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CONSOLIDATED BALANCE SHEET

September December

30, 31,
1995 1994
(Unaudited)
(In millions of
dollars)
ASSETS
Current assets:
Cash and cash equivalents $ 100.2 $ 84.6
Marketable securities 30.4 40.3
Receivables:
Trade, net of allowance for doubtful
accounts of $4.9 and $4.4 at
September 30, 1995 and December
31, 1994, respectively 234.6 176.8
Other 72.0 62.9
Inventories 609.9 541.4
Prepaid expenses and other current assets 99.0 185.3
Total current assets 1,146.1 1,091.3

Property, plant and equipment, net of

accumulated depreciation of $653.7 and

$579.9 at September 30, 1995 and December

31, 1994, respectively 1,190.9 1,231.6
Timber and timberlands, net of depletion of

$135.6 and $123.9 at September 30, 1995 and

December 31, 1994, respectively 3155 325.2
Investments in and advances to unconsolidated

affiliates 197.1 169.7
Deferred income taxes 438.1 425.6
Long-term receivables and other assets 479.4 447.4

$ 3,767.1 $ 3,690.8

LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:

Accounts payable $ 1565 $ 161.8
Accrued interest 25.9 62.0
Accrued compensation and related benefits 122.4 138.3
Other accrued liabilities 164.6 200.2
Payable to affiliates 87.5 81.8
Long-term debt, current maturities 29.7 33.7
Total current liabilities 586.6 677.8
Long-term debt, less current maturities 1,620.3 1,582.5
Accrued postretirement benefits 747.6 743.1
Other noncurrent liabilities 698.2 618.4
Total liabilities 3,652.7 3,621.8

Commitments and contingencies

Minority interests 218.2 344.3
Stockholders' deficit:
Preferred stock, $.50 par value; 12,500,000
shares authorized; Class A $.05 Non-
Cumulative Participating Convertible
Preferred Stock; shares issued:
September 30, 1995 - 669,756 and
December 31, 1994 - 669,957 .3 .3
Common stock, $.50 par value; 28,000,000
shares authorized; shares issued:

10,063,359 5.0 5.0
Additional capital 153.4 53.2
Accumulated deficit (231.6) (302.9)
Pension liability adjustment (11.4) (11.9)

Treasury stock, at cost (shares held:
preferred - 845; common: September 30,
1995 - 1,355,567 and December 31, 1994
-1,355,768) (19.5) (19.5)

Total stockholders' deficit (103.8) (275.3)

$ 3,767.1 $ 3,690.8




CONSOLIDATED STATEMENT OF OPERATIONS
(IN MILLIONS OF DOLLARS, EXCEPT SHARE AMOUNTYS)

Three Months En
September 30,

Net sales:
Aluminum operations

Forest products operations

Real estate operations

Costs and expenses:

Costs of sales and operations

(exclusive of
depreciation and
depletion):
Aluminum operations
Forest products
operations

Real estate operations

Selling, general and

administrative expenses
Depreciation and depletion

Operating income

Other income (expense):
Investment, interest and

other income (expense)

Interest expense

Income (loss) before income taxes,

minority interests and
extraordinary item
Credit (provision) for income

taxes (1.8)

Minority interests

Income (loss) before extraordinary
item 10.7

Extraordinary item:

Loss on early extinguishment

of debt, net of related

benefit for income taxes

of $2.9

Net income (loss)

Per common and common equivalent

share:

Income (loss) before
extraordinary item

Extraordinary item

Net income (loss)

$ 550.3 $ 46

ded Nine Months Ended
September 30,

naudited)
1.1 $1,646.7 $1,335.7

0.7 1809 180.4
31 650 616

6.0 1,329.8 1,222.8

16 96.0 9538
8.2 484 464

1.4 1405 1223
8.7 91.0 899

45 87 (32)
43) (136.1) (132.0)

0.8) 59.5 (134.7)

22 (4.6) 580
6.3) (19.8) (15.9)

49)$ 35.1 $ (98.0)

58)$ 371 $ (9.80)
- - (57)

58)$ 3.71 $(10.37)




CONSOLIDATED STATEMENT OF CASH FLOWS
(IN MILLIONS OF DOLLARS)

Nine Months Ended
September 30,

1995 1994
(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ 35.1 $ (98.0)
Adjustments to reconcile net income (loss) to net
cash provided by (used for) operating
activities:
Depreciation and depletion 91.0 89.9
Minority interests 19.8 15.9
Amortization of deferred financing costs and
discounts on long-term debt 14.3 14.6
Net sales (purchases) of marketable
securities 89 (6.5
Amortization of excess investment over
equity in net assets of unconsolidat ed
affiliates 8.7 8.7
Equity in losses (income) of unconsolidat ed
affiliates (17.1) 2.8
Net gains on marketable securities (6.0) (2.6)
Extraordinary loss on early extinguishmen t
of debt, net - 5.4
Decrease in prepaid expenses and other
assets 78.2 2.7
Increase in payable to affiliates and oth er
liabilities 9.0 6.3
Decrease (increase) in receivables (72.9) 16.1
Decrease (increase) in inventories (68.6) 10.3
Decrease in accrued interest (33.1) (25.49)
Increase in accrued and deferred income
taxes (11.1) (57.1)
Increase (decrease) in accounts payable (4.8) .9
Other 5.6 (2.6)
Net cash provided by (used for)
operating activities 57.0 (18.6)
CASH FLOWS FROM INVESTING ACTIVITIES:
Net proceeds from disposition of property and
investments 24.8 8.5
Capital expenditures (63.9) (53.1)
Other (.6) (4.7
Net cash used for investing activiti es (39.7) (49.3)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net borrowings (payments) under revolving cred it
agreements 53.0 (193.9)
Proceeds from issuance of long-term debt 7.2 2255
Repurchase of and principal payments on long-t erm
debt (35.3) (31.0)
Dividends paid to Kaiser's minority preferred
stockholders (18.4) (13.8)
Redemption of preference stock (8.8) (8.5
Incurrence of financing costs (1.1) (19.4)
Proceeds from issuance of Kaiser preferred sto ck - 100.4
Other 1.7 .9
Net cash provided by (used for)
financing activities (1.7) 60.2

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S 156 (7.7)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 84.6 83.9

CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 100.2 $ 76.2

SUPPLEMENTARY SCHEDULE OF NON-CASH INVESTING AND
FINANCING ACTIVITIES:
Net margin borrowings (repayments) for marketa ble
securities $ (6.9)% 10.0
Reduction of stockholders' deficit due to



redemption of Kaiser preferred stock 134.3

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Interest paid, net of capitalized interest $ 154.8 $ 142.8
Income taxes paid, net 214 120



CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENT S
(IN MILLIONS OF DOLLARS, EXCEPT SHARE AMOUNTYS)

1. GENERAL

The information contained in the following notegtie consolidated financial statements is condefreed that which would appear in the
annual consolidated financial statements; accolglitige consolidated financial statements inclubdeckin should be reviewed in conjunction
with the consolidated financial statements andedlaotes thereto contained in the Annual Repofarm 10-K filed by MAXXAM Inc.

with the Securities and Exchange Commission foffifoal year ended December 31, 1994 (the "ForrK')OAIl references to the
"Company" include MAXXAM Inc. and its subsidiary mpanies unless otherwise indicated or the contelitates otherwise. Accounting
measurements at interim dates inherently involeatgr reliance on estimates than at year end. 8hdts of operations for the interim peri
presented are not necessarily indicative of theltet be expected for the entire year.

