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Highlights of 1980

Principal Highlights

Total shipments of aluminum products { GO0 tonnes)

Shipments of fabricated products { 000 tonnes)

Total sales and operating revenues (U5, $ rmiflions

Net inceme (U.S 3 millions)

Capital expenditures (.5, & millions)

Number of employees {al end of vear—thousands)

Financial, at end of year (.5 3 milons;

Working capital

Net fixed assets and investments

Long-term debt

Commoen sharehaolders’ equity

Return on average shareholders’” equity {%)
Historical cost methad

Currenl purchasing power method

Common shares (U S 5] After giving effect 1o 1ne 2 for 1 subdivision of shares on 31 harch 1980

Net iIncome per share {inciuding extraordinary gainj

1980
1,688
1.055
5,215

542
752
67

1,373
2,767

210
2.463

24
12

Firs! quarter 1.83
Second quarner 1.70
Third quarter 1.63
Fourth quarter 1.54
Tolal for the year 6.70
Cividends per share for the year 1.35
Number of common shares outstanding {af end of year —thousands) 80.8923

Annual Meeting

The Annual Meeling of the shareholders of Alcan Alurminuum Limited wilt be held on
Thursday 26 March 1281. at 10 a.m . in the Chateau Champlain Hotel. Montreal
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1979
1,532
1.036
4,390

427
495

1275
2168

759
2.030

23
10

1.19
1.35
1.29
1.45
528
1.05
80.8923

1978

1,597
982
3711
297
333
63

1,113
1,865

691
1.688

76

97

86
1.08
367
.78
80.893
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The Chairman’s Message

The international alurinum industy - including Ajcan

achieved arelatvely good passage through the vear
1980. Although recession conditions emerged in the
second hall in vanving degrees in Europe. Japan and
North America and resulled in some declines in

aluminum demand. the bnipact so far has been much
less severe than in the recession of 1974-75 when
varnings lel] drastically.

The difference this tme liez in the lower levels
of world alumimun: inventories when the downtum
arrived. and therefore a better balance benveen supply
ancl demand. As a consequence. the level of aluminum
prices moved more in keeping with the needs of an
indusuy which must be healthy if it 1s 10 improve i
{aciliies and arow,

Whether the decline in free world demand. which
was aboul 8% in the second half. will continue long
it 1981 remains 10 be seen. The dwrectors are.
however, pleased with Alcan’'s improved performance
in 1980, The basic strenglhs bailt into the Company’s
worldwide system were demonsirated in the new high
levels of earmngs and sales,

In the second quarter of 1980 the quanerly
dividend was increased from 30 cents 1o 35 cenrs per
share and the Beard of directors today authorized a
finther quarterly increase to 45 cents. pavable 12 March.

As outlined in this report. Alcan has programs
for significant development. hvolving capital fivest
ments of considerable size In general terms. il the
current level of profits can be maintained. the capiral
program should prove manageable. The divectors have
the program under constant review 1o ensure that it
15 based on conditions as sound as can be foreseen
in a complex international environment.

The Board met ten times during the vear.
mclhiading ane meeting in Australia and one i the

Aoy doarmururm Linled

Saguenay reqion of Quiebec when the directors were
able 1o familiavize themselves with the Company's
management structure and  senior per
soniel 1 these important areas. The Personnel
Conunittee of the Board and the Audit Commitee
held numerous meetings dealing with their responsi-
bilities. which are defined v rhe Proxe Statement.
Board attendance al meetings continued o be
extremely high and called {or a significant commit-

activitjes.

ment of time on the part of all Board members.

Asomore fully esplained i the proxue sclicitation
stalemertt. shareholders will be asked at the annual
mecting o authorize a share option plan for key
management personnel Thew will also be asked 1o
autherice a stock dividend plan which. il implemened.
will form part of a package now under development.
permitting shareholders 1o elect (o recewe stock div
dends 1o re-invest cash dividends in additional shares
and to purchase shares divectly from Alcan {or cash.

Under the Board's yetrement rules. the Hon
James Sinclair. o will not be a candidate for re-election
al the annual meeting. Mr. Sinclair has served as a
director since 1966 and his extensive business expenence
and sound counsel have been highly valued by the
Board. To ill this vacancy the name of the Hon.
Jobn [ Nichol. o¢ will be proposed {or election at the
annual meeting,

The directors commend the eiforts of the mana-
gements and staffs at all levels in bringing the Company
throuah a successiul year and in positioning it lor
further advance.

Nathanael V. Davis
Chairman of the Board

Montreai, Canadae
S lebruany 1981



The President’'s Message

Alcain’s earnings from its worldwide operations and
saies. and from s mvestments in partially-owned
companies. rose strongly 1o U5, $542 million in 1980.
This was due to improved results in Canada. Latin
America. Asia. the South Pacific and Africa wihich
more than offset declines in Europe and the United
States.

Farnings showed an increase {or the {ifth conse
cutive vear. and dividends were raised for the fourth
consecutive vear.

Consolidated tonnages of aluminum seold. in:
cluding record volumes of fabricated products. were
up by 4%. despite a decline of about 6% in 1otal world
demand. Total revenues exceeded $5 billion for the
first time. reflecting the higher sales volume and im-
proved price realizations,

The return on average shareholders equity was
24% whicl was sormewhat above the 23% in 1979 but.
if adusied for the impact of inflation on both profits
and assels las shown on page 40). a more realistic
amount for rate of renim is 12% This is a satisfactory
rate. but is also necessary in view of the heaw capital
investmernts the Company must make if it is 10
reinforce its productivity, provide better jobs and
meel anticipated demand for its aluminum products.

Particuiarly significant was the increase in earn-
ings to U.S $421 million. before preferred dividends.
in Aluminum Company of Canada. Ltd which em-
braces Alcan’s sinelting, chemical and transport oper-
ations m Canada. its fabricating activities in Canada
and the United States. and alumina nroduction in
Jamarca This subsidiary had shown an uneven earn-
inas record for several years arising from a combination
of market recession in 1974-75 and work stoppages
in 1976 and 1979,

In 1980. with steady smelter operations at full
capacit, for the whole year. and with improved
margins in most products. the North Ainerican systemn
performed closer to its potential and was responsible
for 70% of Alcan’s net income. At the same time it
disbursed $583 million in pavrolls and fringe benefits,
provided $1 billion in exports from Canada. incurred
$1953 milkon m cash income taxes. and reinvested
$453 million in new or upgraded plant facilities.

The lengthy program of developing Alcan’s
international base also showed its benefits last year
with net income of $133 milion cutside Aluminum
Company of Canada. Ltd. despite a decline in
European earnings. Income in Latin America was up
62% at $62 million. in Asia and the South Pacific up
38% at $50 million. lnvestments and operations in
Africa doubled their return to $8 million. Net income
in Europe {excluding certain non-recumring iterns of
$40 million in 1979 declined by 48% to 321 million
due 10 the recession in soime countries. mainly the
United Kingdom. These Area results include the income
from equiry-accounted companies in Japan, Europe,
[Latin America and Alrica which in total reached $25
million. up 19%.

