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390 Park Avenue, New York, New York 10022-4608
(Address of principal executive offices) (Zip code)

Investor Relations 212-836-2758
Office of the Secretary 212-836-2732

(Registrant s telephone number including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of large accelerated filer,  accelerated
filer, smaller reporting company, and emerging growth company in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company

Emerging growth Company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes No

As of July 28, 2017, there were 441,030,999 shares of common stock, par value $1.00 per share, of the registrant
outstanding.
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PARTI FINANCIAL INFORMATION

Item 1. Financial Statements.

Arconic and subsidiaries

Statement of Consolidated Operations (unaudited)

(in millions, except per-share amounts)

Sales (I)

Cost of goods sold (exclusive of expenses below)
Selling, general administrative, and other expenses
Research and development expenses

Provision for depreciation and amortization
Restructuring and other charges (D & E)

Operating income
Interest expense (L)
Other income, net (G)

Income from continuing operations before income taxes
Provision for income taxes

Income from continuing operations after income taxes
Income from discontinued operations after income taxes (G)

Net income
Less: Income from discontinued operations attributable to

noncontrolling interests (G)

Net income attributable to Arconic

Amounts Attributable to Arconic Common Shareholders (J):

Net income
Earnings per share - basic
Continuing operations

Discontinued operations

Net income per share - basic

Second quarter ended

June 30,
2017 2016

$ 3261 $ 3234
2,583 2,533
204 239
30 32
137 133
26 14
281 283
183 124
(171) (17)
269 176
57 123
212 53
125
212 178
43
$ 212 $ 135
$ 194 $ 118
$ 044 $ 0.08
0.19
$ 044 $ 027

Six
months ended
June 30,
2017 2016
$6,453 $6,289
5,075 4,933

425 444

58 63
270 266
99 30
526 553
298 245
(525) (29)
753 337
219 174
534 163
26

534 189
38

$ 534 $ 151
$ 499 §$ 117
$ 1.13 $ 0.30
(0.03)

$ 1.13 $ 0.27



Edgar Filing: Arconic Inc. - Form 10-Q

Earnings per share - diluted
Continuing operations $ 043
Discontinued operations

Net income per share - diluted $ 043
Dividends paid per share $ 0.06
Weighted Average Shares Outstanding (J):

Average shares outstanding - basic 441
Average shares outstanding - diluted 462

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

0.08
0.19

0.27

0.09

438

452

$ 1.07

$ 1.07

$ 0.12

440

500

$ 0.29
(0.03)

$ 0.26

$ 0.18

438

442
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Arconic and subsidiaries
Statement of Consolidated Comprehensive Income (unaudited)

(in millions)

Noncontrolling
Arconic Interests Total
Second quarter ende@econd quarter endedecond quarter ended
June 30, June 30, June 30,
2017 2016 2017 2016 2017 2016
Net income $ 212 § 135 % $ 43 $ 212 $ 178
Other comprehensive income (loss), net of tax (C):
Change in unrecognized net actuarial loss and
prior service cost/benefit related to pension and
other postretirement benefits 48 65 2 48 67
Foreign currency translation adjustments 99 45 32 99 77
Net change in unrealized gains/losses on
available-for-sale securities (101) 3 (101) 3
Net change in unrecognized gains/losses on cash
flow hedges ) (153) 16 2) (137)
Total Other comprehensive income (loss), net of
tax 44 (40) 50 44 10
Comprehensive income $ 256 $ 95 § $ 93 $ 256 $ 188
Noncontrolling
Arconic Interests Total
Six months ended  Six months ended Six months ended
June 30, June 30, June 30,
2017 2016 2017 2016 2017 2016

Net income $ 53¢ $ 151 $ $ 38§ 534 $ 189
Other comprehensive income, net of tax (C):
Change in unrecognized net actuarial loss and
prior service cost/benefit related to pension and
other postretirement benefits 79 97 3 79 100
Foreign currency translation adjustments 166 348 139 166 487
Net change in unrealized gains/losses on
available-for-sale securities (134) 4 (134) 4
Net change in unrecognized gains/losses on cash
flow hedges 3 (233) 14 3 (219)
Total Other comprehensive income, net of tax 114 216 156 114 372
Comprehensive income $ 648 § 367 $ $ 194 $ 648 § 561
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The accompanying notes are an integral part of the consolidated financial statements.
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Arconic and subsidiaries
Consolidated Balance Sheet (unaudited)