The consolidated financial statements includedihene unaudited; however, they include all adjusita of a normal recurring nature which,
in the opinion of management, are necessary t@ptdairly the consolidated financial position bétCompany at September 30, 1995, the
consolidated results of operations for the threkrd@ne months ended September 30, 1995 and 199dcarsdlidated cash flows for the nine
months ended September 30, 1995 and 1994. Ceetaassifications of prior period information haveeh made to conform to the current

presentation.
2. CASH AND CASH EQUIVALENTS

At September 30, 1995 and December 31, 1994, casbash equivalents includes $4.7 and $19.4, réspbg which is restricted for debt
service payments on the 7.95% Timber Collateralldetes due 2015.

3. INVENTORIES

Inventories consist of the following:

September December
30, 31,
1995 1994

Aluminum Operations:

Finished fabricated products $ 70.1% 494

Primary aluminum and work in process 207.3 203.1
Bauxite and alumina 134.1 102.3
Operating supplies and repair and maintenance
parts 119.1 113.2
530.6 468.0
Forest Products Operations:
Lumber 64.2 61.3
Logs 151 121
79.3 734

$ 609.9% 5414

4. LONG-TERM DEBT
Long-term debt consists of the following:

September December

30, 31,
1995 1994
Corporate:
14% Senior Subordinated Reset Notes due May 20
2000 $ 25.0 $ 25.0
12 1/2% Subordinated Debentures due December 1 5,
1999, net of discount 16.4 20.9
Other 2 2
Aluminum Operations:
1994 Credit Agreement 62.4 6.7
9 7/8% Senior Notes due February 15, 2002, net of
discount 223.8 223.6
Alpart CARIFA Loan 60.0 60.0
12 3/4% Senior Subordinated Notes due February 1,
2003 400.0 400.0



Other 64.4 69.2
Forest Products Operations:
7.95% Timber Collateralized Notes due July 20,

2015 350.2 363.8
11 1/4% Senior Secured Notes due August 1, 200 3 100.0 100.0
12 1/4% Senior Secured Discount Notes due Augu st

1, 2003, net of discount 89.7 82.8
10 1/2% Senior Notes due March 1, 2003 235.0 235.0
Other .8 .9

Real Estate Operations:

Secured notes due December 31, 1999, interest at

prime plus 3% 8.0 10.0

Other notes and contracts, secured by
receivables, buildings, real estate and
equipment 14.1 18.1
1,650.0 1,616.2
Less: current maturities (29.7) (33.7)

$1,620.3 $1,582.5

5. CREDIT (PROVISION) FOR INCOME TAXES

The provision for income taxes for the three anenmonths ended September 30, 1995 includes & oetating to the revision of prior years
tax estimates and other changes in valuation alices

6. PER SHARE INFORMATION

Per share calculations are based on the weightzdg® number of common shares outstanding in esraddpand, if dilutive, weighted
average common equivalent shares assumed to leelifam the exercise of common stock options bape the average price of the
Company's common stock during the period.

7. CONTINGENCIES

Environmental Contingencies

Kaiser Aluminum Corporation ("Kaiser," a majoritwned subsidiary of the Company) and its principsrating subsidiary, Kaiser
Aluminum & Chemical Corporation ("KACC"), are subjdo a wide variety of environmental laws and tagjans and to fines or penalties
assessed for alleged breaches of the environmantaland to claims and litigation based on suclsld@ACC is currently subject to a
number of lawsuits under the Comprehensive Enviemtal Response, Compensation and Liability Act380, as amended by the Superf
Amendments Reauthorization Act of 1986 ("CERCLAfJaalong with certain other entities, has beeneathas a potentially responsible
party for remedial costs at certain third-partgsilisted on the National Priorities List under CHR.

Based on Kaiser's evaluation of these and othaéramaental matters, Kaiser has established enviestah accruals primarily related to
potential solid waste disposal and soil and growatdwremediation matters. At September 30, 19%5b#hance of such accruals, which is
primarily included in other noncurrent liabilitiesas $39.7. These environmental accruals repré&gsér's estimate of costs reasonably
expected to be incurred based on presently endaitesdand regulations, currently available factsstaxg technology and Kaiser's assessment
of the likely remediation action to be taken. Kaisgpects that these remediation actions will kerieover the next several years and
estimates that annual expenditures to be chargé$e environmental accruals will be approxima#dy0 to $12.0 for the years 1995
through 1999 and an aggregate of approximately0fthkreafter.

As additional facts are developed and definitiveediation plans and necessary regulatory appré@almplementation of remediation are
established or alternative technologies are deeelophanges in these and other factors may resatttual costs exceeding the current
environmental accruals. Kaiser believes thatie&sonably possible that costs associated witte thiegironmental matters may exceed cui
accruals by amounts that could range, in the aggeegp to approximately $22.0. While uncertaingiesinherent in the final outcome of
these environmental matters, and it is presentfyossible to determine the actual costs that ulgtgahay be incurred, management currently
believes that the resolution of such uncertairgiesuld not have a material adverse effect on thegamy's consolidated financial position or
results of operations.

Asbestos Contingencies

KACC is a defendant in a number of lawsuits in viahiice plaintiffs allege that certain of their irigs were caused by, among other things,
exposure to asbestos during, and as a resulteif,@mployment or association with KACC or exposiar@roducts containing asbestos
produced or sold by KACC. The lawsuits generallgteto products KACC has not manufactured foeast 15 years. At October 31, 1995,
the number of such lawsuits pending was approxiya 200, as compared to 31,700 at June 30, 198EC has been advised by its
regional counsel that, although there can be narasse, the recent increase in pending lawsuitslmeagttributable in part to tort reform
legislation in Texas which was passed by the laegiisk in March 1995 and which became effective ept&nber 1, 1995. The legislation,
among other things, is designed to restrict, bagmSeptember 1, 1995, the filing of cases in Tekasdo not have a sufficient nexus to that
jurisdiction, and to impose, generally as of Sefterrl, 1996, limitations relating to joint and sefdiability in tort cases. A substanti

portion of the asbest-related lawsuits that were filed and served on KAfeGveen June 30, 1995, and October 31, 1995, filedlen Texas



prior to September 1, 1995.

Based on past experience and reasonably anticifgttee activity, KACC has established an accroaldstimated asbestos-related costs for
claims filed and estimated to be filed and setttedugh 2008. KACC's accrual was calculated basetth® current and anticipated number of
asbestos-related claims, the prior timing and artsoohasbestos-related payments, the currentstai@se law related to asbestos claims, and
the advice of counsel. Accordingly, an asbestostedl cost accrual of $155.3 ($134.6 at June 3(5)18@fore considerations for insurance
recoveries, is included primarily in other noncutrkabilities at September 30, 1995. KACC estirsdteat annual future cash payments in
connection with such litigation will be approximit&11.0 to $19.0 for each of the years 1995 thhol@99, and an aggregate of
approximately $90.8 thereafter through 2008. KAGEsInot presently believe there is a reasonable fmestimating such costs beyond
2008 and, accordingly, no accrual has been recdatesiich costs which may be incurred beyond 2008.

