
Period in effect for such Borrowi ng, then the Borrower shall
(unl ess such Borrowing is repaid at the end of such Interest
Peri od) be deened to have given notice of an election to
refi nance such Borrowing with (i) in the case of a U S.
Borrowi ng, an ABR Borrowing, and (ii) in the case of an
Australia/U S. Borrowi ng, a Eurodollar Borrowing with an
Interest Period of one nonth's duration. The relevant Agent
shall pronptly advise the other Agent and the applicable
Lenders of any notice given pursuant to this Section 2.03
and of each Lender's portion of the requested Borrow ng.

SECTION 2. 04. Evidence of Debt; Repaynent of
Loans. (a) The outstanding principal balance of each Loan
shal | be payable on the earlier of the last day of the
Interest Period applicable to such Loan or the Maturity
Dat e.

(b) Each Lender shall maintain in accordance with
its usual practice an account or accounts evidencing the
i ndebt edness of each Borrower to such Lender resulting from
each Loan made by such Lender fromtinme to time, including
the amounts of principal and interest payable and paid such
Lender fromtine to time under this Agreenent.

(c) Each of the Agents shall maintain accounts in
which it will record (i) in the case of the U S Agent, the
amount of each U.S. Loan nmade to Al coa or a Borrow ng
Subsi di ary hereunder and, in the case of the Australian
Agent, the anount of each Australia/U S. Loan nade to a
Borrower hereunder, (ii) the Type of each such Loan and the
Interest Period applicable thereto, (iii) the anmount of any
princi pal or interest due and payable or to becone due and
payabl e fromthe applicable Borrower to each Lender
hereunder and (iv) the anount of any sumreceived by such
Agent hereunder from any Borrower and each Lender's share
t her eof .

(d) The entries nade in the accounts naintai ned



pursuant to paragraphs (b) and (c) above shall be prim
faci e evidence of the existence and anounts of the
obligations therein recorded; provided, however, that the
failure of any Lender or either Agent to maintain such
accounts or any error therein shall not in any manner affect
the obligation of any Borrower to repay the Loans in
accordance with their terns.

(e) Notwi thstanding any other provision of this
Agreenent, in the event any Lender shall request a
promi ssory note evidencing the Loans nmade by it hereunder to
Al coa or any Borrow ng Subsidiary, the applicabl e Borrower
shal | deliver such a note, satisfactory to the Agents,
payabl e to such Lender and its registered assigns, and the
interests represented by such note shall at all tines
(including after any assignnent of all or part of such
interests pursuant to Section 10.04) be represented by one
or nmore prom ssory notes payable to the payee naned therein
or its registered assigns.

SECTION 2.05. Fees. (a) Alcoa will pay to each
Lender, through the U S. Agent, on the |ast day of March
June, Septenber and Decenber in each year, and on the date
on which the U S Comm tnent of such Lender shall be
term nated as provided herein, a facility fee (the "Facility
Fee") at a rate per annumequal to the Facility Fee
Percentage fromtinme to tine in effect on the aggregate
amount of the U S. Conmitment of such Lender, whether used
or unused, fromtime to tine in effect during the precedi ng
quarter (or shorter period conrencing with the date hereof
or ending with the Maturity Date or the date on which any
U S. Commitnent of such Lender shall be term nated). Al coa
of Australia will pay to each Lender, through the Australian
Agent, on the last day of March, June, Septenber and
Decenber in each year, and on the date on which any
Australia/U S, Comm tnent of such Lender shall be term nated
as provided herein, a facility fee (the "Facility Fee") at a
rate per annumequal to the Facility Fee Percentage from
time to tine in effect on the aggregate amount of the
Australia/U S Comm tnent of such Lender, whether used or
unused, fromtine to tine in effect during the precedi ng
quarter (or shorter period conrencing with the date hereof
or ending with the Maturity Date or the date on which any
Australia/U S, Commtnent of such Lender shall be
termnated). Al Facility Fees shall be conputed on the
basis of the actual nunber of days elapsed in a year of
360 days. The Facility Fees due to each Lender shal
commence to accrue on the date hereof and shall cease to
accrue on the date on which the applicable Commitnents of
such Lender shall be term nated as provi ded herein.

(b) Alcoa agrees to pay to the U S. Agent, for
its own account, the fees provided for in the Engagenent
Letter (the "Engagenment Fees") at the times provided
t herein.

(c) Al Fees shall be paid on the dates due, in



i medi ately avail able funds, to the U S. Agent or the
Australian Agent, as applicable, for distribution, if and as
appropriate, anong the Lenders. Once paid, the Fees shal

not be refundabl e except in the case of an error which
results in the paynent of Fees in excess of those due and
payabl e as of such date, in which case the U S. Agent or the
Australian Agent, as applicable, shall cause a refund in the
amount of such excess to be paid to Al coa or Al coa of
Australia, as applicable.

SECTION 2.06. Interest on Loans. (a) Subject to
the provisions of Section 2.07, the unpaid principal amount
of the Loans conprising each ABR Borrow ng shall bear
interest for each day (computed on the basis of the actua
nunber of days el apsed over a year of 365 or 366 days, as
the case may be, when the Alternate Base Rate is determ ned
by reference to the Prine Rate and over a year of 360 days
at all other times) at a rate per annum equal to the
Al ternate Base Rate; provided, however, that nothing in this
Agreenment shall require or allow a Bank to nmake an ABR Loan
under its Australia/U S Conmtment.

(b) Subject to the provisions of Section 2.07,
t he unpai d princi pal anount of the Loans conprising each
Eur odol | ar Borrow ng shall bear interest (computed on the
basis of the actual nunmber of days el apsed over a year of
(i) 360 days for Loans denonminated in dollars or (ii) 365
days for Loans denominated in Australian dollars) at a rate
per annum equal to the LIBO Rate for the Interest Period in
effect for such Borrow ng plus the Applicable Mrgin.

(c) Interest on each Loan shall be payable on the
Interest Paynent Dates applicable to such Loan except as
otherwi se provided in this Agreenent. Interest shall accrue
fromand including the first day of an Interest Period to
but excluding the last day of such Interest Period. The
applicable LIBO Rate or Alternate Base Rate for each
Interest Period or day within an Interest Period, as the
case may be, shall be determ ned by the U S. Agent, and such
determ nati on shall be concl usive absent nanifest error

SECTION 2.07. Default Interest. |If any Borrower
shall default in the paynment of the principal of or interest
on any Loan or any other anobunt becom ng due hereunder, by
accel eration or otherw se, such Borrower shall on denand
fromtine to time pay interest, to the extent permtted by
l aw, on such defaulted anobunt up to (but not including) the
date of actual paynment (after as well as before judgnment) at
a rate per annumequal to (a) in the case of overdue
princi pal of any Loan, the rate otherw se applicable to such
Loan as provided in Section 2.06 plus 2% per annum or
(b) in the case of any other anount, the rate applicable to
ABR Borrow ngs plus 2% per annum

SECTION 2.08. Alternate Rate of Interest. 1In the
event, and on each occasion, that on the day two Busi ness
Days prior to the comencenent of any Interest Period for a



Eurodol I ar Loan, the U S. Agent (in the case of a U S. Loan)
or the Australian Agent (in the case of an Australia/U.S.
Loan) shall have determned in good faith that dollar
deposits in the principal amounts of the Loans conprising
such Borrowi ng are not generally available in the London

i nterbank market or other market in which Lenders ordinarily
rai se dollars to fund Loans of the requested Type, or that
the rates at which such dollar deposits are being offered
wi Il not adequately and fairly reflect the cost to any
Lender of making or maintaining its Eurodollar Loan during
such Interest Period, or that reasonable nmeans do not exi st
for ascertaining the LIBO Rate, then such Agent shall, as
soon as practicable thereafter, give witten or tel ecopy
noti ce of such determ nation to the rel evant Borrower and
Lenders. In the event of any such determ nation, (i) any
request by Alcoa or a Borrowi ng Subsidiary after the date of
such notice for a Eurodollar Borrow ng pursuant to

Section 2.03 or 2.10 shall, until the U S. Agent shall have
advi sed the Borrowers and the Lenders that the circunstances
giving rise to such notice no | onger exist, be deened to be
a request for an ABR Borrowi ng, and (ii) until the
Australian Agent shall have advised the Borrowers and the
Lenders that the circunstances giving rise to such notice no
| onger exist, an Australian Lender may be relieved of its
obligation to provide such Loans. Each determnination by an
Agent hereunder shall be conclusive absent nmanifest error

SECTION 2.09. Term nation and Reduction of
Commitments; Increase of Commitnents. (a) The U S
Conmitmments and the Australia/U S. Commitnents shall be
automatically term nated on the Maturity Date

(b) Upon at |east 10 Busi ness Days' prior
irrevocable, witten or telecopy notice to the U S Agent
(in the case of the U S. Commtments) or the Australian
Agent (in the case of the Australia/U S. Conmtnents), Al coa
may at any tinme in whole permanently termnate, or fromtinme
to time in part pernmanently reduce, the Total U. S.

Conmitment or the Total Australia/U S Conmtnent; provided,
however, that (i) each partial reduction shall be in an
integral multiple of $1,000,000 and in a m ni mum princi pa
anount of $10, 000,000, (ii) the Total U.S. Conmitnent shal
not be reduced to an amount that is |less than the aggregate
princi pal anount of the outstanding U S. Loans (after giving
effect to any simultaneous prepaynent pursuant to

Section 2.11) and (iii) the Total Australia/U S. Conm tment
shal | not be reduced to an anount that is |ess than the
aggregate princi pal amount of the outstanding Australial/U.S.
Loans.