(in millions)

Assets

Current Assets:

Cash and cash equivalents

Receivables from customers, less allowances of $8 in 2017 and $13 in 2016 (K)
Other receivables (G & K)

Inventories (F)

Prepaid expenses and other current assets

Total current assets
Properties, plants, and equipment
Less: accumulated depreciation and amortization

Properties, plants, and equipment, net

Goodwill

Deferred income taxes

Investment in common stock of Alcoa Corporation (G & N)
Other noncurrent assets

Total Assets

Liabilities

Current liabilities:

Short-term borrowings

Accounts payable, trade

Accrued compensation and retirement costs
Taxes, including income taxes

Accrued interest payable

Other current liabilities

Long-term debt due within one year

Total current liabilities

Long-term debt, less amount due within one year (L & N)
Accrued pension benefits

Accrued other postretirement benefits

Other noncurrent liabilities and deferred credits

Total liabilities

Contingencies and commitments (H)

June 30,
2017

$ 1,785
1,170
357
2,416
305

6,033
11,738
6,231

5,507

5,215
1,080

1,271

$ 19,106

$ 48
1,667
363

77

124

379

2,658
6,796
2,202
822
875

13,353

December 31,
2016

$ 1,863
974

477

2,253

325

5,892
11,572
6,073

5,499

5,148
1,234
1,020
1,245

$ 20,038

$ 36
1,744

398

85

153

329

2,749
8,044
2,345
889
870

14,897
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Equity

Arconic shareholders equity:

Preferred stock 55 55

Mandatory convertible preferred stock 3 3

Common stock 441 438

Additional capital 8,262 8,214

Accumulated deficit (567) (1,027)
Accumulated other comprehensive loss (C) (2,454) (2,568)
Total Arconic shareholders equity 5,740 5,115

Noncontrolling interests 13 26

Total equity 5,753 5,141

Total Liabilities and Equity $ 19,106 $ 20,038

The accompanying notes are an integral part of the consolidated financial statements.
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Arconic and subsidiaries

Statement of Consolidated Cash Flows (unaudited)

(in millions)

Cash from Operations

Net income

Adjustments to reconcile net income to cash from operations:
Depreciation, depletion and amortization
Deferred income taxes

Equity income, net of dividends

Restructuring and other charges

Net gain from investing activities - asset sales (G)
Net periodic pension benefit cost (M)
Stock-based compensation

Other

Changes in assets and liabilities, excluding effects of acquisitions, divestitures, and foreign

currency translation adjustments:

(Increase) in receivables

(Increase) in inventories

Decrease in prepaid expenses and other current assets
(Decrease) in accounts payable, trade

(Decrease) in accrued expenses

Increase in taxes, including income taxes

Pension contributions

(Increase) in noncurrent assets

(Decrease) in noncurrent liabilities

Cash used for operations

Financing Activities

Net change in short-term borrowings (original maturities of three months or less)
Additions to debt (original maturities greater than three months)

Payments on debt (original maturities greater than three months) (L)

Proceeds from exercise of employee stock options

Dividends paid to shareholders

Distributions to noncontrolling interests

Other

Cash used for financing activities
Investing Activities

Capital expenditures
Proceeds from the sale of assets and businesses (E)

Six months ended

$

June 30,
2017 2016
534 $ 189
270 622
27 (78)
20
99 116
(515) (28)
108 168
48 55
63 19
(282) (218)
(150) (3)
30 4
(69) (243)
(105) (301)
121 57
(163) (147)
(60) (215)
39) (115)
(83) 98)
9 &)
512 876
(1,333) (882)
26 2
(88) (114)
(14) (34)
(15)

(903) (207)
(229) (528)
) 549

10
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Additions to investments (1) (8)
Sales of investments (G) 888 275
Net change in restricted cash 10 7
Other (G) 245 15
Cash provided from investing activities 904 310
Effect of exchange rate changes on cash and cash equivalents 4 5
Net change in cash and cash equivalents (78) 10
Cash and cash equivalents at beginning of year 1,863 1,919
Cash and cash equivalents at end of period $ 1,785 $1,929

The accompanying notes are an integral part of the consolidated financial statements.
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Arconic and subsidiaries
Statement of Changes in Consolidated Equity (unaudited)

(in millions, except per-share amounts)