KACC believes that it has insurance coverage avigilto recover a substantial portion of its asbesétated costs. While claims for recovery
from some of KACC's insurance carriers are curyesitbject to pending litigation and other carriease raised certain defenses, KACC
believes, based on prior insurance-related recesénirespect of asbestos-related claims, exigigrance policies, and the advice of
counsel, that substantial recoveries from the aste carriers are probable. Accordingly, an es@ichaggregate insurance recovery of $134.7
($120.6 at June 30, 1995), determined on the sasis hs the asbestos- related cost accrual, ideztprimarily in longterm receivables ar
other assets at September 30, 1995.

While uncertainties are inherent in the final omeoof these asbestos matters and it is presenplgssible to determine the actual costs that
ultimately may be incurred and the insurance redesdhat will be received, management currentliebes that, based on the factors
discussed in the preceding paragraphs, the resolafithe asbestos- related uncertainties anchtherence of asbestos-related costs net of
related insurance recoveries should not have arialaelverse effect on the Company's consolidatexhtial position or results of operatio

Other Contingencies

By letter dated November 1, 1995, the Enforcemdfit©of the United States Department of TreasuBffice of Thrift Supervision ("OTS")
advised that, subject to final approval by theragtirector of the OTS, the OTS intends to issuet&e of charges against the Company after
30 days from the date of the letter. It is the Camys understanding that other individuals andiestinvolved in the investigation of the
failure of United Savings Association of Texas (AJS), a wholly owned subsidiary of United Financtatoup Inc. ("UFG"), have received
similar notices from the OTS. Although the OTS hatsformally articulated any claims against the @amy, the Enforcement Office of the
OTS has stated that the charges may include, awtbeg things, claims that the Company had a dutpamtain the net worth of USAT and
that the Company is liable for the alleged unsafi @nsound practices of others. The Company démése charges and believes it has
meritorious defenses in this matter. It is prematorassess the impact, if any, the outcome ofhtliger may have on the Company's
consolidated financial position or results of opierss.

The Company is involved in various other claim#daits and other proceedings relating to a widéetyaof matters. While uncertainties are
inherent in the final outcome of such matters ansl presently impossible to determine the actoatsthat ultimately may be incurred,
management currently believes that the resolutfmuch uncertainties and the incurrence of suctsad®uld not have a material adverse
effect on the Company's consolidated financial iosior results of operations.

8. DERIVATIVE FINANCIAL INSTRUMENTS AND RELATED HEDBGING PROGRAMS

KACC enters into primary metal hedging transactiaith off-balance sheet risk in the normal courbbusiness. The prices realized by
Kaiser under certain sales contracts for aluminayary aluminum and fabricated aluminum productsvall as the costs incurred by Kaiser
on certain items, such as aluminum scrap, rollingpt, power and bauxite, fluctuate with the magkéte of primary aluminum, together
resulting in a "net exposure" of earnings. The priymmetal hedging transactions are designed t@atéithe net exposure of earnings to
declines in the market price of primary aluminunhjles retaining the ability to participate in favbia environments that may materialize.
KACC has developed strategies which include forvwealegs of primary aluminum at fixed prices andpghechase or sale of options for
primary aluminum. In this regard, in respect ofrémaining 1995 anticipated net exposure, at Septe30, 1995, KACC had net forward
sales contracts for 53,875 tons (all referencésrts in this report refer to metric tons of 2,20@d&inds) of primary aluminum at fixed prices,
had purchased call options in respect of 17,256 ¢dprimary aluminum, had purchased put optionsstablish a minimum price for 48,375
tons of primary aluminum, and had entered intoayptiontracts that established a price range f&@2tons of primary aluminum. In respect
of its 1996 anticipated net exposure, at Septerddet 995, KACC had sold forward 11,100 tons of @riynaluminum at fixed prices.

KACC also enters into hedging transactions in tvenal course of business that are designed to esithiexposure to fluctuations in foreign
exchange rates. At September 30, 1995, KACC hatbneard foreign exchange contracts totaling appnately $125.9 for the purchase of
174.0 Australian dollars through April 1997.

At September 30, 1995, the net unrealized gain AE&'s position in aluminum forward sales and optiontracts (based on a market price
of $1,773 per ton of primary aluminum) and forwértkign exchange contracts was $9.1.

KACC has established margin accounts with its cenpatrties related to forward aluminum sales antomontracts. KACC is entitled to
receive advances from counterparties related tealized gains and, in turn, is required to makegneadeposits with counterparties to cover
unrealized losses related to these contracts. pteSer 30, 1995, KACC had $2.5, compared with®50December 31, 1994, on deposit
with a counterparty in respect of such contrack&st amounts are recorded in prepaid expensestardcarrent asset



9. STOCKHOLDERS' DEFICIT

On September 19, 1995, Kaiser redeemed all 1,93&28s Series A Mandatory Conversion Premium Bérid Preferred Stock (the "Series
A Shares"). Redemption of the Series A Sharestazbin the simultaneous redemption of all 19,382 855 Depositary Shares (the
"Depositary Shares") in exchange for (i) 13,126,5B4res of Kaiser's common stock,

(i) an amount in cash equal to all accrued andhichdividends up to and including the day immedyapeior to the redemption date, and (iii)
cash in lieu of any fractional shares of commomlstbat would have otherwise been issuable.

In May of 1995, the Company sold the remaining B#aoy Shares that it owned on December 31, 1994 Fesult, the shares of Kaiser's
common stock which were issued upon redemptioh®@Series A Shares are held by minority stockheldEne Company has recorded 1(
of the losses attributable to Kaiser's common stiege July 1993, as Kaiser's cumulative lossesititr that date had eliminated Kaiser's
equity with respect to its common stock. The rediéonpof Kaiser's Series A Shares decreased Kaseferred equity, and reduced Kaiser's
deficit in common equity, by $134.3. AccordingliietCompany recorded an adjustment to reduce therityiinterests reflected on its
consolidated balance sheet for that same amouitit amioffsetting decrease in the Company's stoddms| deficit.



MAXXAM INC.
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following should be read in conjunction witke tiesponse to Part I, Iltem 1 of this Report antidt& and 8 of the Form 10-K. Any
capitalized terms used but not defined in this Iteve the same meaning given to them in the Ford.10

RESULTS OF OPERATIONS

The Company operates in three industries: alumiribirough its majority owned subsidiary Kaiser, Byfintegrated aluminum producer;
forest products, through MAXXAM Group Inc. ("MGI§nd its wholly owned subsidiaries, principally Tacific Lumber Company ("Paci
Lumber") and Britt Lumber Co., Inc. ("Britt"); anéal estate investment and development, princightiyugh MAXXAM Property Company
and various other wholly owned subsidiaries.

ALUMINUM OPERATIONS

Kaiser's operating results are sensitive to chaimgpsces of alumina, primary aluminum and fabiéchaluminum products, and also depend
to a significant degree upon the volume and mialbproducts sold and on hedging strategies. Katkesugh its principal subsidiary KACC,
operates in two business segments: bauxite andradyand aluminum processing. Aluminum operatiareoant for a significant portion of
the Company's revenues and operating results.dllosvfng table presents selected operational amahitial information for the three and
nine months ended September 30, 1995 and 1994nfdrenation presented in the table is in milliorfsdollars except shipments and prices.