(c) Each reduction in the U S. Commitnents
hereunder shall be nmade ratably anong the U S. Lenders in
accordance with each such Lender's Pro Rata Percentage of
the Total U S. Conmitnent. Each reduction in the
Australia/U S. Comm tnents hereunder shall be made ratably
anmong the Australian Lenders in accordance with each such
Lender's Pro Rata Percentage of the Total Australia/U S



Conmitment. Alcoa shall pay to the U S. Agent for the
account of the applicable Lenders, on the date of each such
termnation or reduction, the Facility Fees on the amount of
the Commtnents so terminated or reduced accrued to the date
of such term nation or reduction

(d) Subject only to the consent of the U S. Agent
and each Lender whose Conmitnent is to be increased, Al coa
may, upon not |ess than 30 days' notice to the Agents,

i ncrease the Total U S. Comm tnent and/or the Tota
Australia/U S. Commitnent by up to an amount equal to (i)
$250, 000,000 mnus (ii) the aggregate amount of all prior
increases in the Conmtnents and the "Conmitnents” under and
as defined in the Five-Year Credit Agreenment. Any such
increase in the Conmtnents shall be effected by the
execution and delivery of such docunentation as the Agents
shal | reasonably specify (which docunentation, to be

ef fective, need be executed only by the Borrowers, the
Agents and each Lender whose Conmitnent is to be increased),
and shall be subject to the delivery of such evidence of the
appl i cabl e Borrowers' corporate authority, |egal opinions
and ot her cl osing docunentation as the Agents or their
counsel shall reasonably request.

SECTION 2.10. Refinancings. Any Borrower may
refinance all or any part of any Loan made to it with a Loan
of the sanme or a different Type made pursuant to the sane
Conmitments, subject to the conditions and linmtations set
forth in this Agreenent. Any Borrowi ng or part thereof so
refi nanced shall be deened to have been repaid or prepaid in
accordance with Section 2.04 or 2.11, as applicable, with
t he proceeds of a new Borrow ng; and the proceeds of the new
Borrowi ng, to the extent they do not exceed the principa
amount of the Borrow ng being refinanced, shall not be paid
by the applicable Lenders to the applicable Agent or by the
applicabl e Agent to the applicable Borrower pursuant to
Section 2.02(c).

SECTION 2.11. Prepaynment. (a) Each Borrower
shall have the right at any time and fromtine to tinme to
prepay any Borrowing, in whole or in part, upon at | east
t hree Busi ness Days' prior witten or tel ecopy notice (or
t el ephone notice promptly confirmed by witten or tel ecopy
notice) to the U S. Agent (in the case of U S. Loans) or the
Australian Agent (in the case of Australia/U S. Loans);
provi ded, however, that each partial prepaynment shall be in
an anount which is an integral multiple of $1,000,000 and
not | ess than $10, 000, 000.

(b) On the date of any term nation or reduction
of any Commitnments pursuant to Section 2.09, the Borrowers
shal | pay or prepay so much of the U S. Loans or
Australia/U S. Loans, as applicable, as shall be necessary
in order that, after giving effect to such reduction or
termination, (i) the aggregate principal anount of the
outstanding U. S. Loans shall not exceed the Total U. S.
Commitment and (ii) the aggregate principal amount of the



out standing Australia/U S. Loans shall not exceed the Total
Australia/U S Comm tnent.

(c) Each notice of prepaynent shall specify the
prepaynent date and the princi pal amount of each Loan (or
portion thereof) to be prepaid, shall be irrevocable and
shall commit the applicable Borrower to prepay the Loan to
whi ch such notice relates by the anpbunt stated therein on
the date stated therein. Al prepaynents under this Section
2.11 shall be subject to Section 2.14 but otherw se w thout
premi um or penalty. Al prepaynents under this Section 2.11
shal | be acconpani ed by accrued interest on the principal
amount being prepaid to the date of paynent.

SECTION 2.12. Reserve Requirements; Change in
Crcunstances. (a) Notw thstanding any other provision
herein other than Section 2.14(c), if after the date of this
Agreenment any change in applicable law or regulation or in
the interpretation or adm nistration thereof by any
Covernmental Authority charged with the interpretation or
adm ni stration thereof (whether or not having the force of
l aw) shall change the basis of taxation of payments to any
Lender of the principal of or interest on any Eurodollar
Loan made by such Lender or any Fees or other anounts
payabl e hereunder (other than changes in respect of taxes
i nposed on the overall net income of such Lender by the
jurisdiction in which such Lender has its principal office
or by any political subdivision or taxing authority
therein), or shall inpose, nodify or deem applicabl e any
reserve, special deposit or simlar requirement against
assets of, deposits with or for the account of or credit
ext ended by such Lender (except any such reserve requirenent
which is reflected in the LIBO Rate or the Base CD Rate) or
shal | inpose on such Lender or the London interbank narket
or other market in which Lenders ordinarily raise dollars to
fund Loans of the requested Type any other condition
affecting this Agreenent or Eurodollar Loans made by such
Lender, or shall change the cost to the Australian Lenders
of funding or maintaining any Australia/U S. Loan nade (or
to be made) to Alcoa of Australia and the result of any of
the foregoing shall be to increase the cost to such Lender
of funding, making or maintaining any Eurodollar Loan or to
reduce the amount of any sumreceived or receivable by such
Lender hereunder (whether of principal, interest or
ot herwi se) by an ampunt deemed by such Lender to be
material, then Alcoa will pay or cause the other Borrowers
to pay to such Lender upon demand such additional anount or
amounts as will conpensate such Lender for such additiona
costs incurred or reduction suffered.

(b) If any Lender shall have determ ned that the
applicability of any law, rule, regul ation, agreenment or
gui del i ne adopted after the date of this Agreenment pursuant
to the July 1988 report of the Basle Comm ttee on Banking
Regul ati ons and Supervisory Practices entitled
"International Convergence of Capital Measurenment and
Capital Standards", or the adoption after the date hereof of



any other law, rule, regulation, agreenent or guideline
regardi ng capital adequacy, or any change in any of the
foregoing or in the interpretation or adm nistration of any
of the foregoi ng by any governmental authority, central bank
or conparabl e agency charged with the interpretation or

adm ni stration thereof, or conpliance by any Lender (or any
| endi ng of fice of such Lender) or any Lender's hol ding
conpany with any request or directive regarding capital
adequacy (whether or not having the force of |aw) of any
such authority, central bank or conparabl e agency, has or
woul d have the effect of reducing the rate of return on such
Lender's capital or on the capital of such Lender's hol di ng
conpany, if any, as a consequence of this Agreenent or the
Loans made by such Lender pursuant hereto to a | evel bel ow

t hat which such Lender or such Lender's hol di ng conpany
coul d have achi eved but for such applicability, adoption
change or conpliance (taking into consideration such
Lender's policies and the policies of such Lender's hol di ng
conpany with respect to capital adequacy) by an amount
deemed by such Lender to be material, then fromtine to tinme
Al coa shall pay or cause the other Borrowers to pay to such
Lender such additional anobunt or ampunts as will conpensate
such Lender or such Lender's hol di ng conpany for any such
reduction suffered.

(c) Acertificate of each Lender setting forth
such amount or anounts as shall be necessary to compensate
such Lender or its holding conpany as specified in
paragraph (a) or (b) above, as the case may be, together
with a statenent of reasons for such demand and show ng the
cal cul ation for such anmounts shall be delivered to Al coa and
shal | be concl usi ve absent manifest error. Alcoa shall pay
or cause to be paid to each Lender the amobunt shown as due
on any such certificate delivered by it within 10 days after
its receipt of the same.

(d) Except as provided in this paragraph, failure
on the part of any Lender to demand conpensation for any
i ncreased costs or reduction in anmpunts received or
recei vable or reduction in return on capital with respect to
any period shall not constitute a waiver of such Lender's
right to demand conpensation with respect to such period or
any other period. The protection of this Section 2.12 shal
be avail able to each Lender regardl ess of any possible
contention of the invalidity or inapplicability of the |aw,
rul e, regulation, guideline or other change or condition
whi ch shall have occurred or been inposed. No Lender shal
be entitled to conpensation under this Section 2.12 for any
costs incurred or reductions suffered with respect to any
date unless it shall have notified Alcoa that it will denand
conpensation for such costs or reductions under
par agraph (c) above not nore than 60 days after the | ater of
(i) such date and (ii) the date on which it shall have or
reasonably shoul d have becone aware of such costs or
reductions. 1In the event a Borrower shall reinburse any
Lender pursuant to this Section 2.12 for any cost and the
Lender shall subsequently receive a refund in respect



thereof, the Lender shall so notify such Borrower and shal
pay to such Borrower the portion of such refund which it
shall determine in good faith to be allocable to the cost so
rei mbur sed

(e) Notwi thstanding the foregoing, if an
Australian Lender is funding Australia/U S. Loans consisting
of Eurodollar Loans nade to Al coa of Australia by raising
funds under a note or bond issue then the Australian Lender
shall not be entitled to nake any cl ai m hereunder resulting
from

(i) the Australian Lender's failure to apply for
or inability to obtain an exenpti on under
section 128F(4) of the Inconme Tax Assessnent Act with
respect to such note or bond issue; or

(ii) any such exenption being revoked or the
Conmi ssi oner of Taxation determ ning that section 128F
of the Incone Tax Assessnment Act does not apply to any
i nterest payable by the Australian Lender on such notes
or bonds;

unl ess the increase in the cost to the Australian Lender of
funding any Australia/U S. Loan consisting of Eurodollar
Loans made to Alcoa of Australia is a result of a change in
law or interpretation or adm nistration of any |aw of
general application to all borrowers of funds who except for
section 128F of the Income Tax Assessnent Act woul d be
liable to pay wi thhol di ng tax.

SECTION 2.13. Change in Legality. (a) Notwith
standi ng any ot her provision herein other than
Section 2.14(c), if any change in any |aw or regul ation or
in the interpretation thereof by any Governmental Authority
charged with the administration or interpretation thereof
shall make it unlawful for any Lender to make or naintain
any Eurodollar Loan or to give effect to its obligations as
contenpl ated hereby with respect to any Eurodol | ar Loan,
then, by witten or telecopy notice to Al coa and the Agents,
such Lender nmay:

(i) declare that Eurodollar Loans wll not
thereafter be made by such Lender hereunder
wher eupon any request by a Borrower for a
Eur odol I ar Borrowi ng shall, as to such Lender
only, be deemed a request for an ABR Loan unl ess
such decl aration shall be subsequently w t hdrawn;
and

(ii) require that all outstandi ng Eurodoll ar
Loans made by it be converted to ABR Loans, in
whi ch event all such Eurodollar Loans shal
automatically be so converted as of the effective
date of such notice as provided in paragraph (b)
bel ow.



In the event any Lender shall exercise its rights under
clause (i) or (ii) above, all paynments and prepaynents of
princi pal which woul d ot herwi se have been applied to repay

t he Eurodol | ar Loans that woul d have been nmade by such
Lender or the converted Eurodollar Loans of such Lender
shall instead be applied to repay the Loans nade by such
Lender in lieu of, or resulting fromthe conversion of, such
Eur odol | ar Loans.