Production of primary aluminum by subsidiaries
was at a new high level of 1.302.000 tonnes. up 9%
from the previous high. in spite of shortages of rainfall
and power in India which caused production 1o fail
60.000 tonnes below rated capacity. New smeiter ca-
pacity in Canada and Australia came into production
in the closing months of the vear.

Alcan’s continuung policy of fabricating expansion
resulted in record consolidated sales of 1.055.000
tonnes of fabricated products or 66% of 1otal sales
volume. Sales revenues were $3.26 billion. Associated
with their vital contribution in developing markets tor
aluminum products and outlets tor ingot. it was note
worthy that virtually all fabricating companies. including
those in so-called “pioneer operations’. vielded a profit
in 1980, Rates of return were mixed. but it is ¢lear that
the 20-vear eftort 1o strengthen the fabricating base
has proved beneficial. and increasingly profitable.

Faliat Avoomiurn Leneq

Alcan's Management
Commitree. From
left 1o right: Eric A
‘Triga. Patrick

Jean Jacques Rich.
David M. Culver.
President. Eric F.
Wesl. John H Hale.



At the same time, we hold to cur traditional role
as suppliers of primary ingot 1o independent fabrica-
iors in world markets. Last year, ingot sales tonnage
increased by 7% to 533.000 tonnes, and this could
have been larger in the first nine months if supplies
had been available.

Also 10 be noted are the substantial third-party
sales of $841 million in “all other products”, chiefly
alumina, chemicals and non-aluminum metals, which
increased by 19% and showed a gross profit of $201
million.

Markets
Although it faces in varying degree a number of prob-
lems, such as cost inflation. economic cycles in con-
suming industries, energy and environmental concems,
and wide fluctuations in foreign exchange rates, the
international aluminum business appears to be weath-
ering the storms befter than most other metals. Much
of the credit must go to the unique qualities of the
metal itself, which make it adaptable to the changing
needs of a changing world. Aluminum'’s ability to be
made strong, while remaining light in weight, makes
it increasingly useful in transport and automotive
vehicles to conserve expensive fuel lts unique ad-
vantages in recycling, at an energy cost onty 5% of that
required for primary smelting, help its growing use in
many products, particularly beverage containers. Alcan
is adhering to its policy of staying close to the ultimate
aluminum user and pushing market development
through better technology at all stages of preduction.
For these reasons and because of Alcan's basic
strengths. the onset of recession in 1980. first in the
UK. then in the USA and later in Continental Europe
and Japan, did not seriously affect the Company as a
whole. Although free-world demand for primary alu-
minum declined by about 6% {rom 1979, with the

B e

1977 1978 1979 1280

rAlter extraordinary gans

Alcan Alunminium Limited

greater part of the drop in the second half. Alcan had
entered the year with a strong order book and low
inventories. The impact of lower demand in the second
half had been cushioned earlier by greater emphasis
on sales of sheet for containers in the United States
and continuing strength in numerous smaller markets.

The North American markeis showed signs of
partial recovery at the end of the year but the weak-
ness continued in FEurope and Japan, and it appears
that in the early months or first hait of 1981 business
will be somewhat more difficult than in 1980. Smeler
operating rates around the world are at high levels
{about 94% of effective capacity) and it seems likely
that surplus inventories of primary aluminum will rise
substantially unless growth in demand resumes
promptly or production rates are reduced.

However. year-end surplus inventories in the
free world are estimated at just over one-fourth of the
highest level they reached in the last recession (2.7
million tonnes in May 1975), and it is unlikely that a
problem of equal size will recur in view of today's
elevated production costs for many producers and the
higher carying charges for inventories. Having sold
in 1980 practically all the primary aluminum it pro-
duced or acquired. Alcan’s year-end inveniories were
at norrnal working levels for the current rate of business.

Looking beyond the present downturn, Alcan is
planning for continuing growth in the demand for its
products in the Eighties, although probably not at the
high rates experienced in the earher decades. The
inflated capital costs of new facilities, and higher costs
of new energy supplies and of most raw materials, re-
quire higher prices for the new aluminum to be
produced. But higher prices could involve a lessening
in aluminum’s ability to enter new uses. or retain its
market share in present uses. To keep the metal
competitive. care will be taken to ensure thal new
facilities are the most economic that can be established.

For the same reason. control ol production costs
in existing facilities is also a matter of high priority.
Escalation of labour costs. fuel oil and other basic ma-
terials and transporiation costs is a matter of serious
concern which receives the constant atfention of
management.

Alcan’s strengths reside in our diversified irter
national base and management, our well-balanced
raw materials position, our market access as experi-
enced ingot sellers and as fabricators. our relatively



The President's Message

{avourable cost structure in our established smelters
and a strong balance sheet. These factors, plus an
emphasis on improved technology and an ability to
implant it in operations new and old. are the keys to
future success

Capital Program
Iy 1979 and 1980, with real economic eamings
reaching an improved level. Alcan has been able to
step up irs capital expenditures for expansion of
capacity. essential upgrading of older facilities and
mproved environmental controls, In general. the policy
15 1o pursue balanced growth in all sectors of the
business. with some emphasis en our smelting capacity
which grew by only 30% i the decade of the Seventies.
or just half the 60% growth in demand. Alcan has
good expansion opportunities for smelting in Canada.
Brazil and Australia. based to a considerable degree
on foundations established earlier.

ixed capital expenditures and new inveshiments
reached a total of $752 million. up 52% from 1979,
Of this total. some $453 million. or 60%. was invested
in the North American area. particularly Canadian
smelting With the gathering momenturn on several
maior projects. and on many smalley envitonmerilal
and cperating improvements. 1ctal capital expendi-
tures of aboutr $950 millon are projected for 1981
Of these. more than one-third will be required in
Canadian smelting operations. and sizable under-
takings in Australia. Brazil and Europe are included.
However. there is flexibiliny in the program and some of
the projects could be deferred by management deci-
sion or delayed by circumstances beyond our centrel.
Further discussion of the capital program is contained
later in this report.

The highly capital intensive nature of this busi-
nessisillustrated by these large outiavs which are care:
fully screened but are clearly needed (o maintain pro-
ductivity, achieve cost savings and provide forward
momentum. To support this. it is essential to maintain
the improved level of earnings.

Brazil

Construction of a second potline at the Arati smelter,
near Salvador in Northeast Brazil. progressed last year
and will be completed in 1982, doubling its capacity
to 58.000 tonnes. A shortall in our Brazlian hot
rolling capacity will be overcome with the addition of
a world-scale hot mill at an estimated cosl of $150
million. Work on this project will begin in 1931 at
Pindamonhangaba between Sac Paulo and Rio de
Janeiro, where Alcan opened a high-speed cold rolling
complexn 1977.