Three Months En ded Nine Months Ended
September 30, September 30,
1995 19 94 1995 1994
Shipments: (1)
Alumina 4715 53 49 1,494.6 1,577.3
Aluminum products:
Primary aluminum 73.0 4 8.4 1845 175.8
Fabricated aluminum
products 90.4 10 5.4 2843 307.1
Total aluminum
products 163.4 15 3.8 468.8 482.9
Average realized sales price:
Alumina (per ton) $ 206 $ 171 $ 203$ 162
Primary aluminum (per pound) .83 .60 .82 .56
Net sales:
Bauxite and alumina:
Alumina $ 972 % 9 15 $ 303.8% 255.3
Other (2) (3) 223 1 9.8 65.3 60.6
Total bauxite and
alumina 1195 11 1.3 369.1 3159
Aluminum processing:
Primary aluminum 1334 6 41 3350 218.2
Fabricated aluminum
products 293.0 28 1.9 929.0 790.8
Other (3) 4.4 3.8 13.6 108
Total aluminum
processing 430.8 34 9.8 1,277.6 1,019.8
Total net
sales $ 550.3 $ 46 1.1 $1,646.7 $1,335.7
Operating income (loss) $ 548 % ( 5.4)$ 153.9% (42.2)

Income (loss) before income taxes,
minority interests and

extraordinary item $ 231 % (2 8.4)$ 73.0%(105.4)
Capital expenditures $ 261 % 1 58 $ 53.2% 375
(1) Shipments are expressed in thousands of metric tons. A metric ton is

equivalent to 2,204.6 pounds.

(2) Includes net sales of bauxite.

(3) Includes the portion of net sales attributable to minority interests
in consolidated subsidiaries.



Net sales

Bauxite and alumina. Revenues from net sales td ffarties for the bauxite and alumina segment wegséigher in the third quarter of 1995
than in the third quarter of 1994, and were 17%éign the nine months ended September 30, 19%6inh&e nine months ended September
30, 1994. Revenues from alumina increased 6% ithihe quarter of 1995 from the third quarter 0B49and increased 19% in the nine
months ended September 30, 1995 from the nine re@mitied September 30, 1994, due to higher avesatiead prices partially offset by
lower shipments.

Aluminum processing. Revenues from net sales td fiarties for the aluminum processing segment &8% higher in the third quarter of
1995 than in the third quarter of 1994, and wef@ 2figher in the nine months ended September 3G &8 in the nine months ended
September 30, 1994. Revenues from primary alumiimeneased 108% in the third quarter of 1995 fromtttird quarter of 1994, and
increased 54% in the nine months ended Septembh&©96 from the nine months ended September 36, A& primarily to higher average
realized prices and higher shipments. The incremss/enues for the first nine months of 1995 wasiglly offset by decreased shipments
caused by the strike by the United Steelworkeisroérica ("USWA") discussed below. Shipments of @iynaluminum to third parties were
approximately 45% and 39% of total aluminum prodwsttipments in the third quarter of 1995 and ninatims ended September 30, 1995,
respectively, compared with approximately 31% a&%3n the third quarter of 1994 and nine monthseenBieptember 30, 1994,
respectively. Revenues from fabricated aluminundpets increased 4% in the third quarter of 199&ftbe third quarter of 1994, and
increased 17% in the nine months ended Septemh&©96 from the nine months ended September 36, A& to higher average realized
prices partially offset by lower shipments for mokthese products.

Operating income (loss)

Kaiser's corporate general and administrative esgenf $20.5 million and $18.0 million for the thigjuarter of 1995 and 1994, respectively,
and $57.9 million and $53.4 million for the nine mios ended September 30, 1995 and 1994, respgctivele allocated by the Company to
the bauxite and alumina and aluminum processinmeats based on those segments' ratio of salesftliated customers.

Improved operating results in the third quartet @5 were partially offset by expenditures reldte®aiser's joint venture in China (see --
Financial Condition and Investing and Financingi¥ities-- Aluminum Operations), accelerated expémgis on Kaiser's micromill
technology, maintenance expenses as a result@eatrical lightning strike at Kaiser's Trentwo®dashington, facility, and a work
slowdown at Kaiser's 49%-owned Kaiser Jamaica Bauxompany prior to signing a new labor contrabie Tombined impact of these
expenditures on the results for the third quartdrd®5 was approximately $6.0 million (on a pre-tesis). Improved operating results in the
nine months ended September 30, 1995 were partififigt by (i) an eight-day strike at five majomadestic locations by the USWA, (i) a six-
day strike by the National Workers Union at Kas@&5%-owned Alpart alumina refinery in Jamaica, @iida four- day disruption of
alumina production at Alpart caused by a boildlufa. The combined impact of these events on thealtefor the nine months ended
September 30, 1995 was approximately $17.0 milliathe aggregate (on a pre-tax basis) principabynflower production volume and other
related costs.

Bauxite and alumina. This segment had operatingnrecof $10.9 million for the third quarter of 19@8mpared with $4.1 million for the
third quarter of 1994, principally due to higheveaue. Operating income for the nine months endgdenber 30, 1995 was $25.1 million,
compared with an operating loss of $5.6 milliontfee nine months ended September 30, 1994, prihcighae to higher revenue, partially
offset by the effect of the strikes and boilerdad.

Aluminum processing. This segment had operatingrire of $43.9 million for the third quarter of 19@®mpared with an operating loss of
$9.5 million for the third quarter of 1994, prineily due to higher revenue. Operating income ferrnme months ended September 30, 1995
was $128.8 million, compared with an operating lok$36.6 million for the nine months ended Septen8, 1994, principally due to higher
revenue, partially offset by the effect of thekstrby the USWA.

Income (loss) before income taxes, minority interesd extraordinary item

Income before income taxes, minority interests extdaordinary item for the three and nine monttaeenSeptember 30, 1995, as compared
to losses for the three and nine months ended ®Bépte30, 1994, resulted from the improvement inrajireg income previously described,
partially offset by other charges in the third daaof 1995, principally related to the establishingf additional litigation reserves.

FOREST PRODUCTS OPERATIONS

The Company's forest products operations are caedury MGI through its principal operating subsigia. MGI's business is highly seasc
in that the forest products business generally gapees lower first and fourth quarter sales duthrgwinter months due largely to the ger
decline in construction related activity. AccordingVGI's results for any one quarter are not neagly indicative of results to be expected
for the full year. The following table presentseséd operational and financial information for theee and nine months ended Septembe
1995 and 1994. The information presented in thie talin millions of dollars except shipments amites.

Three Months En ded Nine Months Ended
September 30, September 30,
1995 19 94 1995 1994

Shipments:
Lumber: (1)



Redwood upper grades 11.5 1

Redwood common grades 48.3 5

Douglas-fir upper grades 1.8
Douglas-fir common
grades and other 21.8 1

Total lumber 83.4 8
Logs (2) 4.8
Wood chips (3) 67.1 5
Average sales price:
Lumber: (4)
Redwood upper grades $ 1,514 $ 1,
Redwood common grades 499

Douglas-fir upper grades 1,261 1,
Douglas-fir common

grades 416
Logs (4) 453
Wood chips (5) 114
Net sales:
Lumber, net of discount $ 523 $ 5
Logs 2.2
Wood chips 7.6
Cogeneration power 9
Other .3

25 350 382
5.8 164.2 160.9
1.7 5.0 6.1

6.0 2575 2531

1.6 6.9 12.0

7.0 166.8 152.2

434 $ 1,510 $ 1,436
472 476 460
431 1,308 1,402

429 395 439
515 462 638
85 102 82

3.5 $ 158.0 $ 156.6
.8 3.2 7.6
48 17.0 125
1.2 1.7 2.7

4 1.0 1.0

0.7 $ 180.9 $ 180.4

98 $ 537 $ 56.3

54 % 727 $ 726

Income (loss) before income taxes,
minority interests and

extraordinary item $ 26 $ 26 $ 26 $ (10.9)
Capital expenditures $ 21 % 35% 6.6 $ 10.0
(1) Lumber shipments are expressed in millions of board feet.