Arconic Shareholders

Mandatory Accumulated
convertible other
Preferpeeferrddommordditional Retained Treasurgomprehendwvacontrolling Total
stock stock stock capital earnings stock loss interests Equity

Balance at March 31,2016 $55 $ 3 $ 1,391 $ 9,856 $ 8,753 $(2,657) $ (5,175) $ 2,135 $14,361
Net income 135 43 178
Other comprehensive
income (C) (40) 50 10
Cash dividends declared:
Preferred-Class A @
$0.9375 per share
Preferred-Class B @
$6.71875 per share (17) (17)
Stock-based compensation 29 29
Common stock issued:
compensation plans (8) 10 2
Distributions (34) (34)

Balance at June 30,2016  $55 § 3 $ 1391 $ 9,877 $ 8,871 $(2,647) $ (5.215) $ 2,194 $14,529

Arconic Shareholders

Mandatory Accumulated
convertible other
Preferpeeferrddommom dditionél ccumulatedl'reasurgomprehen®Nuvacontrolling Total
stock stock stock capital deficit stock loss interests Equity
Balance at March 31,2017 $55 $§ 3 § 441 $ 8249 §$ (768) $ $ (2,498) $ 13 $ 5,495
Net income 212 212
Other comprehensive
income (C) 44 44
Cash dividends declared:
Preferred-Class A @
$0.9375 per share
Preferred-Class B @
$6.71875 per share (18) (18)
Stock-based compensation 20 20
Common stock issued:
compensation plans (7 )
Other 7 7
Balance at June 30,2017 $55 $ 3 § 441 $ 8262 $ (567) $ $ (2454) $ 13 $ 5,753

12
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The accompanying notes are an integral part of the consolidated financial statements.
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Arconic and subsidiaries
Statement of Changes in Consolidated Equity (unaudited)

(in millions, except per-share amounts)

Arconic Shareholders

Mandatory Accumulated
convertible other
PrefeqmeeferrébmmonAdditional Retained TreasurgomprehenNioecontrolling Total

stock stock stock capital earnings stock loss interests Equity
Balance at December 31,
2015 $55 $ 3 $1,391 $10,019 $ 8,834 $(2,825) §$ (5.431) $ 2,085 $14,131
Net income 151 38 189
Other comprehensive
income (C) 216 156 372
Cash dividends declared:
Preferred-Class A @ $1.875
per share (1) (D)
Preferred-Class B @
$13.4375 per share (34) (34)
Common @ $0.06 per share (79) (79)
Stock-based compensation 55 55
Common stock issued:
compensation plans (197) 178 (19)
Distributions (84) (84)
Other €)) €))

Balance at June 30, 2016 $55 $ 3 $1,391 $§ 9877 $ 8871 $(2,647) $ (5.215) $ 2,194 $14,529

Arconic Shareholders

Mandatory Accumulated
convertible other
PrefeqmedferrédommonA dditional ccumulatedl reasurgomprehenNimecontrolling Total
stock stock stock capital deficit stock loss interests Equity

Balance at December 31,
2016 $55 $ 3§ 438 $ 8,214 $ (1,027) $ $ (2,568) $ 26 $ 5,141
Net income 534 534
Other comprehensive
income (C) 114 114
Cash dividends declared:
Preferred-Class A @ $1.875
per share (D) @))
Preferred-Class B @
$13.4375 per share (34) (34)
Common @ $0.12 per share (54) (54)
Stock-based compensation 48 48

14
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Common stock issued:

compensation plans 3 3
Distributions (14) (14)
Other 15 1 16
Balance at June 30, 2017 $55 $ 3 $ 441 $ 8262 $ (567) $ $ (2454) $ 13§ 5753

The accompanying notes are an integral part of the consolidated financial statements.
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Arconic and subsidiaries

Notes to the Consolidated Financial Statements (unaudited)
(dollars in millions, except per-share amounts)

A. Basis of Presentation

The interim Consolidated Financial Statements of Arconic Inc. and its subsidiaries ( Arconic or the Company ) are
unaudited. These Consolidated Financial Statements include all adjustments, consisting only of normal recurring
adjustments, considered necessary by management to fairly state the Company s results of operations, financial
position, and cash flows. The results reported in these Consolidated Financial Statements are not necessarily indicative
of the results that may be expected for the entire year. The 2016 year-end balance sheet data was derived from audited
financial statements but does not include all disclosures required by accounting principles generally accepted in the
United States of America ( GAAP ). This Form 10-Q report should be read in conjunction with Arconic s Annual
Report on Form 10-K for the year ended December 31, 2016, which includes all disclosures required by GAAP.
Certain amounts in previously issued financial statements were reclassified to conform to the current period
presentation.