(b) Notwi thstanding any other provision herein
ot her than Section 2.14(c), if any change in applicable | aw
or inthe interpretation or adm nistration thereof by any
CGovernmental Authority charged with the adm nistration or
interpretation thereof shall make it unlawful for any
Australian Lender to maintain or give effect to its
obligations under this Agreenent, the Australian Lender nmay
designate the latest date (the "Term nation Date") on which
its obligations under the Australia/U S. Commitnents may
remain in effect without causing the Australian Lender to be
in breach of a law as of the Termination Date or, if already
unl awful , the Australian Lender may designate the
Termination Date i mmedi ately.

(c) For purposes of this Section 2.13, a notice
by any Lender shall be effective as to each Eurodol |l ar Loan,
if lawful, on the last day of the Interest Period applicable
to such Eurodollar Loan; in all other cases such notice
shall be effective on the date of receipt.

SECTION 2.14. Indemity. Alcoa shall indemify
or cause the other Borrowers to indemify each Lender
agai nst any | oss or expense whi ch such Lender may sustain or
i ncur as a consequence of (a) any failure to fulfill on the
date of any borrowi ng hereunder the applicable conditions
set forth in Article 1V, (b) any failure by a Borrower to
borrow or refinance any Loan hereunder after irrevocable
noti ce of such borrow ng or refinancing has been given
pursuant to Section 2.03, (c) any paynent, prepayment or
refinanci ng of a Eurodollar Loan required by any other
provi sion of this Agreenent or otherw se nade or deened nade
on a date other than the |last day of the Interest Period
applicable thereto, other than any loss of profit resulting
from any event, circunstance or condition set forth in
Section 2.12 or 2.13, (d) any default in paynent or
prepaynent of the principal anount of any Loan or any part
thereof or interest accrued thereon, as and when due and
payabl e (at the due date thereof, whether by schedul ed
maturity, acceleration, irrevocable notice of prepaynent or
ot herwi se) or (e) the occurrence of any Event of Default,
i ncluding, in each such case, any |oss or reasonabl e expense
sustained or incurred or to be sustained or incurred in
i quidating or enploying deposits fromthird parties
acquired to effect or maintain such Loan or any part thereof
as a Eurodoll ar Loan. Such | oss or reasonabl e expense shal
i ncl ude an anount equal to the excess, if any, as reasonably
determ ned by such Lender, of (i) its cost of obtaining the
funds for the Loan being paid, prepaid, refinanced or not



borrowed (assuned to be the LIBO Rate applicable thereto)
for the period fromthe date of such paynent, prepaynent,
refinancing or failure to borrow or refinance to the |ast
day of the Interest Period for such Loan (or, in the case of
a failure to borrow or refinance the Interest Period for
such Loan whi ch woul d have commenced on the date of such
failure) over (ii) the anmount of interest (as reasonably

det erm ned by such Lender) that would be realized by such
Lender in reenploying the funds so paid, prepaid or not
borrowed or refinanced for such period or Interest Period,
as the case may be. A certificate of any Lender setting
forth any amount or anmounts which such Lender is entitled to
receive pursuant to this Section together with a statenent
of reasons for such demand and the cal cul ati on of such
amount or anounts shall be delivered to Al coa and shall be
concl usi ve absent nanifest error.

SECTION 2.15. Pro Rata Treatnent. Except as
requi red under Section 2.13, each Borrow ng, each paynment or
prepaynent of principal of any Borrow ng, each paynent of
i nterest on the Loans, each payment of the Facility Fees,
each reduction of the U S Conmtnents or the
Australia/U S. Conmtnents and each conversion or
continuati on of any Borrowing with a Borrowi ng of any Type
shall be allocated pro rata amobng the Lenders in accordance
with their respective applicable Commitments (or, if such
Conmi tments shall have expired or been term nated, in
accordance with the respective principal amounts of their
appl i cabl e outstandi ng Loans). Each Lender agrees that in
conputing such Lender's portion of any Borrowi ng to be nade
hereunder, the Agents may, in their discretion, round each
Lender's percentage of such Borrow ng, conputed in
accordance with Schedule 2.01, to the next higher or |ower
whol e dol | ar anount.

SECTION 2.16. Sharing of Setoffs. Each Lender
agrees that if it shall, through the exercise of a right of
banker's lien, setoff or counterclai magai nst any Borrower,
or pursuant to a secured clai munder Section 506 of Title 11
of the United States Code or other security or interest
arising from or in lieu of, such secured claim received by
such Lender under any applicabl e bankruptcy, insolvency or
other simlar |aw or otherw se, or by any other neans,
obt ai n payment (voluntary or involuntary) in respect of any
Loan or Loans as a result of which the unpaid principa
portion of its U S. Loans or Australia/U S. Loans shall be
proportionately |l ess than the unpaid principal portion of
the U S. Loans or Australia/U S. Loans, as the case may be,
of any other Lender, it shall be deemed simultaneously to
have purchased from such ot her Lender at face value, and
shal |l pronptly pay to such other Lender the purchase price
for, a participation in the U S. Loans or Australia/ U S
Loans, as the case may be, of such other Lender, so that the
aggregate unpaid princi pal amount of the U S. Loans or
Australia/U S. Loans and participations in U S. Loans or
Australia/U S. Loans held by each Lender shall be in the
same proportion to the aggregate unpaid principal anmount of



all US Loans or Australia/U S Loans, as the case may be,
t hen outstanding as the principal amount of its U S. Loans
or Australia/U S. Loans prior to such exercise of banker's
lien, setoff or counterclaimor other event was to the
princi pal amount of all U S. Loans or Australia/U S. Loans,
as the case may be, outstanding prior to such exercise of
banker's lien, setoff or counterclaimor other event;

provi ded, however, that, if any such purchase or purchases
or adjustnments shall be made pursuant to this Section and
the paynent giving rise thereto shall thereafter be
recovered, such purchase or purchases or adjustnents shal
be rescinded to the extent of such recovery and the purchase
price or prices or adjustment restored w thout interest.

Al coa and each ot her Borrower expressly consent to the
foregoi ng arrangenments and agree that any Lender holding a
participation in a Loan deened to have been so purchased nmay
exercise any and all rights of banker's lien, setoff or
counterclaimwith respect to any and all nobneys ow ng by

Al coa or such other Borrower to such Lender by reason
thereof as fully as if such Lender had nmade a Loan directly
to Alcoa or such Borrower in the amount of such

partici pation.

SECTION 2.17. Paynments. (a) Each paynent or
prepaynent by any Borrower of the principal of or interest
on any U S. Loans, any Australia/U S. Loans that are (i) ABR
Loans or (ii) Eurodollar Loans nmade to Al coa or a Borrow ng
Subsi di ary, any Fees payable to the U S. Agent or the U S
Lenders or any other amounts due hereunder (other than
amounts referred to in clause (b) below shall be nade not
later than 12: 00 (noon), New York City tinme, on the date
when due in dollars to the U S. Agent at its offices at
270 Park Avenue, New York, New York, in inmediately
avai | abl e funds. Each paynent or prepaynent by any Borrower
of the principal of or interest on any Australia/U S. Loans
that are Eurodol |l ar Loans made to Al coa of Australia and any
Fees payable to the Australia/U S. Lenders shall be nmade in
i medi ately avail able funds not later than 12 noon (Il oca
time, at the place at which the paynment or prepaynent is to
be received) on the date when due in dollars (except with
respect to Loans nmade in Australian Dollars pursuant to
Section 2.19(b), which paynents or prepaynents shall be nade
in Australian Dollars) to such account or bank as the
Australian Agent nmay designate in witing fromtinme to tine
for this purpose.

(b) \Wenever any paynent (including principal of
or interest on any Borrowing or any Fees or other anounts)
her eunder shall becone due, or otherwi se would occur, on a
day that is not a Business Day, such paynent may be nmade on
t he next succeedi ng Busi ness Day, and such extension of tine
shall in such case be included in the conputation of
interest or Fees, if applicable.

SECTION 2.18. Taxes. (a) Any and all paynents
by or on behalf of a Borrower hereunder shall be made free
and clear of and w thout deduction for any and all present



or future taxes, levies, inposts, deductions, charges or

wi t hhol dings, and all liabilities with respect thereto,

excl udi ng taxes inposed on the net income of either Agent or
any Lender (or any transferee or assignee thereof, including
a participation holder (any such entity a "Transferee")) and
franchi se taxes inposed on either Agent or any Lender (or
Transferee) in each case by the United States or Australia
or any jurisdiction under the I aws of which such Agent or
any such Lender (or Transferee) is organized or any
political subdivision thereof (all such nonexcluded taxes,

| evies, inposts, deductions, charges, w thholdings and
liabilities, collectively or individually, "Taxes"). If any
Borrower shall be required by |aw to deduct any Taxes from
or in respect of any sum payabl e hereunder to the Lenders
(or any Transferee) or an Agent, (i) the sum payabl e shal

be increased by the anpbunt necessary so that after naking
all required deductions (including deductions applicable to
addi ti onal sunms payabl e under this Section 2.18) such Lender
(or Transferee) or Agent (as the case may be) shall receive
an anmount equal to the sumit would have received had no
such deductions been made, (ii) such Borrower shall make
such deductions and (iii) such Borrower shall pay the ful
amount deducted to the rel evant taxing authority or other
CGovernmental Authority in accordance with applicable | aw,
provi ded, however, that no Transferee of any Lender shall be
entitled to receive any greater paynent under this

par agraph (a) than such Lender woul d have been entitled to
recei ve i nmedi atel y before assignnent, participation or
other transfer with respect to the rights assigned,
participated or transferred unl ess such assi gnment,
participation or transfer shall have been nade (A) prior to
the occurrence of an event (including any change in treaty,
law or regulation) giving rise to such greater paynment or
(B) at the request of Alcoa or Al coa of Australia.

(b) In addition, each Borrower agrees to pay any
present or future stanp or docunmentary taxes or any ot her
exci se or property taxes, charges or simlar |evies
(including Australian financial institutions duty) which
arise fromany paynment nade hereunder or fromthe execution
delivery or registration of, or otherwise with respect to,
this Agreenent (hereinafter referred to as "OQther Taxes").