(2) Log shipments are expressed in millions of fee t, net Scribner scale.
(3) Wood chip shipments are expressed in thousands of bone dry units of

2,400 pounds.

(4) Dollars per thousand board feet.

(5) Dollars per bone dry unit.

(6) Operating income before depletion and deprecia
as "EBITDA."

tion, also referred to

Shipments

Lumber shipments to third parties for the third geiaof 1995 decreased from the third quarter &41®ecreased shipments of both common
and upper grade redwood lumber were partially offigencreased shipments of common grade Dougtdasfiber. Log shipments for the

third quarter of 1995 were 4.8 million feet (netiBoer scale), an increase from 1.6 million feettfee third quarter of 1994,

Lumber shipments to third parties for the nine rherended September 30, 1995 increased from themonéhs ended September 30, 1994.
Increased shipments of common grade Douglas-fibkmand redwood common lumber were partially offsetlecreased shipments of upper
grade redwood lumber. Log shipments for the ninatimoended September 30, 1995 were 6.9 million éedécrease from 12.0 million feet
for the nine months ended September 30, 1994.

Net sales

Revenues from net sales for the third quarter 8blificreased as compared to the third quarter @ 1Bhis increase was principally due to
higher sales of wood chips, higher shipments ofrmomgrade Douglas-fir lumber, increased log shigsand an increase in the average
realized price for redwood common lumber, partiaffiset by decreased shipments of common and uppee redwood lumber.

Revenues from net sales for the nine months endpteber 30, 1995 were essentially unchanged fnemnine months ended Septembet
1994. Increased sales of wood chips, higher aveesjzed prices for both upper and common graflesdwood lumber, and increased
shipments of common grade Douglas-fir lumber amldvoend common lumber were mostly offset by decreasguments of logs and upper
grade redwood lumber, lower average realized pfimegs and common grade Douglas-fir lumber, kweer sales of electrical power.

Operating income

Operating income for the third quarter of 1995 #relnine months ended September 30, 1995 decraasmimpared to the same periods in
1994. The decrease for the third quarter of 1995 pvanarily due to higher costs of lumber salestigi#y offset by higher gross margins on
wood chip sales and increased sales of logs. Ttredse for the nine months ended September 30,4&88%rimarily due to lower sales of
logs and higher costs of lumber sales, partialfgaifby higher gross margins on wood chip saleshégiter sales of lumber. Costs of luml



sales for both 1995 periods were unfavorably imgdtly higher purchases of logs from third pariestially offset by improved sawmill
productivity. Cost of goods sold for the nine manéimded September 30, 1995 was reduced by $1i6mroll business interruption insurance
proceeds for the settlement of claims related ¢o/tpril 1992 earthquake.

Income (loss) before income taxes, minority inter@sd extraordinary item

Income (loss) before income taxes, minority intey@sd extraordinary item improved for the nine therended September 30, 1995 as
compared to the same period in 1994, and was ugeldior the third quarters of 1995 and 1994. Ins@ean investment, interest and other
income were offset by the decreases in operaticgnire as discussed above. Investment, interestthediacome (expense) for the nine
months ended September 30, 1994 included agprésss on the litigation settlement of $21.2 ioi| along with a franchise tax refund of ¢
million (the substantial portion of which represahinterest) from the State of California.

REAL ESTATE OPERATIONS

Three Months En

ded Nine Months Ended

September 30, September 30,
1995 19 94 1995 1994
(In mill ions of dollars)
Net sales $ 244 $ 2 31 % 650 9% 616
Operating loss 2.8) ( 26) (6.4) (6.0

Income (loss) before income taxes,
minority interests and
extraordinary item .6 ( 1.7) (9 (3.8)

Net sales

Net sales for the third quarter of 1995 and the months ended September 30, 1995 increased agoedrp the same periods in 19
These increases were primarily due to a bulk sat@redominiums at the Company's Palmas del Martr@s@uerto Rico. In addition, net
sales for the nine months ended September 30, ih8Riles a bulk sale of acreage in Texas. Net $atahe 1994 periods included bulk
acreage sales in New Mexico.

Operating loss

The operating losses for the third quarter of 1888 the nine months ended September 30, 1995 setedightly as compared to the same
periods in 1994. Operating results for the yeagldte period were favorably impacted by the bulk sdlacreage in Texas, offset by higher
overhead costs.

Income (loss) before income taxes, minority interesd extraordinary item

Income before income taxes, minority interests extdaordinary item for the third quarter of 1995,campared to the loss for the third qus
of 1994, was primarily due to higher investmenteiiast and other income. The loss before incomestarinority interests and extraordinary
item for the nine months ended September 30, 188Eedsed from the nine months ended SeptembeB88, This decrease was primarily
due to higher investment, interest and other incantelower interest expense. Investment, interastogher income for the nine months
ended September 30, 1995 includes the sale of tha¢@roperties (two in the third quarter of 198%)m the RTC portfolio resulting in pre-
tax gains of $3.7 million.

OTHER ITEMS NOT DIRECTLY RELATED TO INDUSTRY SEGMEN TS

Three Months End
September 30,

(In milli
Operating loss $ 6.7)% (2

ed Nine Months Ended
September 30,

ons of dollars)
8)$ (14.3)$ (7.6)

Loss before income taxes,
minority interests and
extraordinary item (7.6) (3 .3) (15.2) (14.6)

Operating loss

The operating losses represent corporate genedadministrative expenses that are not allocatédg@Company's industry segments. The
operating losses for the third quarter of 1995 twedhine months ended September 30, 1995 increasesimpared to the same periods in
1994. These increases were primarily due to acsefé$2.3 million and $1.1 million for certain cargencies the Company recorded during
the second and third quarters of 1995, respectiaslgt higher overhead costs.

Loss before income taxes, minority interests artthexdinary item The loss before income taxes, miiyinterests and extraordinary item
includes operating losses, investment, interestodimer income (expense) and interest expense dimgwamortization of deferred financing
costs, that are not allocated to the Company'ssingisegments. The losses for the third quart&98b and the nine months ended September
30, 1995 increased as compared to the same pénid@94. The increase for the third quarter of 1885 primarily due to the increased
operating loss discussed above. The increasedaritte months ended September 30, 1995 was pryntld to the increased operating I¢



partially offset by higher investment, interest atlder income. Investment, interest and other ire¢expense) for the 1994 periods includes
the equity in losses of affiliates attributablehe Company's equity interest in Sam Houston Rack. P

Credit (provision) for income taxes The Company&lit (provision) for income taxes differs from tfegleral statutory rate due principally to
(i) revision of prior years' tax estimates and ottfeanges in valuation allowances, (ii) percentégetion, and (iii) foreign taxes, net of
related federal tax benefits. The Company's prowi$dbr income taxes as reflected in its consolidiatatement of operations for the nine
months ended September 30, 1995 reflects a berfeffiproximately $18.0 million relating to the refain of prior years' tax estimates and
other changes in valuation allowances.

Minority interests
Minority interests represent the minority stockleskl interest in the Company's aluminum operations.