The separation of Alcoa Inc. into two standalone, publicly-traded companies, Arconic Inc. (the new name for Alcoa
Inc.) and Alcoa Corporation, became effective on November 1, 2016 (the Separation Transaction ). The financial
results of Alcoa Corporation for all periods prior to the Separation Transaction have been retrospectively reflected in
the Statement of Consolidated Operations as discontinued operations and, as such, have been excluded from
continuing operations and segment results for the second quarter and six months ended June 30, 2016. The cash flows,
equity and comprehensive income related to Alcoa Corporation have not been segregated and are included in the
Statement of Consolidated Cash Flows, Statement of Changes in Consolidated Equity and Statement of Consolidated
Comprehensive Income, respectively, for the second quarter and six months ended June 30, 2016.

Pursuant to the authorization provided at a special meeting of Arconic common shareholders held on October 5, 2016,
shareholders approved a 1-for-3 reverse stock split of Arconic s outstanding and authorized shares of common stock
(the Reverse Stock Split ). As a result of the Reverse Stock Split, every three shares of issued and outstanding common
stock were combined into one issued and outstanding share of common stock, without any change in the par value per
share. The Reverse Stock Split reduced the number of shares of common stock outstanding from approximately

1.3 billion shares to approximately 0.4 billion shares. The Company s common stock began trading on a reverse stock
split-adjusted basis on the New York Stock Exchange on October 6, 2016.

B. Recently Adopted and Recently Issued Accounting Guidance

Adopted

In March 2016, the Financial Accounting Standards Board ( FASB ) issued changes to employee share-based payment
accounting. Previously, an entity determined for each share-based payment award whether the difference between the
deduction for tax purposes and the compensation cost recognized for financial reporting purposes resulted in either an
excess tax benefit or a tax deficiency. Excess tax benefits were recognized in additional paid-in capital; tax

deficiencies were recognized either as an offset to accumulated excess tax benefits, if any, or in the income statement.
Excess tax benefits were not recognized until the deduction reduced taxes payable. The changes require all excess tax
benefits and tax deficiencies related to share-based payment awards to be recognized as income tax expense or benefit
in the income statement. The tax effects of exercised or vested awards should be treated as discrete items in the
reporting period in which they occur. An entity also should recognize excess tax benefits regardless of whether the
benefit reduces taxes payable in the current period. Additionally, the presentation of excess tax benefits related to

16
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share-based payment awards in the statement of cash flows changed. Previously, excess tax benefits were separated
from other income tax cash flows and classified as a financing activity. The changes require excess tax benefits to be
classified along with other income tax cash flows as an operating activity. Also, the changes require cash paid by an
employer when directly withholding shares for tax-withholding purposes to be classified as a financing activity.
Additionally, for a share-based award to qualify for equity classification it previously could not be partially settled in
cash in excess of the employer s minimum statutory withholding requirements. The changes permit equity
classification of share-based awards for withholdings up to the maximum statutory tax rates in applicable
jurisdictions. These changes became effective for Arconic on January 1, 2017. Management has concluded that the
adoption of this guidance did not have a material effect on the Consolidated Financial Statements.

In March 2016, the FASB issued changes eliminating the requirement for an investor to adjust an equity method
investment, results of operations, and retained earnings retroactively on a step-by-step basis as if the equity method
had been in effect during all previous periods that the investment had been held as a result of an increase in the level
of ownership interest or degree of influence. Additionally, an entity that has an available-for-sale equity security that

17
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becomes qualified for the equity method of accounting must recognize through earnings the unrealized holding gain or
loss in accumulated other comprehensive income at the date the investment becomes qualified for use of the equity
method. These changes became effective for Arconic on January 1, 2017. Management has concluded that the
adoption of this guidance did not have a material impact on the Consolidated Financial Statements.

In March 2016, the FASB issued changes to derivative instruments designated as hedging instruments. These changes
clarify that a change in the counterparty to a derivative instrument that has been designated as a hedging instrument
does not, in and of itself, require dedesignation of that hedging relationship provided that all other hedge accounting
criteria continue to be met. These changes became effective for Arconic on January 1, 2017. Management has
determined that the adoption of this guidance did not have a material impact on the Consolidated Financial
Statements.