(c) Each Borrower will indemify each Lender (or
Transferee) and Agent for the full anmount of Taxes and O her
Taxes paid by such Lender (or Transferee) or the Agent, as
the case may be, and any liability (including penalties,

i nterest and expenses) arising therefromor with respect
thereto, whether or not such Taxes or Qther Taxes were
correctly or legally asserted by the rel evant taxing
authority or other CGovernmental Authority. Such

i ndemmi fication shall be made within 30 days after the date
any Lender (or Transferee) or the applicable Agent, as the
case may be, makes witten demand therefor, together with a
statenment of reasons for such demand and the cal cul ations of
such anount.



(d) Wthin 30 days after the date of any payment
of Taxes or Oxher Taxes wi thheld by any Borrower in respect
of any payment to any Lender (or Transferee) or Agent, such
Borrower will furnish to the applicable Agent, at its
address referred to in Section 10.01, the original or a
certified copy of a receipt evidencing paynent thereof.

(e) Wthout prejudice to the survival of any
ot her agreenent contai ned herein, the agreenents and
obligations contained in this Section 2.18 shall survive the
paynment in full of the principal of and interest on all
Loans made hereunder.

(f) Each U S Lender (or Transferee) represents
to Alcoa that, on the date such Lender (or such Transferee)
becones a party to this Agreenent, it is eligible to receive
paynments of interest hereunder from Al coa or any Borrow ng
Subsi di ary wi thout withholding in respect of United States
Federal withholding tax (except, in the case of a Transferee
of any Lender, as a result of the occurrence of an event
(including a change in treaty, |law or regulation) after the
date of this Agreement giving rise to w thholding to which
such Lender would be subject). Each Australian Lender (or
Transferee) represents to Alcoa of Australia that, on the
date such Lender (or such Transferee) becones a party to
this Agreenent, it is eligible to receive paynents of
i nterest hereunder from Al coa of Australia in respect of
Australia/U S Loans in the formof Eurodollar Loans to
Al coa of Australia w thout wi thholding in respect of
Australian w thhol ding tax (except, in the case of a
Transferee of any Lender, as a result of the occurrence of
an event (including a change in treaty, |aw or regul ation)
after the date of this Agreenent giving rise to w thhol ding
to whi ch such Lender woul d be subject).

(g) Each U S Lender (or Transferee, other than a
Transferee described in the exception in the first sentence
of Section 2.18(f)) that is organized under the laws of a
jurisdiction outside the United States shall, on or before
the date it becones a party to this Agreenent (or, in the
case of a Transferee that is a participation holder, on or
bef ore the date such Transferee becones a participation
hol der hereunder), deliver to Alcoa and the U S. Agent such
certificates, documents or other evidence, as required by
the Code or Treasury Regul ations issued pursuant thereto,

i ncluding I nternal Revenue Service Form 1001 or Form 4224
and any other certificate or statenment of exenption required
by Treasury Regul ation Section 1.1441-1, 1.1441-4 or
1.1441-6(c) or any subsequent version thereof or successors
thereto, properly conmpleted and duly executed by such Lender
(or Transferee) establishing that paynment is (i) not subject
to United States Federal withholding tax under the Code
because such paynents are effectively connected with the
conduct by such Lender (or Transferee) of a trade or
business in the United States or (ii) totally exenpt from
United States Federal w thhol ding tax under a provision of
an applicable tax treaty. 1In addition, each such Lender (or



such Transferee) shall, if legally able to do so, thereafter
del i ver such certificates, docunents or other evidence from
time to tine establishing that paynents received hereunder
are not subject to such w thhol ding upon receipt of a
witten request therefor fromA coa or the U S. Agent.

Unl ess Alcoa and the U S. Agent have received forns or other
docunents satisfactory to themindicating that paynents
hereunder are not subject to United States Federa

wi t hhol ding tax, Alcoa or the U S. Agent shall w thhold such
taxes from such paynents at the applicable statutory rate,
subject to Section 2.18(a).

(h) None of the Borrowers shall be required to
pay any additional anmpbunts to any Lender (or Transferee) in
respect of United States Federal wi thholding tax pursuant to
par agraph (a) above to the extent that the obligation to pay
such additional anobunts would not have arisen but for a
failure by such Lender (or Transferee) to deliver the
certificates, docunments or other evidence specified in the
precedi ng paragraph (g) unless such failure is attributable
to (i) a change in applicable law, regulation or official
interpretation thereof or (ii) an anmendnent or nodification
to or a revocation of any applicable tax treaty or a change
in official position regarding the application or
interpretation thereof, in each case on or after the date
such Lender (or Transferee) became a party to this
Agr eenent .

(i) MNone of the Borrowers shall be required to
i ndemrmi fy any Lender or pay additional amounts in respect of
Australian w thhol ding tax pursuant to paragraph (a) or (c)
above in respect of interest paynents nade in connection
with Australia/U S Loans in the formof Eurodollar Loans to
Al coa of Australia to any Lender, Transferee or Agent that
is either:

(i) a non-resident of Australia for the purposes
of the Inconme Tax Assessnent Act 1936 of the
Commonweal th of Australia other than a non-resident
carrying on business in Australia at or through a
per manent establishment of the Lender, Transferee or
Agent in Australia and the making of the loan to the
Borrower by the Lender, Transferee or Agent is
effectively connected with that pernanent
establ i shnent; or

(ii) aresident of Australia for the purposes of
the I ncome Tax Assessnent Act 1936 of the Commonweal th
of Australia carrying on business outside Australia at
or through a permanent establishnent of the Lender,
Transferee or Agent outside Australia and the maki ng of
the loan to the Borrower by the Lender, Transferee or
Agent is effectively connected with that permanent
est abl i shnent,

(an entity described in clause (i) or (ii), a "Non-Resident
Bank"); provided, however, that this clause (i) shall not



apply to any Lender, Transferee or Agent to which

paragraphs (i) or (ii) apply as a result of a request by the
Borrower; and provided further, however, that this

clause (i) shall not apply to the extent the indemity,
paynment or additional anount any Lender, Transferee or Agent
woul d be entitled to receive (without regard to this

clause (i)) does not exceed the indemity, paynment or
addi ti onal amount that the Lender, Transferee or Agent woul d
have been entitled to receive if paragraph (i) or (ii) did
not apply to the Lender, Transferee or Agent.

(j) Any Lender (or Transferee) claimng any
addi ti onal ampunts payabl e pursuant to this Section 2.18
shal | use reasonable efforts (consistent with | egal and
regul atory restrictions) to file any certificate or docunent
requested in witing by the rel evant Borrower or to change
the jurisdiction of its applicable Iending office if the
maki ng of such a filing or change woul d avoid the need for
or reduce the amount of any such additional amounts which
may thereafter accrue and would not, in the sole
determ nation of such Lender (or Transferee), be otherw se
di sadvant ageous to such Lender (or Transferee).

(k) If a Lender (or Transferee) or Agent shall
becone aware that it may be entitled to receive a refund in
respect of Taxes or ther Taxes as to which it has been
i ndemrmi fied by a Borrower pursuant to this Section 2.18, it
shall pronptly notify Alcoa of the availability of such
refund and shall, within 30 days after receipt of a request
by Al coa, apply for such refund at Al coa's expense. |f any
Lender (or Transferee) or an Agent receives a refund in
respect of any Taxes or Qther Taxes as to which it has been
i ndemrmi fied by a Borrower pursuant to this Section 2.18, it
shal |l pronptly repay such refund to such Borrower (to the
extent of anounts that have been paid by such Borrower under
this Section 2.18 with respect to such refund), net of al
out - of - pocket expenses (including taxes inposed with respect
to such refund) of such Lender (or Transferee) or Agent and
wi t hout interest; provided, however, that such Borrower,
upon the request of such Lender (or Transferee) or Agent,
agrees to return such refund (plus penalties, interest or
ot her charges) to such Lender (or Transferee) or Agent in
the event such Lender (or Transferee) or Agent is required
to repay such refund.

(I') Nothing contained in this Section 2.18 shal
require any Lender (or Transferee) or Agent to nmake
avail able any of its tax returns (or any other information
relating to its taxes which it deens to be confidential).

(m No Borrower shall be required to reinburse
any Lender (or Transferee) or Agent with respect to any Tax
or O her Tax unl ess such Lender, Transferee or Agent
notifies such Borrower of the amount of such Tax or O her
Tax on or before the second anniversary of the date such
Lender, Transferee or Agent pays such Tax or O her Tax.



SECTION 2.19. Assignment of Commitnents Under
Certain Crcunstances. (a) |In the event that any Lender
shal |l have delivered a notice or certificate pursuant to
Section 2.12 or 2.13, or a Borrower shall be required to
make additional payments to any Lender under Section 2.18,
Alcoa (in the case of a U S. Lender) and Al coa of Australia
(in the case of an Australian Lender) shall have the right,
at its own expense, upon notice to such Lender and the
Agents, to require such Lender to transfer and assign
wi t hout recourse (in accordance with and subject to the
restrictions contained in Section 10.04) all its interests,
rights and obligations under this Agreenent to another
financial institution which shall assume such obligations;
provi ded, however, that (i) no such assignnent shal
conflict with any law, rule or regul ation or order of any
CGovernmental Authority and (ii) Al coa or the assignee, as
the case may be, shall pay (or, in the case of Alcoa, cause
anot her Borrower to pay) to the affected Lender in
i medi ately avail able funds on the date of such term nation
or assignment the principal of and interest accrued to the
date of paynent on the Loans nade by it hereunder and all
ot her ampunts accrued for its account or owed to it
her eunder.

(b) In the event that any Australian Lender shal
have delivered a notice or certificate pursuant to
Section 2.12, or the obligation of any Australian Lender to
extend Australia/U S. Loans shall have been suspended or
term nated in accordance with Section 2.08 or
Section 2.13(b), then Alcoa of Australia nmay require such
Australian Lender to nake Australia/U S Loans to be made to
Al coa of Australia available in Australian Dollars on the
terms of this Agreenent, provided that:

(i) the aggregate Original Dollar Armount of all
Australia/U S. Loans outstanding at any tine shall not
exceed the Total Australia/US. Conmitnent at that
time; and the aggregate Original Dollar Amount of all
Australia/U S. Loans nmade by such Australian Lender and
outstanding at any time shall not exceed the
Australia/U S Comm tnent of such Australian Lender at
that tine;

(ii) a notice of Borrowi ng may be given at any
time up to close of business on the Business Day prior
to the date of the proposed Australia/U S. Loan to be
made to Al coa of Australia;

(iii) interest on each Australia/U S. Loan to
Al coa of Australia denom nated in Australian Dollars
will be computed on a daily basis on a year of 365
days;

(iv) the rate of interest for each Australia/U.S.
Loan to Al coa of Australia denom nated in Australian
Dol lars for each Interest Period will be the aggregate
of the Bill Rate for that Interest Period and the



Appl i cabl e Margin; and

(v) all payments in Australian Dollars shall be
made to such accounts as are nom nated by such
Australian Lender and Al coa of Australia respectively
at such tine.