Smelting in Canada

The availability of hydroelectric energy. and the pres-
ence of our experienced employees. management and
technical staffs. are the basic strengths on which Alcan
will build in pursuing a vigorous simelter modernizaton
and expansion program in Canada through the
decade of the Eighties.

S Aqunnnm Lo
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Such a program would support a continuing
active development of the growing domestic market.
while assisting the Company to serve the demand in
those external markets where growth in aluminum
production appears unlikely because of the constraints
on available energy for the smelting of the metal.

We will thus promote economic growth and job
creation in Canada and mainiain Alcan’s position as an
internationally competitive major exporter from
Canada to many countries.

in Quebec, the new Grande Baie smelter has
commenced production and by mid-year the first pot-
line of 57.000-tonne annual capacity will be in full
operation. Construction is also progressing on two
identical additional potlines which are scheduled to
enter production, one by the end of 1981 and the other
by the end of 1982.

When the 171,00010nne project is completed.
total investment will have reached about $500 million
and more than 650 permanent jobs will have been
created. together with the significant multiplier effect
in the economy of the Saguenay region.

In Manitoba, where hydroelectric power has been
developed by provincial agencies with a view to future
industrial growth and where more can be developed.
Alcan, with the encouragement of the government. is
conducting a pre-feasibility study for the first smelter
in that province. This facility would have an annual
capacity of about 200,000 tonnes of aluminum, mainly
for export. Capital costs, logistical costs of incoming
materials and outgoing aluminum. as well as power
supply aitangements, are key topics in the stuey.

Trends in Aluminum Prices

700%

600

1976 77 78 79 80
@ Alcans Net @ international @ rcanus
Realization on Ingot &pot Price* Producers
Sales of Ingot and List Price
Ingot Preducis® “6-month Average
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In British Columbia. Alcan continues to pursue
its extensive studies to determine the conditions
necessary for completing its Kemano hydroelectric
project. as was envisaged in its 1950 agreement with
the province. This agreement led to the Company’s
initial development of 896,000 kW of energy and its
eslablishment of the Kitimal smelter with present
capacity of 268.000 tonnes.

The Companyis confident that. working together
with biclogists and area residents. it can define the
scope of a project which will both protect the existing
economic base aiong the river systemn in the area and
allow the development of further economic aluminum
smelling. while meeting environmental stewardship
requirements. Clearly. this important water resource
must be shared with regional economic needs such as
fisheries. agriculture and the communities they support.

Smelting in Australia

A full-scale feasibility study is almost completed for
a new smelter in Queensland. Australia. to be based
on coalfired power for which amangements have
been made. If the ownership plan is approved by the
Australian authorities. the construction of a first:phase
smeller of annual capacity of 100,000 10onnes. to
eveniually reach 300.000 tonnes. will be ready for
consideration by Alcan’s divectors in 1981, This
smelter would be intended 1o serve export ingot
markets. particularly Japan and Southeast Asia. since
Alcan’s ingot requirements for the growing domestic
market in Australia are covered by its first smelter in
New South Wales now under expansion.

Proposed UK Share Exchange
The directors today decided to offer to buy out the
22% minority shareholdings in Alcan Aluminium (UK)
Limited. at a price of 120 pence per share, or a
total of some £12 million. The UK shares would be
exchanged for Alkan shares valued at the New York
market price and exchange rate prevailing at the time.
The Alcan Board believes that the future devel-
opment of the Bntish subsidiary can be better assured
as a wholly-owned member of the Alcan group. and
that the interests of the minarity shareholders will
be better served if they exchange their shares for Alcan
Aluminium Limited shares as proposed.

Technology and Research

At the heart of all Alcan’s endeavours is the recog-
nition that ours is a high-technology business. The
continuous improvement of technolugy and the up-
grading of our abilities to transfer that technology
successfully between areas are of great importance to
the success of a multinational corporation and its
acceptance in new situations.
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To serve these ends, Alcan looks to 1.200 men
and women in technology and engineering staffs at
its international headquarters in Montreal and at
four laboratories in Canada, the United Kingdom and
Spain. Additional technical staffs are employed in the
major operating units, and there is also close integration
with research activities in Japan and India.

The research and development thrust is in three
main directions: raw materials, aluminum production
and subsequent fabricating processes, including pro-
duct development. In all three fields, emphasis is on
both improving present processes and on the develop:
ment of new or non-conventional alternatives.
An experimental engineering centre, built in the
Saguenay region of Quebec at a cost of $10 million
for development of smelting technology, will open
in 1981. Energy conservation is also a subject of
major effort at several locations.

Alcan’s research and development expendi-
tures in 1980 were $47 miilion. an increase from
$34 million in 1979, Further increases will be required.

Employees

Industrial relations in all major operations in 1980
were relatively untroubled compared with the pre-
ceding year. A new 30-month contract with the
employees’ union at the Kitimat smelter in British
Columbia was signed in November and the contract
at three Quebec smelters has been renegotiated for
an additional period of 16 months, until the end
of 1983. Negotiations with the bauxite and alumina
production employees in Jamaica are currently under
way. All operating managements are giving renewed
emphasis to developing sound industrial relations both
over the near-termn and longer range.

Alcan’s management is convinced that the
strengths and opportunities mentioned earlier in this
message would have little value were it not for the
efforts and skills of our 67,000 employees, with
specialized experience in ourvarious types of business.
One of Alcan’s corporate objectives is “to maintain
an organization of able and committed individuals in
the many countries in which we operate and to
provide opportunities for growth and advancement
both nationally and internationally”. We are grateful
for the contribution of employees in working towards
this objective.

Management

The management requirements in a growing, and
increasingly complex, intemational business have
been recognized by the strengthening of existing
staffs and the addition of cerain functions at Alcan’s
headquarters in Montreal. Capacities for energy
studies, ingot sales management and corporate affairs
management have been increased.

The management of interdependencies on an
international basis has also been reinforced through
the nomination of the Area General Managers in key
headquarters around the world as field vice presidents
of the parent company.

The Future

Alcan is preparing itself to meet the opportunities
and problems of the 1980s. Increasingly, in government
and business circles of the world, there appears
to be recognition that the sound and economic
development of the aluminum industry must be
approached with an intemational viewpoint because
of the geographic dispersion of its raw matenals supphy,
energy sources and markets.

With its long experience in the international
field, Alcan is well-positioned with dispersed manage-
ment staffs and operating bases to develop the
opportunies as elaborated by its process of integrated
strategic planning. But the only true authority to
support such development is excellence of technology
and of marketing skills, management ability and
ethical behaviour. These are Alcan’s watchwords for
the years ahead.