In October 2016, the FASB issued changes to the accounting for Intra-Entity transactions, other than inventory.
Previously, no immediate tax impact was recognized in the consolidated financial statements as a result of intra-entity
transfers of assets. The previous standard precluded an entity from reflecting a tax benefit or expense from an
intra-entity transfer between entities that file separate tax returns, whether or not such entities were in different tax
jurisdictions, until the asset was sold to a third party or otherwise recovered. The previous standard also prohibited
recognition by the buyer of a deferred tax asset for the temporary difference arising from the excess of the buyer s tax
basis over the cost to the seller. The changes require the current and deferred income tax consequences of the
intra-entity transfer to be recorded when the transaction occurs. The exception to defer the tax consequences of
inventory transactions is maintained. These changes became effective for Arconic on January 1, 2017. Management
has determined that the adoption of this guidance did not have a material impact on the Consolidated Financial
Statements.

In January 2017, the FASB issued changes to the subsequent measurement of goodwill by eliminating step 2 from the
goodwill impairment test, which previously required measurement of any goodwill impairment loss by comparing the
implied fair value of a reporting unit s goodwill with the carrying amount of that goodwill. An entity will perform its
annual, or interim, goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount
and recognize an impairment charge for the amount by which the carrying amount exceeds the reporting unit s fair
value without exceeding the total amount of goodwill allocated to that reporting unit. Arconic has elected to early
adopt this guidance as of January 1, 2017, and will apply it on a prospective basis. Management does not anticipate
that the adoption of these changes will have a material impact on the Consolidated Financial Statements.

In January 2017, the FASB issued changes which narrow the definition of a business and require an entity to evaluate
if substantially all of the fair value of the gross assets acquired is concentrated in a single identifiable asset or a group
of similar identifiable assets, which would not constitute the acquisition of a business. The guidance also requires a
business to include at least one substantive process and narrows the definition of outputs. Arconic has elected to early
adopt this guidance as of January 1, 2017, and will apply it on a prospective basis. Management does not anticipate
that the adoption of these changes will have a material impact on the Consolidated Financial Statements.

Issued

In May 2014, the FASB issued changes to the recognition of revenue from contracts with customers. These changes
created a comprehensive framework for all entities in all industries to apply in the determination of when to recognize
revenue and, therefore, supersede virtually all existing revenue recognition requirements and guidance. This
framework is expected to result in less complex guidance in application while providing a consistent and comparable
methodology for revenue recognition. The core principle of the guidance is that an entity should recognize revenue to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services. To achieve this principle, an entity should apply
the following steps: (i) identify the contract(s) with a customer, (ii) identify the performance obligations in the

18
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contract(s), (iii) determine the transaction price, (iv) allocate the transaction price to the performance obligations in the
contract(s), and (v) recognize revenue when, or as, the entity satisfies a performance obligation. In August 2015, the
FASB deferred the effective date of the new guidance by one year, making these changes effective for Arconic on
January 1, 2018.

Arconic expects to adopt the new guidance using the modified retrospective transition approach. The Company has
formed a project assessment and adoption team and is currently reviewing contract terms and assessing the impact of
adopting the new guidance on the Consolidated Financial Statements. Based on the Company s initial contract
assessment, it believes that revenue under certain contracts will continue to be recognized at a point in time, while
revenue under other contracts, primarily within the Engineered Products and Solutions segment, may be recognized
over time due to no alternative use for the product as well as an enforceable right of payment from the customer in the
event of termination of the contract. The Company is continuing to assess the impact that over-time revenue
recognition will have on its Consolidated Financial Statements, therefore an estimate of the impact of adopting this
standard is not currently determinable.

19



Edgar Filing: Arconic Inc. - Form 10-Q

In January 2016, the FASB issued changes to equity investments. These changes require equity investments (except
those accounted for under the equity method of accounting or those that result in consolidation of the investee) to be
measured at fair value with changes in fair value recognized in net income. However, an entity may choose to measure
equity investments that do not have readily determinable fair values at cost minus impairment, if any, plus or minus
changes resulting from observable price changes in orderly transactions for the identical or similar investment of the
same issuer. Additionally, the impairment assessment of equity investments without readily determinable fair values
has been simplified by requiring a qualitative assessment to identify impairment. These changes become effective for
Arconic on January 1, 2018. Management has determined that the potential impact of these changes on the
Consolidated Financial Statements will not be material.