If any Australia/U S. Loan to Alcoa of Australiais
denominated in Australian Dollars, the applicable Australian
Lender, acting in good faith, shall if requested use all
reasonabl e efforts to assist Alcoa of Australia to convert
the proceeds into another currency and/or to hedge any
currency exposure arising fromthe Australia/U S. Loan to

Al coa of Australia being denom nated in Australian Dollars

i ncluding entering into forei gn exchange or currency swap
transactions at narket rates.

ARTICLE II'1. REPRESENTATI ONS AND WARRANTI ES

Each Borrower represents and warrants to each of
the Lenders with respect to itself as follows (except that
t he Borrow ng Subsidi ari es make no representations or
warranties under Section 3.06 or 3.09 and Al coa of Australia
makes no representations or warranties under Section 3.10(a)
or 3.12):

SECTION 3.01. Organization. Such Borrower is a
corporation duly organized, validly existing and, where
applicable, in good standing under the laws of its
jurisdiction of incorporation and is duly qualified to do
busi ness as a foreign corporation and, where applicable, is
in good standing in all other jurisdictions in which the
ownership of its properties or the nature of its activities
or both makes such qualification necessary, except to the
extent that failure to be so qualified would not result in a
Materi al Adverse Effect.

SECTION 3.02. Authorization. Such Borrower has
corporate power and authority to execute, deliver and carry
out the provisions of this Agreenent to which it is a party,
to borrow hereunder and to performits obligations hereunder
and all such action has been duly and validly authorized by
all necessary corporate proceedings on its part.

SECTION 3.03. Enforceability. This Agreenment has
been duly executed and delivered by such Borrower and
constitutes the legal, valid and binding obligation of such
Borrower enforceable in accordance to its terns, except as
limted by bankruptcy, insolvency or other simlar |aws of
general application affecting the enforcenent of creditors
rights or by general principles of equity limting the
availability of equitable renedies.

SECTION 3.04. Covernmental Approvals. (a) No
aut hori zation, consent, approval, |icense exenption or other
action by, and no registration, qualification, designation,



declaration or filing with, any Governnental Authority is
necessary in connection wi th such Borrower's execution and
delivery of this Agreenent, the consummati on by any Borrower
of the transactions contenpl ated hereby or such Borrower's
per formance of or conpliance with the terns and conditions
hereof, except as set forth on Schedul e 3. 04.

(b) Each of Alcoa of Australia and its
Subsidiaries has filed all corporate notices and effected
all registrations with the Australian Securities Conm ssion
or simlar office inits jurisdiction of incorporation as
required by law, except to the extent that failure to file
woul d not result in a Material Adverse Effect, and all such
filings and registrations are current, conplete and accurate
in all material respects.

SECTION 3.05. No Conflict. MNone of the execution
and delivery by such Borrower of this Agreenent, the
consunmat i on by such Borrower of the transactions
cont enpl at ed hereby or perfornmance by such Borrower of or
conpl i ance by such Borrower with the terns and conditions
hereof or thereof will (a) violate any law, constitution
statute, treaty, regulation, rule, ordinance, order
injunction, wit, decree or award of any Governnental
Authority to which it is subject, (b) conflict with or
result in a breach or default under its charter or
Menor andum and Articles of Association or by-laws, as
applicable, (c) conflict with or result in a breach or
default which is material in the context of this Agreenent
under any agreenent or instrument to which such Borrower is
a party or by which it or any of its properties, whether now
owned or hereafter acquired, nmay be subject or bound or (d)
result in the creation or inposition of any Lien prohibited
by Section 6.01 upon any property or assets, whether now
owned or hereafter acquired, of such Borrower.

SECTION 3.06. Financial Statements. In the case
of Alcoa, it has furnished to the Lenders copies of its
consol i dat ed bal ance sheet as of Decenber 31, 1997, and the
rel ated consolidated statenments of incone and cash flow for
the year then ended, all exam ned and certified by
Pri ceWat er house Coopers. In the case of Alcoa of Australia,
it has furnished to the Lenders copies of its consolidated
bal ance sheet as of Decenber 31, 1997, and the rel ated
consolidated profit and | oss account for the year then
ended, all exam ned and certified by PriceWterhouse
Coopers. Such financial statements (including the notes
thereto) present fairly the financial condition of Al coa or
Al coa of Australia, las the case may be, and its respective
Subsi di ari es as of such dates and the results of their
operations for the periods then ended, all in conformty
with GAAP, subject (in the case of the interimfinancia
statements) to year-end audit adjustnents.

SECTION 3.07. No Defaults. No event has occurred
and is continuing and no condition exists which constitutes
a Default or Event of Default hereunder. Such Borrower is



not in violation of (i) any termof its charter or
Constitution or by-laws, as applicable, or (ii) any materi al
agreenent or instrument to which it is a party or by which
it or any of its properties may be subject or bound where
such violation is likely to result in a Mterial Adverse

Ef f ect.

SECTION 3.08. Litigation. Except as set forth in
the financial statenents referred to in Section 3.06 or any
Exchange Act Report or otherw se di scl osed on Schedul e 3.08,
there is no pending or, to the know edge of any of its
Responsi bl e Oficers, threatened proceedi ng by or before any
Covernmental Authority against or affecting it which in the
opinion of its counsel is likely to result in a Materia
Adverse Effect. Except as set forth in the financia
statements referred to in Section 3.06 or any Exchange Act
Report or otherw se disclosed in Schedule 3.08, there is no
pending or, to the know edge of any of its Responsible
Oficers, threatened proceedi ng by or before any
CGovernmental Authority against or affecting any of its
Subsi di aries which in the opinion of its counsel is likely
toresult in a Material Adverse Effect.

SECTION 3.09. No Material Adverse Change. Since
Decenber 31, 1997, there has been no nmaterial adverse change
in the business, assets, operations or financial condition
of itself and its Subsidiaries, taken as a whole except, in
the case of Al coa and the Borrow ng Subsidiaries, as
di scl osed in the Annual Report of Al coa on Form 10-K for the
year ended Decenber 31, 1997.

SECTI ON 3.10. Enpl oyee Benefit Plans. (a) U S.
Plans. It and each of its ERISA Affiliates is in conpliance
in all material respects with the applicable provisions of
ERI SA and the regul ations and published interpretations
t hereunder. No Reportable Event has occurred as to which
such Borrower or any ERI SA Affiliate was required to file a
report with the PBGC that alone or together with any other
Reportabl e Event woul d reasonably be expected to result in a
l[iability of such Borrower to the PBGC in an aggregate
amount in excess of $25,000,000. The aggregate present
value of all benefit liabilities under the Plans (based on
t he assunptions used to fund such Plans) did not, as of the
| ast annual val uation dates applicable thereto, exceed the
aggregate value of the assets of the Plans by nore than 10%
of Consolidated Net Worth. Neither such Borrower nor any
ERI SA Affiliate has incurred any Wthdrawal Liability that
woul d reasonably be expected to result in a Material Adverse
Effect. Neither such Borrower nor any ERI SA Affiliate has
received any notification that any Miltienployer Plan is in
reorgani zati on or has been term nated within the neani ng of
Title IV of ERISA and no Responsible Oficer of any
Borrower has know edge of any fact which woul d reasonably be
expected to result in the reorgani zation or termnation of a
Mul ti enpl oyer Plan where such reorgani zation or termnation
has resulted or woul d reasonably be expected to result,
t hrough increases in the contributions required to be nmade



to such Plan or otherwise, in a Material Adverse Effect.

(b) Foreign Plans. Each Foreign Plan is in
conpliance in all material respects with all requirenments of
| aw applicable thereto and the respective requirenments of
t he governing docunents for such plan except to the extent
such non-conpl i ance could not reasonably be expected to
result in a Material Adverse Effect. Wth respect to each
Forei gn Pension Plan, none of the Borrowers, their
respective Affiliates or any of their directors, officers,
enpl oyees or agents has engaged in a transacti on whi ch woul d
subj ect any of the Borrowers, directly or indirectly, to a
material tax or civil penalty which could reasonably be
expected to result in a Material Adverse Effect. Wth
respect to each Foreign Pension Plan, none of the Borrowers,
their respective Affiliates or any of their directors,
of ficers, enployees or agents has engaged in a transaction
whi ch woul d subj ect any of the Borrowers, directly or
indirectly, to a material tax or civil penalty which could
reasonably be expected to result in a Material Adverse
Effect. Wth respect to each Foreign Pl an, adequate
reserves have been established in the financial statenents
furnished to Lenders in respect of any unfunded liabilities
in accordance with applicable | aw and prudent busi ness
practice or, where required, in accordance wth ordinary
accounting practices in the jurisdiction in which such
Foreign Plan is maintained. The aggregate unfunded
liabilities, after giving effect to any such reserves for
such liabilities, with respect to such Foreign Plans could
not reasonably be expected to result in a Material Adverse
Effect. There are no material actions, suits or clains
(other than routine clains for benefits) pending or
t hr eat ened agai nst any of the Borrowers or any of their
Affiliates with respect to any Foreign Plan which coul d
reasonably be expected, individually or in the aggregate, to
result in a Material Adverse Effect.

SECTION 3.11. Title to Properties; Possession
Under Leases. (a) Such Borrower and each of its
Subsi di ari es have good and marketable title to, or valid
| easehold interests in, all its material properties and
assets, except for mnor defects in title that do not
materially interfere with its ability to conduct its
busi ness as currently conducted or to utilize such
properties and assets for their intended purposes.

(b) Such Borrower and each of its Subsidiaries
have conplied with all obligations under all material |eases
to which it is a party and all such leases are in full force
and effect. Such Borrower and its Subsidiaries enjoy
peaceful and undi sturbed possession under all such materia
| eases.