David M. Culver
President and
Chief Executive Officer

Montreal, Canada
5 February 1981

Alcan Alumimum Limited




Production, Sales and Raw Materials

Primary Aluminum (in thousands of tonnes}

Subsidiaries

Rated Planned Capacity

Production Capaciny at End of Year

1680 End 1980 1681 1982

Canada 918' 961"" 1,018 1.075
United Kingdom 124 125 125 125
Brazil fate} 88 98 118
Australia 70 90+ 90 112
India 58 118 118 118
Germany 44 44 44 44
1,302 1426 1493 1592

*Includes 45,000 tonnes toll-smelted {or a related company (see page 13).
*“Includes 57,000 tonnes of new capacity which entered partial production December 1980.
Fincludes 22 500 lonnes of new capacity which entered partial production in the third quarter of 1980.

Related Companies

Alcan holds a 50% equity in Nippon Light Metal Company, Lid, Japan, which had a capacity of 198,000 tonnes
at the end of 1980. Alcan also holds a 42.5% equity in Empresa Nacional del Aluminio, S.A., Spain, with a capacity
of 126,000 tonnes at the end of 1980 and which, in turn, owns 55% of the 180,000-tonne San Cipran smelter.

Consolidated Sales of Aluminum by Markets (thousands of tonnes}

1576 1977 1978 1979 1980
Canada 211 220 220 241 231
United States 352 374 450 402 461
Latin America 115 116 121 145 140
European Economic Community 408 364 382 434 424
Asia and South Pacific 216 185 335 255 280
All Others 72 59 &9 55 52
1374 1318 1.597 1,532 1.588
Basic Raw Materials Mining — Operating Statistics 1980
.Bauxi.te, thg bas.sic raw material fror.n.w}l)ich. alumin!.xm Proved bauxite reserves at beginning of year
is derived, is mined by Alcan subsidiaries in Jamaica, (millions of crude fonnes)
Brazil, India, Malaysia and France. It is also acquired Subsidiari 959
, - _ i - ubsidiaries
through .Alc‘j:m 5 egmty interest in consortium mining Alcan’s share of related companies 68
companies in Guinea and Brazil and by purchase ———
from third parties. 320
Alumina, or aluminum oxide, is the intermediate Total weighted average aluminum content”
product between bauxite and aluminum and is Subsidiaries 27%
extracted from bauxite by a chemical process. Alcan Alcan’s share of related companies 31%
operates alumina plants in Jamaica, Brazil and India,
adjacent to the mining operations in those countries, ~ Bauxite mined (millions of crude tonnes)
The Company also operates two alumina plants in Subsidiaries 5
Quebec, Canada, supplied principally with bauxite Alcan’s share of related companies 4
from Guinea and Brazil. Alcan holds an equity interest 9
in Queensland Alumina Limited in Australia and in Primary aluminum produced by subsidiaries
the new San Ciprian alumina plant in Spain. (miliions of tonnes) 13

The alumina produced in Brazil, India and
Spain is consumed by Alcan’s affiliated smelters in
those countries. The Australian alumina is shipped
to British Columbia and also supplies Alcan’s smelter
in Australia. Jamaican alumina is supplied to Alcan
smelters in Canada and Europe and is sold to third-
party smelting companies.

Alcan Aluminium Limited

“The amount of aluminum extractable is always less than the total
aluminum content. varying accerding to the nature of the bauxite,
the process technology employed to extract the intermediate
product, alumina, and the alumina plant efficiency.
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Canada—Smelting

Alcans  Canadian  smelters preduced a  record
918400 tonnes of primary aluminum i 1980
{709.200 toimnes in 1979) including 45,000 tonnes
toll smelted i each vear for Alcan's related company
21 Japean. but not mcluded i consohdated sales.

Toral shipments of aluminum and chemical
products by Alcan Smelters and Chemicals Lid
procdiced revenues in excess of 1.4 billion.

In December. Canadian simelting capacity was
micreased with the start up of the first hail of the first
57.000 101me potline at Grande Baie. Quebec. The
fine is being brought on siream gradually and should
reach full production before Julv 1981

Construction on the second and third phases
ol the Grande Baie smelter proceeded well durnng
the vear and it should reach is full productive ca-
pacity of 171,000 (ormes of alumuiunm in late 1982,
raising the Company's Canadian rated capacitv to
LO75.000 tonmes.

Modemization programs. designed primarily to
improve working conditions and eneragy use efficiency.
continued at all Tacilities.  bringing  total capital
expenditures o U.S $336 million. At Kitimat, B.C..
the mstallation of Sumitomeo technelogy on half a
potline was completed and testing commenced with a
view 1o 1olal adaptation of the plant. to aclneve energy
savings and improve envirommental conditions.

In Jonguiére. Quebec. the first of a nvo-phase
pregranm for a new direct chillcasting centre at the
Arvida smelter was brought {ully on stream. providing
addifional ingol casting capacity.

At the neighbouring Vaudreull chemical com-
plex. work started on the nstallation of three energy-
elbaent flud flash calciners 1o replace the 10 rolary
kilns in use since the carly 19405 at the 1225000
lonne-peryear alumina faciling. In addition. approval
was given for the modernization of the precipilation
circuits at Vaudreuil to improve productiviny and
product qualiny,

Authorization was alse given 1o proceed with
the construction of a new alummum fluoride plant in
Jonquiere. to replace (he present one which has been
in operation since 1940 and has become environ-
mentally unacceptlable.

At Kinmat. B C . mstallation of the replacement
carbon paste plant proceeded towards s scheduled
mid 1982 start-up.

Fllective 23 October. the employees” union and
the management at Kithmat signec a new cotlective
agreement providing for a 34.5% wage ncrease and
mproved benefits over a 30-month pericd. The new
confract will expire in April 1983

[ lebruary 1981 an agreement in principle
providing for wage increases was 1eached with the
untion at three of the four Quebec smelters. and for
an extension from September 1982 unt] December
1983 of the colleclive agreement which had been
staned in 19790 A similar offer was made at the
fourth smielter.

Alcan Aluminiuem Limited

Executve Committee. Alumimum Company of Canada Lid From
it Roy A Gentles Exccutve Vice Presdent. Nerth Amencan
fabricating and sales. Sanford M Treat, Jr Vice President. Canadian
Tatmicanng and sales: Wl Rich, Vice President. Brinsh Columbia.
Patrick Jean Jacgues Rich. President and Cheef Executive Offweer
Douglas M Ruchne. Vice Prescdent. Canadian Smielng and ). Jacques
Gagnon: Semor Exeeutive Vice President tAbsent: RE Shamatt
Faecunve Vice President. Finance. and Treasurer)

North American Fabriéating ananles

During 1980, Aluminum Company of Canada. Lid
nnplemented a program to integrate the management
of fabricating operations m Canada and the United
States This integration will result in significant benefits
10 botly the ULS, and Canadian labricating businesses
through a more eliective utilizvanon ol jon lacilities,
capital. rescarch and developinent. and personnel

Total sales 1onnage and revenues ol the North
American fabricating and sales area again sel new
records but resulls were tempered in both countries
by recessionary pressures.