FINANCIAL CONDITION AND INVESTING AND FINANCING ACT  IVITIES
PARENT COMPANY

Certain of the Company's subsidiaries, principlyser and MG, are restricted by their varioustdeireements as to the amount of funds
that can be paid in the form of dividends or loateethe Company. KACC's 1994 Credit Agreement &edindentures governing the KACC
Senior Notes and the KACC Notes contain covenahishwamong other things, limit Kaiser's abilityday cash dividends and restrict
transactions between Kaiser and its affiliates. ésridle most restrictive of these covenants, Kassaot currently permitted to pay dividends
on its common stock. The indenture governing thel MGtes contains various covenants which, amongrdttings, limit the payment of
dividends and restrict transactions between MGliendffiliates. As of September 30, 1995, underipst restrictive of these covenants,
approximately $.6 million of dividends could be ¢y MGI. On September 29, 1995, MGI paid dividenti$4.8 million. Under the most
restrictive covenants governing debt of the Comfsargal estate subsidiaries, approximately $22l8omicould be paid as of September 30,
1995.

As of September 30, 1995, the Company (excludmglitminum, forest products and real estate surgidompanies) had cash and
marketable securities of approximately $35.7 milland available borrowings under its demand loahp@dge agreement of $25.0 million.
See also "-- Investment in Sam Houston Race Paldihb The Company believes that its existing caghraarketable securities (excluding
its aluminum, forest products and real estate slidoses), together with the funds available tait] be sufficient to fund its working capital
requirements for the foreseeable future.

ALUMINUM OPERATIONS

In March 1995, the 1994 Credit Agreement was ameibgethe Second Amendment to Credit Agreement"@seond Amendment”). The
Second Amendment provided, among other thingsaridncrease in the revolving line of credit fronV$2 million to $325.0 million (of
which $125.0 million could be used for letters ofdit). At September 30, 1995, $210.0 million (dfigh $72.4 million could have been used
for letters of credit) was available to KACC undee 1994 Credit Agreement. As of July 20, 1995,1884 Credit Agreement was amended
by the Third Amendment to Credit Agreement in cartiom with the investment by Kaiser Yellow Rivewvestment Limited, a subsidiary of
KACC, in Yellow River Aluminum Industry Company Lited, an aluminum smelter joint venture in the Re'sfRepublic of China.

Loans under the 1994 Credit Agreement bear intatestrate per annum, at KACC's election, equal Reference Rate (as defined) plus 1
1/2% or LIBO Rate (Reserve Adjusted) (as defindd3 8 1/4%. After June 30, 1995, the interest nadegins applicable to borrowings under
the 1994 Credit Agreement may be reduced by uplit2% (non-cumulatively), based on a financial,tdetermined quarterly. As of
September 30, 1995, the financial test permitteeaction of 1% per annum in margins effective ®@etal, 1995.

Kaiser expects that cash flows from operationstardowings under available sources of financing lél sufficient to satisfy its working
capital and capital expenditures requirementsherforeseeable future.

FOREST PRODUCTS OPERATIONS

MGI anticipates that cash flows from operationggetiber with existing cash, marketable securitiebarailable sources of financing, will be
sufficient to fund the working capital and capigapenditures requirements of MGI and its respedtiusidiaries for the foreseeable future;
however, due to its highly leveraged condition, M&inore sensitive than less leveraged companifectors affecting its operations,
including governmental regulation affecting its len harvesting practices, increased competitiom fother lumber producers or alternative
building products and general economic conditions.

As of September 30, 1995, $18.1 million of borroggwas available under Pacific Lumber's Revolvingd@ Agreement, of which $3.1
million was available for letters of credit. No bowings were outstanding as of September 30, 18%%]etters of credit outstanding
amounted to $11.9 million. In November 1995, thedbeng Credit Agreement was amended to extencthaturity date to May 31, 1998 and
provide for an additional $30.0 million of availeliborrowings which can be used for the acquisitibtimberlands.

REAL ESTATE OPERATIONS



As of September 30, 1995, the Company's real estdisidiaries had approximately $28.9 million aaalé for use under various credit
agreements. A substantial portion of the availgbilias attributable to the credit availability puast to the loan agreement secured by real
properties, and certain loans secured by incoméuging real property.

INVESTMENT IN SAM HOUSTON RACE PARK

In July 1993, the Company, through various subsiEBaassumed control of the general partner af,aguired an equity interest in, Sam
Houston Race Park, Ltd. ("SHRP"), a Texas limitadmership, which owns and operates Sam Houstoa Rark, a Texas Class 1 horse
racing facility located within the greater Houstoetropolitan area. On April 17, 1995, SHRP andavitelly owned subsidiary, SHRP Capital
Corp., together with SHRP Acquisition, Inc. (cotigely, the "Debtors"), a wholly owned subsidiarfytbe Company and SHRP's largest
limited partner, filed voluntary petitions in thenlted States Bankruptcy Court for the District adl@®ware. The Delaware Court subsequently
transferred the case to the United States Bankyupoart for the Southern District of Texas, HousRiwision (the "Bankruptcy Court"),
Jointly Administered Case number 95- 43739-H3-htheseeking to reorganize under the provisionshaip@r 11 of the United States
Bankruptcy Code. On September 22, 1995, the Bantyupourt entered an order confirming the Sixth Awhed Consolidated Plan of
Reorganization of the Debtors (the "Plan"). Thasections called for by the Plan were complete@otober 6, 1995. A new investor group
(the "New SHRP Investor Group") made a capital gbuation of cash in the aggregate amount of appnaxely $5.9 million (affiliates of the
Company contributed $5.8 million). Additionally, affiliate of the Company contributed to SHRP ajoeihg approximately 87 acre tract of
land (having a fair market value of $2.3 milliofihe new managing general partner of the reorgar8t#@P (the "SHRP Managing General
Partner") is SHRP General Partner, Inc., a whalyped subsidiary of the Company. The SHRP Managiege@al Partner was issued a 1%
interest in the reorganized SHRP in exchange fotrituting its pro rata share of the investment enbg the New SHRP Investor Group. On
October 20, 1995, an affiliate of the Company agtteepurchase, for approximately $7.3 million, appmately $14.6 million of SHRP's
amended Senior Secured Notes and the corresposiaimgs of common stock of SHRP Equity, Inc. (a Data corporation and an additio
general partner of the reorganized SHRP) to whighroteholder is entitled. Such shares of commmeksepresent approximately 39.0% of
the shares of common stock of SHRP Equity, InceAdfiving effect to this transaction, affiliatestbé Company hold, directly or indirectly,
approximately 78.8% of the equity in the reorgadisRP.

TRENDS
ALUMINUM OPERATIONS

Hedging Programs

In respect of its remaining 1995 anticipated ngioasxre, at October 31, 1995, KACC had net forwatdsscontracts for 25,950 tons of
primary aluminum at fixed prices, had purchasetlagions in respect of 11,500 tons of primary alumm, had purchased put options to
establish a minimum price for 32,250 tons of priyr@uminum, and had entered into option contrduds éstablished a price range for 15,000
tons of primary aluminum. In respect of its 199@@pated net exposure, at October 31, 1995, KA@Q $old forward 6,100 tons of primary
aluminum at fixed prices (see Note 8 of the Conddridotes to Consolidated Financial Statements owdderein).