SECTION 3.12. Investnment Conpany Act; Public
Uility Holding Conpany Act. None of Alcoa or any Borrow ng
Subsidiary is an "investnment conpany" as defined in, or
subject to regulation under, the |Investnment Conpany Act of



1940. Al coa is exenpted as, and no Borrow ng Subsidiary is,
a "hol di ng conpany” as defined in, or subject to regulation
under, the Public Uility Hol ding Conpany Act of 1935.

SECTION 3.13. Tax Returns. Such Borrower and its
Subsi di ari es have filed or caused to be filed all Federal
state, local and foreign tax returns required to have been
filed by it and have paid or caused to be paid all taxes
shown to be due and payabl e on such returns or on any
assessments received by it, except taxes that are being
contested in good faith by appropriate proceedi ngs and for
whi ch adequate reserves are maintained in accordance wth
GAAP.

SECTION 3.14. Conpliance with Laws and
Agreenents. (a) Neither such Borrower nor any of its
Subsidiaries is in violation of any law, rule or regul ation,
or in default with respect to any judgnent, wit, injunction
or decree of any Governnental Authority, where such
violation or default woul d reasonably be expected to result
in a Material Adverse Effect.

(b) Neither such Borrower nor any of its
Subsidiaries is in default in any material manner under any
provi sion of any indenture or other agreenent or instrument
evi denci ng | ndebt edness, or any other nmaterial agreenent or
instrument to which it is a party or by which it or any of
its properties or assets are or may be bound, where such
default would be reasonably likely to result in a Mterial
Adverse Effect.

SECTION 3.15. No Material Msstatenents. Except
for information not prepared by Al coa or Al coa of Australia
and expressly disclainmed thereby, no report, financia
statement, exhibit or schedul e furnished by or on behal f of
such Borrower to an Agent or any Lender in connection with
the negotiation of this Agreement or included herein or
delivered pursuant thereto contained or contains any
material msstatenent of fact or onmitted or onmts to state
any material fact necessary to nmake the statenments therein,
in the light of the circunstances under which they were or
are made, not m sl eadi ng.

SECTION 3.16. Federal Reserve Regul ations. No
part of the proceeds of any Loan to such Borrower will be
used, whether directly or indirectly, and whether
i medi ately, incidentally or ultimately, to purchase or
carry Margin Stock or to extend credit to others for the
pur pose of purchasing or carrying Margin Stock or to refund
i ndebt edness originally incurred for such purpose.

SECTION 3.17. No Trusts. Such Borrower is not
entering into this Agreement in its capacity as trustee of
any trust.

SECTI ON 3. 18. Year 2000 Conputer Systens
Conpl i ance. Any reprogrammng required to permt the proper



functioning, in and foll owi ng the Year 2000, of (i) the
Borrowers' and their Subsidiaries' material conmputer systens
and (ii) material equi pnent containing enbedded nicrochips
and the testing of all such systens and equi pnent, as so
reprogramed, are anticipated to be conpleted in al
materi al respects by March 31, 1999. The cost to the
Borrowers and their Subsidiaries of such reprogramm ng and
testing and of the reasonably foreseeabl e consequences,
foll owi ng conpl etion of such reprogranm ng and testing, of
Year 2000 to the Borrowers and their Subsidiaries will not
result in a Default or a Material Adverse Effect.

ARTI CLE | V. CONDI TI ONS OF EFFECTI VENESS, LENDI NG AND
DESI GNATI ON OF BORROW NG SUBSI DI ARI ES

The obligations of the Lenders to make Loans to
any Borrower hereunder are subject to the satisfaction of
the conditions set forth in Sections 4.01 and 4. 02 bel ow
(and, in the case of Loans to any Borrow ng Subsidiary, the
satisfaction, as to such Borrow ng Subsidiary, of the
conditions set forth in Section 4.03 bel ow):

SECTION 4.01. Effective Date. On the Effective
Dat e:

(a) The Agents shall have received (i) a witten
opi ni on of Denis A Denbl owski, Senior Counsel and Assi stant
Secretary of Alcoa, dated the Effective Date and addressed
to the Lenders, to the effect set forth in Exhibit CG1
hereto; and (ii) a witten opinion of Mllesons Stephen
Jaques, Australian counsel for Alcoa of Australia, dated the
Effective Date and addressed to the Lenders, to the effect
set forth in Exhibit G2 hereto

(b) Al legal matters incident to this Agreement
and t he borrow ngs hereunder shall be satisfactory to the
Lenders and to Cravath, Swaine & More, U S. counsel for the
Agents and O ayton Uz, Australian counsel for the Agents.

(c) The Agents shall have received (i) a copy, in
each case including all amendnents thereto, of the charter
of Al coa and of the Menmorandum and Articles of Association
of Alcoa of Australia, certified as of a recent date by the
Secretary of State or other appropriate official of its
jurisdiction of incorporation (or, in the case of A coa of
Australia, by its Secretary), and a certificate as to the
good standi ng of Alcoa as of a recent date, from such
Secretary of State or other official; (ii) a certificate of
the Secretary or Assistant Secretary of each of Al coa and
Al coa of Australia dated the Effective Date and certifying
(A) in the case of Alcoa, that attached thereto is a true
and conmpl ete copy of the by-laws of such corporation as in
effect on the Effective Date showi ng all amendnents thereto
since the date of the resolutions described in clause (B)
bel ow, (B) that attached thereto is a true and conpl ete copy
of resolutions duly adopted by the Board of Directors of
such corporation authorizing the execution, delivery and



performance of this Agreement and the borrow ngs by such
corporation hereunder, and that such resol uti ons have not
been nodified, rescinded or anended and are in full force
and effect, (C that the charter of Al coa has not been
amended since the date of the |ast anmendnment thereto shown
on the certificate of good standing furnished pursuant to
clause (i) above and that the Menorandum and Articl es of
Associ ation of Al coa of Australia have not been anended
since the date specified in such certificate and (D) as to
t he i ncunbency and speci men signature of each officer
executing this Agreenent or any other docunent delivered in
connection herewith on behalf of such corporation; (iii) a
certificate of another officer of each such corporation as
to the incunbency and speci nmen signature of the Secretary or
Assi stant Secretary executing the certificate pursuant to
(ii) above; and (iv) such other docunents as the Lenders or
Cravath, Swaine & Moore, U S counsel for the Agents, or
Cayton Uz, Australian counsel for the Agents, may
reasonabl y request.

(d) The Agents shall have received certificates
dated the Effective Date and signed by a Financial Oficer
of each of Alcoa and of Alcoa of Australia confirmng the
satisfaction of the conditions precedent set forth in
par agraphs (b) and (c) of Section 4.02.

(e) The Agents shall have received all Fees and
ot her amobunts due and payable on or prior to the Effective
Dat e.

(f) The Revolving Credit Agreenent dated as of
April 30, 1996, anong Al coa, Al coa of Australia Limted, the
| enders nanmed therein and Chemi cal Bank, as Agent, and the
Credit Agreement dated as of May 19, 1995, anong Al umax
Inc., the I enders nanmed therein, Royal Bank of Canada, as
Agent, Arranger and Letter of Credit Issuer and Canadi an
I mperial Bank of Commerce, as Administrative Agent, shall
each have been term nated and all anounts outstandi ng
t hereunder shall have been pai d.

(g) The Agents shall have received certificates
of a Responsible Oficer of each of Al coa and Al coa of
Australia, each dated the Effective Date and stating that
(i) except as disclosed in the Exchange Act Report or
ot herwi se disclosed in such certificate, A coa and each of
its Subsidiaries and Al coa of Australia and each of its
Subsi di ari es have conplied in all respects with all Federal
state, local and foreign statutes, ordinances, orders,
judgnments, rulings and regulations relating to environnenta
pol lution or to environnental regulation or control except
to the extent any such failure so to conply would not, alone
or together with any other such failure, be reasonably
likely to result in a Material Adverse Effect; (ii) neither
Al coa nor Alcoa of Australia nor any of their Subsidiaries
has received notice of any failure so to conply which al one
or together with any other such failure would be reasonably
likely to result in a Material Adverse Effect; and (iii) the



pl ants of Al coa and Al coa of Australia and their respective
Subsi di ari es do not nanage any hazardous wastes, toxic

pol lutants or substances sinmlarly denom nated in violation
of any applicable | aw or regul ati ons promul gated pursuant
thereto including, for operations within the United States,
t he Resource Conservation and Recovery Act, the

Conpr ehensi ve Environmental Response Compensation and
Liability Act, the Hazardous Materials Transportation Act,
the Toxic Substance Control Act, the Clean Air Act, the

Cl ean Water Act or any other applicable |aw, where such
violation woul d be reasonably likely to result, individually
or together with any such other violations, in a Materi al
Adverse Effect.

SECTION 4.02. Al Borrowings. On the date of
each Borrow ng:

(a) Such Borrower shall have provided the notice
as required by Section 2.083.

(b) The representations and warranties set forth
in Article I'll hereof (except, in the case of a refinancing
of any Loan that does not increase the aggregate principal
amount of Loans of any Lender outstanding, the
representations set forth in Sections 3.08, 3.09 and 3.10)
shall be true and correct in all material respects on and as
of the date of such Borrowing with the sane effect as though
made on and as of such date, except to the extent such
representations and warranties expressly relate to an
earlier date.

(c) Each Borrower shall be in conpliance in al
material respects with all the ternms and provisions set
forth herein on its part to be observed or performed, and at
the time of and i medi ately after such Borrowi ng no Event of
Default or Default shall have occurred and be conti nui ng.

(d) In the case of any Australia/U S Borrow ng
by a Borrower other than Al coa of Australia, (i) the
aggregate anount of the Australia/U S Conmtnents renaining
unused after giving effect to such Borrowing will at |east
equal the aggregate amount required by S&P and Mody's in
support of the Commercial Paper of Al coa of Australia, and
(ii) the U S. Agent shall have received certification to
that effect froma Responsible O ficer of Al coa of
Australi a.