Canada
Alcan Canada Products Limied. which operates 28
plants across Canada 1o produce semi labricated and
fimished products. had sales 1ovenues of $713 million
i 1980 up 12% from 1979 despile a declne in
total shipments in Canada (o 231.000 1onnes from
241.000 ronnes. by additon. 24.000 (onmes of fabr
cated products were exported to olher Alcan com
panies and third porties

In the recessionary Canadian domesuc markel
where total aluminum demand declined about 1:3%.
sales of rolled products yose i the packaging market
but were offset by lower volumes in the building. trans-
portation and industrial markes. The naticnal decline
of 18% in new housing starts was mainly vesponsible
for a modest decline in total seles of building products.
despue strong demand i British Columbia. Four
new distribution centres were opened in Ontario and
Quebec.
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The Trombetas
bauxite project in

the Amazon region |
of Brazil. the most |
important new world |
source of bauxite.

had its first full year

of production in

1980. Alcan holds

a 20% interest and ‘
received 1.2 million |
tonnes of bauxite. !
Upper view. the deep |
water port on the
Trombetas River |
where ships can load |
up to 50.000tonnes.
Below. bauxite mine
on a plateau. 30 km |
from the river. ‘
{Photo H. Hamilton)
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Extrusion and foil products sales were up slightly
from 1979 while wire and cables advanced due to
strong domestic and export markets,

Sales of ingot products declined slightly on
account of weakness in the building and transporta-
tion markets. A new foundry alloy batching centre
in Guelph, Ontario, with 30,000 tonnes of capacity,
began supplying molten metal and foundry ingot to
casting plants, mainly for use in lighter-weight
automobiles.

Alcan Canada Products invested $27 million
in its continuing program to upgrade and expand
facilities for semi-fabricated and finished products.

A new continuous casting machine capable of
producing widths up io 215 cm is being installed
in Jonquiére, Quebec, which will add 45,000 tonnes
of reroll capacity, principally for export. Development
work is continuing to expand the product range
available from the high-volume continuous-casting
process.

A medium-size extrusion press and paint line
are being installed in Laval, Quebec. The growing
transportation markets offer real opportunities for
aluminum due to the metal's energy-saving potential.

A new rod mill is being built in Vancouver,
British Columbia, to increase redraw rod capacity
by 18,000 tonnes. In Shawinigan, Quebec, new
equipment will increase armoured cable strip capacity
by 50%. A new cable accessories plant was com-
missioned in Granby, Quebec.

United States

Alcan Aluminum Corporation set new records for
sales and shipments in 1980, However, net income in
consolidation fell from $48 million in 1979 to $33
million, reflecting government price restraints in the
first quarter which resulted in narrow margins in
several major product markets. Sales rose 23%to $1.4
billion as most major product areas contributed to the
increase. Although total U.S. consumption dropped in
1980. Alcan’s shipments of aluminum in all forms
were 461,000 tonnes, up 15% from 1979, when volume
was affected by Canadian smelter sirikes that reduced
ingot supplies.

Alcan Sheet and Plate Division posted a 73%
increase in beverage container sheet sales. However,
this was mostly offset by lower volume in other
markets and overall sheet shipments advanced by
only 1%. A summer heat wave, combined with good
customer acceptance of ‘FINZ55, a new proprietary
alloy used in the air conditioner industry, resulted in
excellent second half sales of finstock to that industny.

Work started during the year on a $50 million
modernization and expansion program at the Oswego,
New York sheet plant. The project will increase

Alcan Alurminium Limited

annual hot and cold-rolling capacity by 75,000 tonnes
and 20.000 tonnes, respectively, when completed in
1982. Alcan’s previously announced plan to install a
$32 million heat-treatment line at Oswego to produce
aluminum sheet for the automotive industry is being
reviewed in the light of changing circumstances in
that industry.

Alcan Building Products Division continued to
increase its market share and now ranks as the largest
supplier of residential aluminum siding in the U.S.
Expansion programs are now under way at the Rome,
Georgia and Bradenton, Florida plants to better serve
the residential window and door markets.

Alcan Ingot and Powders Division continue to
experience good results. Ingot products business was
excellent. while chemical sales were strong, particularly
in the second half, Demand for spherical aluminum
powders used in aerospace applications remained
firm, aided by large orders from the defence industry.

Alcan opened its first public beverage can collec-
tion centre in Joliet, lllinois in the last quarter of 1980.
The centre is located at the site of a secondary smelter,
the capacity of which is being doubled to 25,000
tonnes a year. Alcan has further increased its recycling
capacity by acquiring a 30,000-tonne-a-year secondary
smelter in Greensboro, Georgia. Early in 1981, Alcan
will begin operations at a new aluminum powders
plant at Joliet.

The Metal Goods service centres had their best
year in history as profits rose 20% on a 13% gain in
sales. Shipments for all product lines remained at
high levels.

Sales and profitability of the Cable Division
improved significantly, helped primarily by demand
for non-residential aluminum building wire and by
better margins for all products. Alcan is now promoting
its proprietary ‘Stabiloy” building wire which permits
ease of installalion in residential and non-residential
construction.

A highly-automated cable plant at Bay St. Louis,
Mississippi came on stream early in 1980 to produce
600-volt underground cable and work is already under
way to double its capacity.

Jamaica

With high smelter operating rates in the free world
aluminum industry, the international demand for
alumina was likewise strongin 1980 and market prices
for alumina rose substantially.

Jamalcan (the joint venture association of the
Jamaica government, 7%, and of Alcan, 93%) had
a year of good performance with production total-
ling 1,026.000 tonnes of alumina and shipments of
1.037.000 tonnes. Due to the stronger market and
the improved competitive position of the Jamaican
industry following the adjustment of bauxite taxation
rates in late 1979, the operating rates of the two
alumina plants could be raised to their full capacity
of 1,095,000 tonnes in the second half of 1980 after
several years at 80% or less.
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Total shipments of alumina for Alcan. represent-
ing 93% of the total were 964 000 tonnes. an increase
of 163.000 tonnes over 1979, Profits were significantly
hagher.

Essential upgrading of plant facilities required
capital expenditures of $14 million. Planned outlays
in 1981 will reach $21 million. including amaounts for
startling on a new red mud’ disposal system ai the
Fwarton alumina plant which will cost $20 million over
the next two vears and eliminate cenain ecological
problems.

The collective labour agreemenis berween the
National Workers” Union and the various bauxite
producers m Jamaica expired on 31 January 1981
Negotiatons continued after that date under the aegis
of the Ministry of Labour,

Latin America
Economic growth was
agani recorded in 1980 by
all .aun American coun-
tries in which Alcan oper-
ates. with the exception of
Argentina.