Pacific Northwest

On November 6, 1996, KACC announced that it hasesighew agreements with each of the Bonneville Péweinistration (the "BPA")
and the Washington Water Power Company (the "WW&¢h ending September 30, 2001, with respecs &lattric power requirements in
the Pacific Northwest. The agreement with the B®#or the purchase of electric power and the ages¢mith the WWP is for power
management services. These new arrangements cdatempeduction in the amount of power which KA®{ll purchase from BPA in the
future and the replacement of such power with pgauechased from other suppliers under a varietgiwhs. Contemporaneously with
entering into these agreements, KACC entered imioeayear power supply contract with BPA, endingt8&mber 30, 1996, in connection
with the restart of idled capacity at its Mead serein Spokane, Washington. The restart beganténQatober 1995, and KACC expects to
return the Mead smelter to full production by edrdp6.

FOREST PRODUCTS OPERATIONS

In recent developments, on June 30, 1995, the d&itates Supreme Court issued the Sweet Home WitBdbcision finding that under the
federal Endangered Species Act (the "ESA") theafigeivate property can be restricted in a managrévent significant modification to
habitat for endangered or threatened species. Hshyly 1995, in a case entitled Marbled MurreleBabbitt (Case No. C-91-522R), a U.S.
District Court in Seattle ordered the U.S. Fish ®ittllife Service (the "USFWS") to make its finatsignation of critical habitat for the
marbled murrelet by January 29, 1996 and to isgsygroposed final designation of critical habitat4ugust 1, 1995. On August 10, 1995, the
USFWS published its proposed final designationritical habitat for the marbled murrelet, designgtover four million acres as critical
habitat for the marbled murrelet, including appmately 33,000 acres of Pacific Lumber's timberlafide proposed designation was subject
to a 60-day comment period and Pacific Lumber fdethments vigorously opposing the proposed desmgndt is impossible to determine
the potential adverse impact of such designatiotherCompany's consolidated financial positionesuits of operations until such time as
proposed designation is finalized and related e#guy and legal issues are fully resolved. Howelfdtacific Lumber is unable to harvest, or
is severely limited in harvesting, on timberlandsidnated as marbled murrelet critical habitathsestrictions could have a material adverse
effect on the Company's consolidated financial isiand results of operations. If Pacific Lumt®unable to harvest or is severely limite
harvesting, Pacific Lumber intends to seek full pemsation from the appropriate governmental agsrmighe grounds that such restrictions
constitute a regulatory taking.

There continue to be other regulatory actions andliits seeking to have various species listetraatened or endangered under the |



and/or the California Endangered Species Act artkfignate critical habitat for such species. lirisertain what impact, if any, such listings
and/or designations of critical habitat will havetbe Company's consolidated financial positionesults of operations.

During the first five months of 1995, a combinatimfrsevere weather conditions, seasonally low tegmtories, the issuance of a temporary
restraining order ("TRO") (which required Pacifiarhber to cease all timber harvesting operationsnenof the few all-season harvest sites
from which it had been able to supplement its logentories), and other regulatory delays forcedfifedaumber to curtail operations at one
its four sawmills and to temporarily idle anothawsnill from April 17 to May 2, 1995. During late Mathe weather improved and the TRO
was lifted, thereby allowing Pacific Lumber to reseioperations on such harvesting site. Accordirggific Lumber has since been able to
secure an adequate supply of logs in order to reswormal operations of its sawmills.

Additional judicial or regulatory actions adverseRacific Lumber, further regulatory delays andéneent weather in northern California,
independently or collectively, could again impaécRic Lumber's ability to maintain adequate logentories and force Pacific Lumber to
temporarily idle or curtail operations at certafrite lumber mills from time to time.

RECENT ACCOUNTING PRONOUNCEMENT

In March 1995, the Financial Accounting Standardarfd issued Statement of Financial Accounting SieaglNo. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-LivAdsets to Be Disposed Of ("SFAS 121"). SFAS 12lireg that long-lived assets and
certain identifiable intangibles to be held anddulsg an entity be reviewed for impairment whenexgnts or changes in circumstances
indicate that the carrying amount of an asset nwdya recoverable. If the sum of the estimatedréutash flows expected to result from the
use and eventual disposition of an asset is lessttie carrying amount of the asset, an impairdosstis recognized. Measurement of an
impairment loss is based on the fair value of sett SFAS 121 requires that long-lived assetscartdin identifiable intangibles to be
disposed of be reported at the lower of carryingamt or fair value less cost to sell. The Compamequired to adopt SFAS 121 no later 1
January 1, 1996. The Company is currently evalgatartain of its real estate properties with respeapplication of SFAS 121; accordingly,
the effect of SFAS 121 on the Company's finandgtesnents is not known at this tin



PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Reference is made to Item 3 of the Form 10-K amtiIRdtem 1 of the Company's Quarterly ReportsFamm 10-Q for the quarterly periods
ended March 31, 1995 and June 30, 1995 (the "Faf¥@") for information concerning material legabpeedings with respect to the
Company. The following material developments haseuored with respect to such legal proceedings. dapjtalized or italicized terms used
but not defined in this Item have the same meagingn to them in the Form 10-K and the Forms 10-Q.

In connection with the Kayes/Miller action, on Oo#o 10, 1995, the U.S. Supreme Court denied defgsidaetition for writ of certiorari. The
U.S. District Court is expected to reassume jucisoin of this case. A status conference is schedisleNovember 17, 1995 in this case and
the DOL civil action.

KAISER ENVIRONMENTAL LITIGATION

With respect to the Catellus Development CorporatioKaiser Aluminum & Chemical Corporation and &nh. Ferry & Sons, Inc. action,

on June 2, 1995, the United States District Caurttie Northern District of California (the "DigttiCourt") issued an Order stating its
preliminary findings on the remaining claims intthation. On October 12, 1995, the District Coastied final Findings of Fact and
Conclusions of Law on those claims concluding K&€C is liable for various costs and interest thgbtAugust 30, 1995, aggregating
approximately $2.2 million, fifty percent (50%) tfe future costs of cleaning up certain parts efRnoperty and certain fees and costs. Entry
of judgment is pending.

With respect to the United States of America v.s€aiAluminum & Chemical Corporation action, KACCdathe Environmental Protection
Agency (the "EPA"), without adjudication of anyussof fact or law, and without any admission of ¥i@ations alleged in the underlying
complaint, have entered into a Consent Decree,hwdricOctober 31, 1995, was filed for approval iritekh States District Court for the
Eastern District of Washington. If approved, thimn€ent Decree would settle the underlying dispaitesrequire KACC to (i) pay a $.5
million civil penalty, (i) complete a program ofgmt improvements and operational changes thatrbiega990 at its Trentwood facility,
including the installation of an emission contrgétem to capture particulate emissions from ceftainaces, and (iii) achieve and maintain
furnace compliance with the opacity standard inSHe by no later than February 28, 1997. The Compaticipates that capital expenditures
for the environmental upgrade of the furnace opamnadt its Trentwood facility, including the imprements and changes required by the
Consent Decree, will be approximately $20.0 million

With respect to the asbestos-related litigatiorcdlesd in the Form 10-K, see Note 7 of the Condeméates to Consolidated Financial
Statements contained herein.

RANCHO MIRAGE LITIGATION

In connection with the In re MAXXAM Inc./Federat&kvelopment Shareholders Litigation, the Court ndgerescheduled the trial date to
January 22, 1996.

ITEM 5. OTHER INFORMATION
PARENT COMPANY

In connection with FDIC v. Hurwitz (No. H-95-393@)efendant's motion to dismiss this case is exgdctdée considered by the Court in
December 1995.