(e) In the case of any Borrowi ng by Al coa or a
Borrow ng Subsidiary, which woul d cause the aggregate
princi pal amobunt of outstanding |oans to Al coa and the
Borrowi ng Subsidiaries under this Agreenent and the Five-
Year Credit Agreenment to exceed $2, 000, 000, 000 mi nus the
aggregat e out standi ng princi pal amount of conmercial paper
i ssued by Al coa or issued by Subsidiaries and guaranteed by
Al coa (other than commercial paper being repaid with the
proceeds of such Borrow ng), such Borrowi ng shall have been
duly authorized by Al coa and the Agents shall have received



a true and conpl ete copy of resolutions duly adopted by the
Board of Directors of Al coa authorizing such Borrow ng.

Each Borrow ng by any Borrower shall be deemed to constitute
a representation and warranty by such Borrower and, in the
case of a Borrow ng Subsidiary, Al coa on the date of such
Borrowing as to the matters specified in paragraphs (b),

(c), (e) and, in the case of an Australia/U S. Borrow ng by
Al coa or a Borrowing Subsidiary, (d) of this Section 4.02.
Not wi t hst andi ng the foregoing, if any failure to satisfy any
of the conditions to borrowi ng set forth in paragraphs (b)
and (c) above shall result fromany act or failure to act on
the part of, or fromany event or circunstance involving or
af fecting, nenbers of only one of the Borrower G oups (the
"Affected Borrower Goup”), and not, in whole or in part, by
reason of any act or failure to act on the part of, or any
event or circunstance affecting, menbers of the other
Borrower Group (the "Unaffected Borrower G oup") then the
failure to satisfy such conditions shall prevent Borrow ngs
only by nenbers of the Affected Borrower G oup, and not by
menbers of the Unaffected Borrower G oup.

SECTI ON 4.03. Designation of Borrow ng
Subsidi aries. On each Designation Date:

(a) The Agents shall have received (i) a copy of
the charter, including all anendnments thereto, of each
appl i cabl e Borrowi ng Subsidiary, certified as of a recent
date by the Secretary of State or the appropriate foreign
governmental official of the state or country of its
organi zation, and a certificate as to the good standi ng of
such Borrowi ng Subsidiary as of a recent date from such
Secretary of State or appropriate foreign governmenta
official, as applicable; (ii) a certificate of the Secretary
or Assistant Secretary of such Borrow ng Subsidiary dated
the Designation Date and certifying (A that attached
thereto is a true and conpl eted copy of the by-laws of such
Borrowi ng Subsidiary as in effect on the Designation Date
showi ng all anendnments thereto since the date of the
resol utions described in clause (B) below, (B) that attached
thereto is a true and conpl ete copy of resolutions duly
adopted by the Board of Directors of such Borrow ng
Subsi di ary aut hori zing the execution, delivery and
performance of this Agreement and the borrow ngs hereunder,
and that such resol utions have not been nodified, rescinded
or anended and are in full force and effect, (C that the
charter of such Borrow ng Subsidiary has not been amended
since the date of the |ast anmendnent thereto shown on the
certificate of good standing furnished pursuant to
clause (i) above, and (D) as to the incunbency and speci nen
signature of each officer executing or any other docunent
delivered in connection herewith on behal f of such Borrow ng
Subsidiary; and (iii) a certificate of another officer as to
t he i ncunbency and speci men signature of the Secretary or
Assi stant Secretary executing the certificate pursuant to
(ii) above.



(c) The Agent shall have received a Designation
of Borrowi ng Subsidiary of each applicabl e Borrow ng
Subsi di ary as provided in Section 10.04(i).

ARTI CLE V.  AFFI RVATI VE COVENANTS

So long as this Agreement shall remain in effect
or the principal of or interest on any Loan, any Fees or any
ot her expenses or anmounts payable in connection herewith
shal | be unpaid, unless the Required Lenders shall otherw se
consent in witing:

SECTION 5.01. Financial Statenments, Reports, etc
Each of Al coa and Al coa of Australia shall furnish to the
Agents the following, with sufficient copies for the Agents
to provide a copy to each Lender

(a) within 120 days after the end of each fisca
year, (i) its consolidated bal ance sheet and rel ated
statements of income and cash flow audited by independent
public accountants of recogni zed national standing,
acconpani ed by an opinion of such accountants (which shal
not be qualified as to scope of audit or in any nanner
calling into question the status of its business as a going
concern) to the effect that such consolidated financial
statements fairly present its financial condition and
results of operations and that of its consolidated
Subsi di ari es, taken as a whole, in accordance with GAAP and
(ii) the bal ance sheet and rel ated statements of inconme of
each of its Subsidiaries which has been designated pursuant
to Section 10.04(i) as, and as |ong as such Subsidiary
remai ns, a Borrowi ng Subsidiary, certified by a Financi al
O ficer of such Subsidiary;

(b) in the case of Alcoa, within 60 days after the
end of each of the first three fiscal quarters of each
fiscal year, its Form 10-Q as prescribed by the Securities
and Exchange Comm ssion (or any successor agency);

(c) concurrently with any delivery of financial
statements under (a) above and pronptly at the request of an
Agent (but not nore often than once with respect to any
fiscal quarter), a certificate of a Financial Oficer
(i) certifying that no Event of Default or Default has
occurred and is continuing or, if such an Event of Default
or Default has occurred and is continuing, specifying the
nature and extent thereof and any corrective action taken or
proposed to be taken with respect thereto and (ii) setting
forth computations in reasonable detail satisfactory to the
Agent s denonstrating conpliance with the covenant contained
in Section 6.083;

(d) pronptly after the same becone publicly
avai |l abl e, copies of all periodic and other reports, proxy
statements and other materials filed by it (other than
registration statenents and prospectuses related to



offerings to directors, officers or enployees) with the
Securities and Exchange Conmi ssion or the Australian
Securities Comm ssion, or any CGovernmental Authority
succeeding to any of or all the functions of such

Conmi ssion, or with any national securities exchange, or
distributed to its sharehol ders, as the case may be; and

(e) pronptly, fromtime to tine, such other
information regarding its operations, business affairs and
financial condition, or conpliance with the ternms of this
Agreenent, as any Agent or Lender may reasonably request.

SECTION 5.02. Pari Passu Ranking. Each Borrower
shall ensure that any amounts payable by it hereunder wll
at all times rank at | east pari passu with all other
unsecur ed, unsubordi nated | ndebt edness of such Borrower
except to the extent any such | ndebtedness may be preferred
by I aw.

SECTION 5. 03. Maintenance of Properties. Each
Borrower shall, and shall cause its Subsidiaries to,
mai ntai n and keep its properties in such repair, working
order and condition, and make or cause to be made all such
needful and proper repairs, renewal s and repl acenents
thereto, as in the judgment of such Borrower are necessary
and in the interests of such Borrower; provided, however,
that nothing in this Section 5.03 shall prevent such
Borrower (or any Subsidiary thereof) from selling,
abandoni ng or otherw se di sposing of any of its respective
properties or discontinuing a part of its respective
busi nesses fromtinme to tinme if, in the judgment of such
Borrower, such sale, abandonment, disposition or
di sconti nuance i s advi sabl e.

SECTION 5.04. oligations and Taxes. Each
Borrower shall pay its |Indebtedness and other obligations
promptly and in accordance with their terns and pay and
di scharge all taxes upon or against it, or against its
properties, in each case prior to the date on which
penal ties attach thereto, unless and to the extent that any
such obligation or tax is being contested in good faith and
adequate reserves with respect thereto are maintained in
accordance wth GAAP.

SECTION 5.05. Insurance. Each Borrower shall
and shall cause its consolidated Subsidiaries to, insure and
keep insured, in each case with reputable insurance
conpani es, so nuch of its respective properties to such an
extent and agai nst such risks, or in lieu thereof, in the
case of any Borrower, maintain or cause to be maintained a
system or systens of self-insurance, as is customary in the
case of corporations engaged in the sane or simlar business
or having simlar properties simlarly situated.

SECTION 5.06. Existence; Businesses and
Properties. (a) Each Borrower shall do or cause to be done
all things necessary to preserve, renew and keep in ful



force and effect its legal existence in its jurisdiction of
i ncorporation, except as otherw se expressly permtted under
Section 6.02.

(b) Each Borrower shall do or cause to be done
all things necessary to obtain, preserve, renew, extend and
keep in full force and effect the rights, licenses, permts,
franchi ses, authorizations, patents, copyrights, trademarks
and trade nanmes material to the conduct of its business as
its Board of Directors shall determine in its judgnent.

SECTION 5.07. Conpliance with Laws. (a) Each
Borrower shall conply in all material respects with al
applicable | aws, rules, regulations and orders of any
Covernmental Authority to which it is subject, whether now
in effect or hereafter enacted, such that no failure so to
conply will result in the levy of any penalty or fine which
shal | have a Material Adverse Effect.

(b) Each Borrower shall conmply in all material
respects with the applicable provisions of ERI SA and al
other related applicable laws and furnish to the Agent and
each Lender (i) as soon as possible, and in any event within
30 days after any Responsible Oficer of such Borrower or
any ERI SA Affiliate either knows or has reason to know t hat
any ERI SA Event has occurred that alone or together with any
ot her ERI SA Event woul d reasonably be expected to result in
l[iability of such Borrower to the PBGC in an aggregate
amount exceedi ng $25, 000, 000, a statenent of a Financia
Oficer setting forth details as to such ERI SA Event and the
action proposed to be taken with respect thereto, together
with a copy of the notice, if any, of such ERI SA Event given
to the PBGC or other CGovernnental Authority, (ii) pronptly
after receipt thereof, a copy of any notice such Borrower or
any ERI SA Affiliate may receive fromthe PBGC or other
CGovernmental Authority relating to the intention of the PBGC
or other CGovernmental Authority to term nate any Plan or
Plans (other than a Plan maintai ned by an ERI SA Affiliate
which is considered an ERISA Affiliate only pursuant to sub
section (m or (o) of Section 414 of the Code), or any
Foreign Plan or Foreign Plans, or to appoint a trustee to
adm ni ster any Plan or Plans, or any Foreign Plan or Foreign
Plans, (iii) within 10 days after the due date for filing
with the PBGC pursuant to Section 412(n) of the Code of a
notice of failure to make a required installnment or other
paynment with respect to a Plan, a statenent of a Financi al
Oficer setting forth details as to such failure and the
action proposed to be taken with respect thereto, together
with a copy of such notice given to the PBGC and
(iv) pronptly and in any event within 30 days after receipt
t hereof by such Borrower or any ERISA Affiliate fromthe
sponsor of a Miltienployer Plan, a copy of each notice
recei ved by such Borrower or ERI SA Affiliate concerning
(A) the inposition of Wthdrawal Liability in excess of
$25, 000, 000 or (B) a determnation that a Muiltienpl oyer Plan
is, or is expected to be, terminated or in reorganization
in each case within the neaning of Title IV of ERI SA, if



such term nation or reorgani zati on woul d reasonably be
expected to result, alone or with any other such termnation
or reorgani zation, in increases in excess of $25,000,000 in
the contributions required to be made to the rel evant Pl an
or Plans.