Net income for the
Area, including consoli-
dated subsidiaries and
equity-accounted con:
panies. reached a record
$62 million. up from $38
million in 1979 as higher
eamings were posted by all countries other than
Argentina,

Despite 100% inflation and an economy that
grew at a slightly lower rate than in 1979, Alcan
Aluminio do Brasil's smelter and semi-fabricating
operations had an excellent vear with record prolits.
Total aluminum shipments were 98.000 1omes. up
13% from 1979,

Capilal expenditures in Bradl 101alled $58
million. a significant pan of which was for the
30.000 tonne expansion of the Aratll smelter in the
Northeast region that is scheduled (o enter producticn
in 1982, Further expansions of Alcan's facilities were
announced during the vear. including a $150 million
hotrolling mill project that is expected 1o begin
production in 1984, The hot mill will be built adjacent
to the new high-speed cold mill opened in 1977 at
Pindamonhanoaba. between Rio de Janeiro and Sao
Paulo. The new mill will help meet arowmg domestic
aluminum sheet demand and assure Alcan s continu-
ing leadership in that country's aluminum fabricating
business

A. F. Black
Viee President. Latin America

Alcan Alununium [inuted

The impornant Trombetas bauxite mining project
in the Amacon region. in which Alcan has a 19%
interest. completed its fivst full vear of operation.
shipping 2.8 million 1onnes of which Alcan received
1.2 million tennes for its Quebec alumina plants. A
study is currenmily under way to determine if the
bauxite facility should be expanded 1o 10 million tonnes

per year from s present capacity of 3.35 million
tonnes.
The growth rate in Brasilian demand for

aluminum i 1981 may not reach the high levels
of preceding vears as a resull of the government's
recent strong Neasures 1o contain inflation. Earnings
in dollar terms could be lower this vear but the
longer term prospects for aluminum in Brazil remain
promising.

In Mexico. the economy grew by 7 5% and Alecan
Aluminio. S.A.L iy which Alcan has a 49% interest.
had another record year. The company plans capital
improvement projects of 332 million to modernize
and expand its sheel and foil mills at Tulpetlac.
near Mexico Citv. Mexican demand for aluminum is
expected to grow strongly during the 1980s. baclked
by the country’s growing resources in oil and natural gas.

Camea S.A.. an Argentinian fabricaling company
owned by Alcan. experienced a difficult vear with poor
economic conditions being conmpounded by import
competition and the necessity of lunher corporate
reorganization. Camea registered a loss on operations
in 1980 but improved results are expecied in 1981,

The smaller compames in Colombia and
Venezuela were less successful in 1980 than i the
previous year. but operations in Uruguay resulted in
a record year.

Europe

Growth rates in the major
Furopean economies.
which held up well in early
1980, began 1o decline in
the second hall and con
rnued to weaken further
ar year end. In the United
Kingdom. the decline was
with  the manu
facturing  sector of the
LCconomy  Moving into a
deep recession in ihe

severe

hor Suchoversky
Vice President, Farope

second gquarter with sharmp
declines i industrial producton. The cutlook for
1981 s for the recession to bonom out in the first
half. laliowed by some recovery later in the vear.
Reflecting the underlying economic trends,
demand for aluminum remamed strong through the
first half. but then began 1o siacken in the second half
as ndustial cutput fell and customers moved to
reduce inventories. Altminum ingot prices, which had
increased during the first half of the year. weakened in
the UK in the third quarter and this trend followed
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later in Germany and [taly. Towards the end of the
vear. prices for semi-fabricated products declined and
fabricating margins came under pressure.

Alcan's consolidated sales in the European Area
were 4500500 tonnes. down from 460.600 tonnes the
previous year. but sales revenues increased by 16%
to the equivalent of $1.7 billion. Consolidaled net
income was $25 million compared with net income in
1979 of $45 million. excluding $40 million of non-
recuving gains in the latter year. Underlving local
currency earnngs showed mixed results as compared
with the previous year,

In France. profits were well up. notably due
to good performances by Technal France S A {(75%-
owned) and the aluminurn extrusion operations. During
the year. Aluminium Alcan de France acquived a 75%
interest in Métodécor S.A. the largest anodizing
firm i France. and an 88% participation in Extralco
S.AL an aluminum extrusion producer.

Profits from German operations were lower
than in 1979 Work continues on a major expansion
of the casting plant at Nimberg. Germany which,
when completed in early 1981, will allow Alcan
Niimberg 1o increase its participation in the European
market for high-technology castings. particularly for
the automobile industny. Al Aluminium Norf GmbH
(50% owned) a third cold-rolling mill wwas successfully
commissioned and reached high utilization.

In Belgium. Alcan increased its extrusion and
anodizing capacity through the acquisition of Inter
national Extrusion N.V. {renamed 5A. Alcan
Aluminium Benelux NV in Heremals.

I laly. good marker conditions in the first hall
enabled Alcan’s extrusion and recycling operations to
achieve improved results for the vear. while in
Switzerland, the specialist foil conversion business of
Aluminiumwerke A.-G. Rorschach had a good vear with
strong demand and higher expon earnings. An
expansion of the fail conversion and printing plant
at Goldach, near Rorschach. got under way.

I the UK. Alcan Aluminium (UK Limited had a
difficult vear. The impact of low levels of demand was
aggravated by inflation and by a strong pound which
encouraged import competition and handicapped
exports. Operations were profitable in the first haif. but
losses were incurred in the second hall. providing low
earnings for the year as a whole. Considerable progress
noperating efficiencies was achieved at the Lynemouth
smelter and. since mid-year. it has operated close to
full capacity. The final stage of a program to upgrade
the hot-rolling mill a1 Rogerstone was completed and
good progress was made on a major expansion of the
plate heat-treatment facility at Kitts Green that is
scheduled for completion in late 1981 at a cosl of
$25 millon. In spite of overall progress in improving
the condition and reliabilin; of plant and eguipment.

S AT, il

the cutlook for profitabiling in the UK remains poor.
A proposed exchange of Alcan UK shares is discussed
on page 7.

In the Republic of Ireland. construction proceeded
on the 800.000-1onne-per-annum alumina plant of
which Alcan is a 40% owner. The project has expe:
rienced construction delays which, with lower than
anticipated construction productivity and higher than
expected nterest rates. inflation and exchange vari-
ations. have elevated the estimated cost of completion.
now planned in 1983, About 3000 construction
workers are on the site.

Total expenditure on fixed assets and invest-
ments in Europe was $109 million. and included an
investment of some 316 million to increase Alcan's
interest in Empresa Nacional del Alumimio. S.A
(Endasa) in Spain 1o 42.5% from 264%. Insttulo
Nacional de Industria. the Spanish government
industrial development body. retains a majority interest
in Endasa. Following the increase in Alcan’s partici-
palion in bndasa. the management of the Spanish
concern entered nto a close working relationship
with that of Alcan in Europe with the intention of
benefiting from Alcan’s European system while main
taining its leading position in the aluminum industry
n Spam

Plaming was initiated for a substannal capital
invesiment program to increase the competitiveness
of Endasa’s aluminum semi fabricating operations.
The smeltey a1 San Ciprian. which is 55% owned by
Fndasa. reached s full operating capacity of
ISG000 wmes In June. producing lngh-grade ingol
wilh good efficiencies However operating costs have
severele escalated as a result of increases in the costs
of power. The relaled alumina plant. which came
ol strean i September. is expected 1o reach its
amal rated capacine of 800.000 tonnes i 1981

During 1980, further progress was achieved with
the Area management energy prodgram. and in 12
months energy savings at 14 Alcan facilities in Europe
were the equivalent of abour 45000 onnes of oil.