In February 2016, the FASB issued changes to the accounting and presentation of leases. These changes require
lessees to recognize a right of use asset and lease liability on the balance sheet for all leases with terms longer than 12
months. For leases with a term of 12 months or less, a lessee is permitted to make an accounting policy election by
class of underlying asset not to recognize a right of use asset and lease liability. Additionally, when measuring assets
and liabilities arising from a lease, optional payments should be included only if the lessee is reasonably certain to
exercise an option to extend the lease, exercise a purchase option, or not exercise an option to terminate the lease.
These changes become effective for Arconic on January 1, 2019. Management is currently evaluating the potential
impact of these changes on the Consolidated Financial Statements. An estimate of the impact of this standard is not
currently determinable.

In June 2016, the FASB added a new impairment model (known as the current expected credit loss (CECL) model)
that is based on expected losses rather than incurred losses. Under the new guidance, an entity recognizes as an
allowance its estimate of expected credit losses. The CECL model applies to most debt instruments, trade receivables,
lease receivables, financial guarantee contracts, and other loan commitments. The CECL model does not have a
minimum threshold for recognition of impairment losses and entities will need to measure expected credit losses on
assets that have a low risk of loss. These changes become effective for Arconic on January 1, 2020. Management is
currently evaluating the potential impact of these changes on the Consolidated Financial Statements.

In August 2016, the FASB issued changes to the classification of certain cash receipts and cash payments within the
statement of cash flows. The guidance identifies eight specific cash flow items and the sections where they must be
presented within the statement of cash flows. These changes become effective for Arconic on January 1, 2018 and
early adoption is permitted. Management does not expect these changes to have a material impact on the Consolidated
Financial Statements.

In November 2016, the FASB issued changes to the classification of cash and cash equivalents within the cash flow
statement. Restricted cash and restricted cash equivalents will be included within the cash and cash equivalents line on
the cash flow statement and a reconciliation must be prepared to the statement of financial position. Transfers between
restricted cash and restricted cash equivalents and cash and cash equivalents will no longer be presented as cash flow
activities in the statement of cash flows and material balances of restricted cash and restricted cash equivalents must
disclose information regarding the nature of the restrictions. These changes become effective for Arconic on

January 1, 2018. Management has determined that the adoption of these changes will not have a material impact on
the Consolidated Financial Statements.

In March 2017, the FASB issued changes to shorten the amortization period for certain callable debt securities held at
a premium. Specifically, the amendments require the premium to be amortized to the earliest call date. The
amendments do not require an accounting change for securities held at a discount; the discount continues to be
amortized to maturity. These changes become effective for Arconic on January 1, 2019 and early adoption is
permitted. Management has determined that the adoption of these changes will not have a material impact on the
Consolidated Financial Statements.
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In March 2017, the FASB issued changes to the presentation of net periodic pension cost and net periodic
postretirement benefit cost. The new guidance requires registrants to present the service cost component of net
periodic benefit cost in the same income statement line item or items as other employee compensation costs arising
from services rendered during the period. In addition, only the service cost component will be eligible for asset
capitalization. Registrants will present the other components of net periodic benefit cost separately from the service
cost component; and, the line item or items used in the income statement to present the other components of net
periodic benefit cost must be disclosed. These changes become effective for Arconic on January 1, 2018, including

interim periods within those fiscal years. The new standard must be adopted retrospectively for the presentation of the

service cost component and the other components of net periodic benefit cost in the income statement, and
prospectively for the asset capitalization of the service cost component of net periodic benefit cost. Management is
currently evaluating the potential impact of these

10
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changes on the Consolidated Financial Statements. For 2017, the Company expects to record non-service related net
periodic pension cost and net periodic postretirement benefit cost of approximately $150 which would be recorded
separately in the Other income, net line item in the Statement of Consolidated Operations upon the adoption of this
standard. Management is currently evaluating the potential impact of prospectively adopting the asset capitalization of
only the service cost component.

In May 2017, the FASB issued clarification to guidance on the modification accounting criteria for share-based
payment awards. The new guidance requires registrants to apply modification accounting unless three specific criteria
are met. The three criteria are 1) the fair value or the award is the same before and after the modification, 2) the
vesting conditions are the same before and after the modification and 3) the classification as a debt or eq