SECTION 5.08. Litigation and O her Notices. Each
Borrower shall furnish to each Agent pronpt witten notice
upon its becom ng aware of any of the follow ng:

(a) any Event of Default or Default, specifying
the nature and extent thereof and the corrective action (if
any) proposed to be taken with respect thereto;

(b) the filing or conmrencenent of, or any threat
or notice of intention of any person to file or conmence,
any action, suit or proceeding, whether at law or in equity
or by or before any Governnental Authority, against it or
any of its Subsidiaries which would reasonably be expected
toresult in a Material Adverse Effect; and

(c) any other devel opment that has resulted in, or
woul d reasonably be expected to result in, a Mteria
Adverse Effect.

SECTION 5.09. Borrowi ng Subsidiaries. Al coa
shal | cause each Borrowi ng Subsidiary at all tinmes to be a
whol | y- owned Subsi di ary.

ARTI CLE VI. NEGATI VE COVENANTS

Each Borrower covenants and agrees with each
Lender that, so long as this Agreement shall remain in
effect or the principal of or interest on any Loan, any Fees
or any other expenses or anounts payable in connection
herewith shall be unpaid, unless the Required Lenders shal
ot herwi se consent in witing, such Borrower will not:

SECTION 6.01. Liens. (a) Create or incur, or
permt any Restricted U.S. Subsidiary (in the case of Al coa
and the Borrow ng Subsidiaries) or Restricted Australian
Subsidiary (in the case of Alcoa of Australia) to create or
i ncur, any Lien on its property or assets (including stock
or other securities of any person, including any of its
Subsi di ari es) now or hereafter acquired by it or on any
i ncome or revenues or rights in respect thereof, securing
| ndebt edness for borrowed noney, without ratably securing
t he Loans; provided, however, that the foregoing shall not
apply to the foll ow ng:

(i) Liens on property or assets of any corporation
existing at the time such corporation becones a
Restricted U S. Subsidiary or a Restricted Australian
Subsi di ary;

(ii) Liens existing on any property or asset at or



prior to the acquisition thereof by such Borrower or a
Restricted U S. Subsidiary or Restricted Australian
Subsi di ary, Liens on any property or asset securing the
paynment of all or any part of the purchase price of
such property or asset, Liens on any property or asset
securing any I ndebtedness incurred prior to, at the
time of or within 180 days after the acquisition of
such property or asset for the purpose of financing all
or any part of the purchase price thereof or Liens on
any property or asset securing any |Indebtedness
incurred for the purpose of financing all or any part
of the cost to such Borrower, Restricted U S.
Subsidiary or Restricted Australian Subsidiary of

i mprovenents thereto;

(iii) Liens securing Indebtedness (A) of a
Restricted U S. Subsidiary owing to Alcoa or to another
Restricted U S. Subsidiary, or (B) of a Restricted
Australian Subsidiary owing to Alcoa of Australia or to
anot her Restricted Australian Subsidiary;

(iv) Liens existing at the date of this Agreement
and set forth on Schedul e 6.01(a);

(v) Liens on property of a person existing (or, in
the case of Alumax Inc., that shall have existed) at
the time such person is nmerged into or consolidated
with Alcoa or a Restricted U S. Subsidiary or Al coa of
Australia or a Restricted Australian Subsidiary or at
the time such person becones a subsidiary of Al coa or
Al coa of Australia through the direct or indirect
acqui sition of capital stock of such person by Al coa or
Al coa of Australia or at the tine of a sale, |ease or
ot her disposition of the properties of a person as an
entirety or substantially as an entirety to Al coa or a
Restricted U S. Subsidiary or Alcoa of Australia or a
Restricted Australian Subsidiary;

(vi) Liens on any property owned by Al coa or any
Restricted U S. Subsidiary, or by Al coa of Australia or
any Restricted Australian Subsidiary, in favor of the
United States of America or the Commonweal th of
Australia or any state thereof, or any departnent,
agency or instrumentality or political subdivision of
the United States of Anerica or the Commonweal t h of
Australia or any State thereof, or in favor of any
ot her country, or any political subdivision thereof, to
secure partial, progress, advance or other paynents
pursuant to any contract or statute or to secure any
| ndebt edness incurred for the purpose of financing al
or any part of the purchase price or the cost of
construction of the property subject to such Liens; and

(vii) any extension, renewal or replacement (or
successi ve extensions, renewals or replacenments) in
whole or in part of the Liens referred to in
clauses (i) through (vi) of this Section 6.01(a);



provi ded, however, that each such extension, renewal or
replacenment is limted to all or a part of the property
whi ch secured the Lien so extended, renewed or replaced
(and any i nprovenents thereon).

(b) Notwi thstanding paragraph (a) of this
Section 6.01 and in addition to the Liens permtted
t hereunder, each Borrower, any Restricted U S. Subsidiary
and any Restricted Australian Subsidiary may create or incur
Li ens whi ch woul d ot herwi se be subject to the foregoing
restrictions to secure |Indebtedness for borrowed nmoney in an
aggregate anount which does not at the tine exceed (i) in
the case of Alcoa, the Borrowi ng Subsidiaries and their
Restricted U S. Subsidiaries, 10% of the Consolidated Net
Tangi bl e Assets of Alcoa and its consolidated Subsidiaries
at such time, and (ii) in the case of Alcoa of Australia and
its Restricted Australian Subsidiaries, 10% of Consolidated
Net Tangi bl e Assets of Alcoa of Australia and its
consol i dat ed Subsidiaries at such tine.

SECTION 6.02. Consolidation, Merger, Sale of
Assets, etc. Consolidate or merge with or into any other
person or sell, lease or transfer all or substantially all
of its property and assets, or agree to do any of the
foregoing, unless (a) no Default or Event of Default has
occurred and is continuing or would result inmmediately after
giving effect thereto, (b) if such Borrower is not the
surviving corporation or if such Borrower sells, |eases or
transfers all or substantially all of its property and
assets, the surviving corporation or person purchasing or
bei ng | eased the assets agrees to be bound by the terns and
provi sions applicable to such Borrower hereunder, and
(c)(i) in the case of Alcoa, inmediately after such
transaction, individuals who were directors of Al coa during
the twel ve month period prior to such nerger, sale or |ease
(together with any replacenent or additional directors whose
el ection was reconmended by or who were el ected by a
majority of directors then in office) constitute the Board
of Directors of the surviving corporation or the person
purchasing or being | eased the assets and (ii) in the case
of a Borrow ng Subsidiary, (A) the surviving corporation or
t he person purchasing or being | eased the assets is a wholly-
owned Subsidiary of Alcoa and (B) if the surviving
corporation or such person is not Al coa, Alcoa agrees to
guarantee pursuant to Article VII1 the obligations of such
person under this Agreenent.

SECTION 6.03. Financial Undertaking. (a) 1In
the case of Alcoa, permt the aggregate principal anount of
(a) the Indebtedness of Alcoa and its consolidated
Subsidiaries, after elimnating interconmpany itens, plus
(b) all other liabilities of Alcoa and its consoli dated
Subsidiaries, after elimnating interconpany itens, in
respect of any guarantee or endorsenent (except the
endor senent of negotiabl e instrunents for deposit or
collection or simlar transactions in the normal course of
busi ness) of the Indebtedness of any person to exceed 150%



of Consolidated Net Worth of Alcoa and its consoli dated
Subsi di ari es.

(b) In the case of Alcoa of Australia, permt the
aggregate princi pal amount of (a) the Indebtedness of Al coa
of Australia and its consolidated Subsidiaries, after
elimnating interconpany itens, plus (b) all other
liabilities of Alcoa of Australia and its consolidated
Subsidiaries, after elimnating interconpany itens, in
respect of any guarantee or endorsenent (except the
endor senent of negotiabl e instrunents for deposit or
collection or simlar transactions in the normal course of
busi ness) of the Indebtedness of any person to exceed 150%
of Consolidated Net Wrth of Alcoa of Australia and its
consol i dat ed Subsi di ari es.

SECTION 6.04. Change in Business. |In the case
of either Alcoa or Alcoa of Australia, make or permt any
substantial change in the general nature of the business
carried on by such Borrower and its consol i dated
Subsidiaries as at the date hereof, including any such
alteration arising froman acquisition, which would
reasonably be expected to result in a Material Adverse
Ef f ect.

ARTI CLE VI'l. EVENTS OF DEFAULT

In case of the happening of any of the follow ng
events ("Events of Default"):

(a) any Borrower shall default in the paynent when
due of any principal of any Loan and, if such default shal
result fromthe failure of any third party paynents system
used by such Borrower, such default shall continue for a
peri od of two Busi ness Days;

(b) any Borrower shall fail to pay when due any
interest, Fee or other anpunt payabl e under this Agreenent
or Alcoa shall fail to pay any anount due under Article VII
upon demand therefor, and, in each case, such failure shal
continue for a period of five Business Days;

(c) any representation or warranty nade in
Section 3.09 shall prove to have been false or msleading in
any material respect as of the time when nade (including by
om ssion of material information necessary to make such
representation or warranty not m sl eading); or any other
representation or warranty nmade by a Borrower under this
Agreenent or any statenment nmade by a Borrower in any
financial statenment, certificate, report, exhibit or
docunent furni shed by or on behal f of such Borrower in
connection with this Agreenent shall prove to have been
false or misleading in any material respect as of the time
when made and, if such representation or warranty is able to
be corrected, such representation or warranty i s not
corrected within 20 days after such Borrower's know edge



that it was fal se or m sl eading;

(d) any Borrower shall default in the perfornmance
or observance of any covenant contained in Section 5.02
5.06(a), Section 5.08(a) or Article VI;

(e) any Borrower shall default in the perfornmance
or observance of any covenant or agreenent under this
Agreenent (other than those specified in paragraphs (a), (b)
and (d) above) and such default shall continue for a period
of 10 Business Days, in the case of