Africa and the Middle East

[n Nigeria and Ghana.
where Alcan conducts
fabricating operations,
economic conditions failed
1o improve as had been
hoped following the 1979
transinon in both countries
to civilian administrations
from militarny governments.
in Nigeria. where the
eCcoONoMYy continues 1o be
bolstered by increasing oil
reventes. it has taken
longer than anticipated for
public funds to ke ranslated into actual construction
programs. Thus relatively wealk demand for building
products. combined with technical problems in the
early part of the vear at the new rolling nill of Alcan

R. L. Rosane

Vice President, Afnce
and Middfe Fast
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Aluminium of Nigeria Limited. affected Alcan’s fabri-
cating operations and resulted in lower than expected
levels of profitability and production.

In Ghana. initial steps taken by the incoming
civilian governiment to deal with the difficult financial
situation resulted in less foreign exchange available {oy
imporiing  aluminum than had been anticipaled.
As a consequence. Alcan's labricating operations were
at a low level

The first stage of a leasibility study directed by
Alcan of the polennal development of bausxite deposits
in the Western redgion of the United Republic of
Cameroon has been completed. A 1echnical report
has been submitted to the Carneroon govenmiment and
15 the basis for further geoiogical exploration work
currently under wavy.

In the Republic of South Afnica. the economy
continued strong and Huletts Aluminium Limited. in
which Alcan has a 24% mterest. had excellent results,
During the year. a controlling interest i Huletts
Corporation. which owns a majority of Huletts Alu
minium. was acquired by Anglo-American Comoration.

The bauxite mining operations of Compagnie
des Bauxites de Guinee. inwhich Alcan has a 13.77%
interesl. continued to show improvement in efficiency
during the vear. An increasing part of Alcan’s share of
tonnage was shipped to the new San Ciprian alumina
plant in Spain. in addition 10 shipments 1o Canada.

Alcan continues 1o evaluate and develop trading
and invesiment opporlunities in those countries of
Africa and the Middle East which offer significant
growth potential
India
Another difficull year was experienced by the Indian
aluminum industry. including  Indian  Aluminium
Company. Limited. owned 55% by Alcan. Predictably.
Indian Aluminium began the year badly due to the
conlinued power reductions resulting from the failure
of the 1979 monsoon. However. by July. idled potlines
were being restarted as a result of a more than
adequate rainfall in 1he 1980 monsocon and. in
Seplember. Indian Alurninium was operaling all units
for the first time in its history. Unfortunately. a produc:
tion curailment of 309 due to power reductions was
imposed prior to year end al the 73.000-torme a year
Belgaum smelter,

Alcan Alununium Limued

More significant. however. is the continued
reluctance of the Indian govermment 1o permit
increases in the controlled price of metal. {orcing
producers 1o absord all increases in raw maierials prices
since April 1978, However. the government did permit
producers 1o pass along higher electricity charges
and increased costs ncurred by the Stale Trading
Corporation inn purchasing imported metal.

The net result of the government's attitude
1owards metal prices and continued high levels of
mflaton is that all domestic producers are operating
their smeliers at & loss. although Indian Aluminium
has been able 10 offset this s<omewhat with profits
from its fabricating operations.

Imdian Aluminium s seeking  government
approval lo increase capacity of its Belsaum alumina
plant by 60.000 tomes annualiv 1o 220000 tonnes,
Beasic engineering has already been completed

Japan

Japanese demand for pri-
mary aluminuni was stirong
iy the first halt of 1980
but a fall off in the second
half resulted i t1otal de-
mand lor the year falling
0% below 1979 1o 17
million tomnes. Part of the
reduction was due 1o an
abnormally cool Japanese
sununer reduced
dernand for canned drinks
and consumer durables,
such as air conditioners. Also. housmg starts were
depressed. which ranslated o lower demand for
building products.

ingol prices tose during e year. but rising
energy costs kept margins on domeslic smelling
relatively tight Imports reached the record level of
800.000 tonmes of ingot and 300,000 tonnes of scrap
with the USA supplying a significant portion of the
mcrease over 1979 Faced with rising oil costs and
low-cost inmorts of metal due 1o yerr apprecianon.
Japanese simelters reduced their produchion again to

which

Norman F. Macfarlane
Vice President, Japan and Korea

an annuai rate of one million lonnes early i 1981

Demand for fabricated products pealked in Apnl
and. by August. shipments of mill products had fallen
by 20 As a resuit. total smeller nventones began
ncreasing rapidly and. hy vear end were 220 000
tonnes. up from 95000 tomes a year aga.

Nippen Light Metal Company. Lid. 50% owned
by Alcan. posted a good perfermance i the fivst half
but profits deteriorated in the second hall Sales
revenues. which are not included in Alcan's consal:
idated sales. increased by 20 10 the eguivalent of
$ 1.5 billion. helped by igher prices and the contmuing
expansion of fabricaling operations. The company
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dismantled and sold for export its 107.000-tonne-a-
vear Niigala smelter which it had closed because of
high energy costs. and contracted with other Alcan
companies for major amounts of imported metal
Along with other Japanese companies. it is investigat-
ing means of further reducing its rehance on oil fired
energy al ils remaining smelters.

Toyo Aluminium KK, also H0%-owned by
Alcan. showed further improvements in 1980 and
otal foil shipments rose 5% to 27.000 tonnes.
equivalent 10 a 27% share of the Japanese market.
Consolidated sales revenue increased to the equiva:
lent of $200 million.

Asia

PT. Alcan Indonesia (70% -owned) had the best year
i its history with record volume and profits, resulting
principally from significant increases in plant produc-
tiviy. Strong arowth is expected again in 1981, The
results of Aluminium Company of Malaysia Berhad
{38.6%-owned) were constrained by the limited sheet
capacity available This problem is expected to be
ailleviated as a $50 million sheer and foil project, which
will triple capacity by 1983, has been approved.
Johore Mining and Steve-
doring Company Sdn
Berhad (52.5%-owned)
achieved record results
and made significant pro-
gress in re establishing
mined-out bauxite areas
for agriculture and fish
farming.

Alcan  Thai Com-
pany Limited maintained
a strong earnings growth
in its domestic operations,
but shipments to the Middle East. its main export
market. were affected by increasing commpetition.

Alcan continued its contractual sales of ingot 1o
the People’s Republic of China: total shipments were
lower than in the two preceding vears.

C W Birket

Viee President. Asia

South Pacific

Australia

The Ausiralian economy in 1980 was generally
buoyant. although such sectors as retaling. the
antomotive industry and construction showed little
improvernent. and inflation is persisting.