In connection with the OTS investigation, by letieted November 1, 1995, the Enforcement OfficenefOTS advised that, subject to final
approval by the acting director of the OTS, the @t8nds to issue a notice of charges against tdmpany after 30 days from the date of the
letter. It is the Company's understanding thatoidividuals and entities involved in the investiign of the failure of USAT have received
similar notices from the OTS. Although the OTS hasformally articulated any claims against the @amy, the Enforcement Office of the
OTS has stated that the charges may include, awtbeg things, claims that the Company had a dutpdotain the net worth of USAT and
that the Company is liable for the alleged unsaft ansound practices of others.

In January 1995, an action entitled U.S., ex Mértel v. Hurwitz, et al. was filed in the U.S. Dist Court for the Northern District of
California (No. C950322) against Charles HurwitzZGMFederated Development Company, UFG and a fodinector of the Company. The
action was unsealed in September 1995 but to det@dt been served. In October 1995, plaintiftifdea amended complaint which adds the
Company as a defendant. The suit alleges that defés made false statements and claims in violatiche Federal False Claims Act in
connection with USAT. Plaintiff alleges, among ath@ngs, that defendants used the federally inbassets of USAT to acquire junk bonds
from Michael Milken and Drexel, Burnham, Lambert.lif"Drexel") and that, in exchange, Mr. Milken abexel arranged financing for
defendants' various business ventures, includiagdguisition of Pacific Lumber. Plaintiff allegémt USAT became insolvent in 1988 and
that defendants should be required to pay $1.®bi{subject to trebling) to cover USAT's lossdsirRiff seeks, among other things, that the
Court impose a constructive trust upon the fruitthe alleged improper use of USAT funds. This@tis purportedly brought by plaintiff on
behalf of the U.S. government; however, it is thmrpany's understanding that the U.S. governmentiéelned to participate in the st



FOREST PRODUCTS OPERATIONS

A variety of bills are currently pending in the @ainia legislature and the U.S. Congress whichteeto the business of the Company,
including the protection and acquisition of old wtb and other timberlands, environmental protectind the restriction, regulation and
administration of timber harvesting practices. &xample, a bill is pending in the California legisire which would, among other things,
initiate negotiations by the California ResourcegeAcy with Pacific Lumber for the public acquisitiof approximately 4,700 acres of Pac
Lumber's timberlands, 3,000 acres of which is a@igapnus block of virgin old growth redwood forestem referred to as the "Headwaters
Forest." Since this bill and the other bills arbjeat to amendment, it is premature to assessltingate content of these bills, the likelihooc
any of the bills passing, or the impact of thedks bin the financial position or results of opevat of Pacific Lumber or the Company.
Furthermore, any bills which are passed are subjegkecutive veto and court challenge.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
A. EXHIBITS:

4.1 Amended and Restated Credit Agreement (incatpdrherein by reference to Exhibit 4.1 to Padifimber's Quarterly Report on Form
10-Q for the quarter ended September 30, 1995 Nkilel-9204)

4.2 Form of Deed of Trust, Assignment of Rents,nbod Easement and Fixture Filing (incorporateceireby reference to Exhibit 4.2 to
Pacific Lumber's Quarterly Report on Form 10-Qtfer quarter ended September 30, 1995, File No.0#)92

4.3 Third Amendment to Credit Agreement, datedfality 20, 1995, amending the Credit Agreementdiats of February 17, 1994, as
amended, among Kaiser, KACC, the financial instg a party thereto, and BankAmerica BusinessiGied., as Agent (incorporated
herein by reference to Exhibit 4.1 to Kaiser's @erdy Report on Form 10-Q for the quarter endeceBM, 1995, File No. 1-9447)

4.4 Fourth Amendment to Credit Agreement, datedf &ctober 17, 1995, amending the Credit Agreendated as of February 17, 1994, as
amended, among Kaiser, KACC, the financial insbg a party thereto, and BankAmerica BusinessiGied., as Agent (incorporated
herein by reference to Exhibit 4.1 to Kaiser's @aryy Report on Form 10-Q for the quarter endedt@aper 30, 1995, File No. 1-9447)

11 Computation of Net Income (Loss) Per Common@ohmon Equivalent Share
27 Financial Data Schedule
B. REPORTS ON FORM 8-K:

On October 6, 1995, the Company filed a CurrentdRegn Form 8- K, dated October 6, 1995, providimgrsuant to Item 5, press releases
announcing a private placement by the Company aubsequent deferral of the private placenr



SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized, who hasesighis report on behalf of the Registrant anchagptincipal accounting officer of the
Registrant.

MAXXAM INC.

Date: November 14, 1995 By: ITE RRY L. FREEMAN/
Te rry L. Freeman
Assi stant Controller



EXHIBIT 11
MAXXAM INC.

COMPUTATION OF NET INCOME (LOSS) PER COMMON AND
COMMON EQUIVALENT SHARE
(IN MILLIONS OF DOLLARS, EXCEPT SHARE AND PER SHAREMOUNTS)

Three Months Ended Nine Months Ended
September 30, September 30,
1995 1994 1995 1994

Weighted average common and

common equivalent shares

outstanding during each

period 9,376,703 9,376,70 3 9,376,703 9,376,703
Common equivalent shares

attributable to stock

options and convertible

securities 102,229 71,17 5 81,526 71,175

Total common and common
equivalent shares 9,478,932 9,447,87 8 9,458,229 9,447,878

Income (loss) before
extraordinary item $ 107 $ (14. 9)% 351% (92.6)

Extraordinary item - - (5.4
Net income (loss) $ 107 $ (14. 9)$ 351% (98.0)
Per common and common

equivalent share:

Income (loss) before

extraordinary item $ 113 % (1.5 8)$ 3.71% (9.80)

Extraordinary item - - - (.57

Net income (loss) $ 113 $ (1.5 8)$ 3.71% (10.37)




ARTICLE 5

This schedule contains summary financial infornragatracted from the Company's consolidated balaheet and consolidated statement
of operations and is qualified in its entirety lefarence to such consolidated financial statentegtther with the related footnotes thereto.

MULTIPLIER: 1,000
CURRENCY: U.S. DOLLARS

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199!
PERIOD END SEP 30 199
EXCHANGE RATE 1
CASH 100,20(
SECURITIES 30,40(
RECEIVABLES 239,50(
ALLOWANCES 4,90(
INVENTORY 609,90(
CURRENT ASSET¢ 1,146,101
PP&E 1,844,60!
DEPRECIATION 653,70(
TOTAL ASSETS 3,767,10!
CURRENT LIABILITIES 586,60(
BONDS 1,650,00!
COMMON 5,00(
PREFERRED MANDATORY 0
PREFERREL 30C
OTHER SE (109,100
TOTAL LIABILITY AND EQUITY 3,767,101
SALES 1,892,60!
TOTAL REVENUES 1,892,60!
CGS 1,474,20!
TOTAL COSTS 1,474,201
OTHER EXPENSES 231,50(
LOSS PROVISION 0
INTEREST EXPENSE 136,10(
INCOME PRETAX 59,50(
INCOME TAX 4,60(
INCOME CONTINUING 35,10(
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 35,10(
EPS PRIMARY 3.71
EPS DILUTED 3.71
End of Filing
Pewerad By I'.IKI.-‘I.E%TI. -
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