Alcan Queensland Pty Limited (100%-owned),
Alcan’'s holding company for its 7055 interest in
Alcan Australia Limited and for its 21.4% interest in
Queensland Alumina Limited and its bauxite leases.
had consohdated net imncome 40% higher than m 1979.
The improved results reflect higher realizations on a
higher volume of sales

Alcan Ausiralia
achieved record results
and continued its program
of major capital project
improvements. Expansion
of its Kurri Kurri smelter
in New Scuth Wales to
90.000 tonnes a year from
67.500 tonnes was com-
pleted. and full production
is expected during the first
quarter of 1981 A further
expansion to 135.000
tonnes annually is planned with construction expected
to be completed by 1984,

Work is under way at Alcan Australia’s alumi-
num sheet rolling plant at Granville, New South Wales.
to raise sheet fabricating capacity by 15% through
installation of new ingot preparation and cold
handling facilities.

Foil conversion capacity at the Cabramatta.
New South Wales plant is to be increased with the
installation of a new printing press.

Studies are being conducted by Queensland
Alumina on the feasibility of expanding its alumina
refinery which operated at a rate of 2.4 million tonnes
in 1984). A decision on such an expansion s expected
in early 1981. This facility provides alumina for Alcan
smelters in Australia and British Columbia.

The detailed {easibility study and engineering
for the establishment with partners of an aluminum
smelter in Queensland continued during the year.
Alcan Queensland Smelter Limited was fonmed to camy
out this work and ultimately to build and operate
the smelter. Studies are al a stage which would permit
a decision to be taken in the first half of 1981 il the
nroject continues to look economic and relaled govern-
mental approvals are obtained. If such is the case. the
initial plant of 100.000-tonne annual capacity could
begin production i late 1983,

The Australian economy is being stimulaled
by a large growth in resource development. This
activity is reaching boom levels and. while it will
add further impetus to economic growth. is already
producing higher construction costs and shorages of
skilled trades people.

J. B. Clarkson
Vice President, South Pocific

New Zealand

The New Zealand economy remained depressed
during 1980, with inflation high and no real growth
in gross domestic product. Nevertheless, Alcan New
Zealand Limited had a consolidared profit close 10
the 1979 level. Export sales. which helped offse1 a
soft domestic market in the early part of the vear.
deteriorated as comperition intensified in the second
half.

The year ahead may prove to be more difficult;
while domestic price increases could offset higher
costs. the continuing inflation is creating a growing
problem of liquidity in the company.

Alca: Anrmimum Liamited
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Management'’s Discussion and Analysis

Results of Operations

Despite another year of high inflation in most world
economies, Alcan’s 1980 results showed continued
improvement, even when measured in real economic
terms. This was achieved with a sales tonnage which
was 4% higher than in 1979, when 40% of the
Company's consolidated primary aluminum capacity
was shut down for three months by strikes in Quebec,
and which was fractionally lower than the level of
1978,

1980 1979 1978

Sales tonnage (000 tonnes) 1,588 1532 1597
Income from continuing

operations (US $ millions}
297
134

542
278

406
147

Historical cost basis
Current purchasing power basis
(end of year 1980 §)

Retumn on average shareholders’
equity (as a percentage}
Historical cost basis 29 23 19

Current purchasing power basis 12 10

O

Annual inflation as measured by
change in U.S. consummer price
index (as a percentage} 12 13

Reafizations and Gross Profit

Fundamental to this
good performance
were market condi-
tions which permit-
ted sales realizations

toc increase at a rate

sufficient to cover

the impact of infla-

tion on current op-

erating costs and on

shareholder funds 976 77

invested in inventories and deprec1able flxed assets.

[ﬁevenues '
'{billions of U.S. §)

5

In 1980 Alcan's net realization per tonne of sales of

ingot products was 25% higher than in 1979 and 55%
higher than in 1978, Comparable growth for fabri-
cated product realizations was 13% in 1980, and 31%
over the two-year period.

Alcan Alurminmum Limiled

0 Neiincome  em Reflecting the
after extracrdinary gains) continuation of the

500 {millions ot U.S. §)
1979 pattern of great-
400 er price improvermnent
at the ingot level,
300 as well as some
200 increase in ingot vol-
ume within the alumi-
100 num product mix, the
contribution of ingot
1976 80 products to consoli-

dated gross profzt was s:gmficantly greater in 1980
than in 1979. Non-aiuminum products also provided
an increased share of gross profit. This part of Alcan's
business is made up principally of saies of other metals
in the United States as well as sales of alumina and
chemical products.

Other metal sales benefited from generally fa-
vourable market conditions in the USA. Sales of
alumina improved with the return 1o full production in
Jamaica accompanied by a very significant increase in
market prices.

On an integraled basis. the composition of con-
solidated gross profit for the last three years is as
follows:

1980 1979 1978
Ingot products 20% 1% 18%
Fabricated products 58 63 65
Other products 14 12 10
Operating revenues and
other income 8 07
100%  100% 100%
Consolidated gross profit*
{US % millions) 1420 1061 884

* Defined as total revenues minus cost of sales and operating
expenses. and depreciation.

In determining gross profit, inventory costs have
been charged against sales revenues on the basis of
monthly average historical costs rather than most
recent costs. The inventory profit which results from
this method and which is included in gross profit is
estimated at $114 million for 1980 compared to a
revised estimate of $86 million for 1979,

Interest Expense

From 1 January 1980 Alcan began capitalizing instead
of charging to expense the interest costs associated
with the financing of projects under construction, in
accordance with the recommendations of the Finan-
cial Accounting Standards Board in the United States.
The effect of this accounting change was to decrease
interest expense charged against income in 1980 by
$36 million. Including the effect on the equity ac-
counted companies, net income was increased by
$26 million. Subject to interest rate movements, the
amount of capitalized interest can be expected to
increase in 1981 in line with the Company's increased
capital spending program.



Management’'s Discussion and Analysis

Sources of Consolidated Revenues
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Tax Rate

Alcan’s effective income tax rate is also influenced by
the level of capital spending. [n 1980 it increased to
42%. from 34% in 1979. due in large measure to the
growth of pre-tax earnings in Canada at a rate faster
than the growth of tax incentive allowances generated
by new capital expenditures in Canada. Also. the 1979
rale was favourably affected by 4 special adjustment
of deferred taxes by the UK subsidiary. The compar-
able rate in 1978 was 37%.

Eqguity Companies

Alcan’s two 50%-owned affiliates in Japan together
constitute the most important factor in overall earnings
under this category. Their dollar results are particu-
larly sensitive to exchange rate movements. Despite
the adverse impact of a 16% strengthening of the yen
relative to the dollar in 1980. both companies made
higher contributions to equity income this year than
in 1979 In Mexico. Alcan’s 49%- owned affiliate had
an extremely successful year in the buovant economic
environment prevailing in that country and contributed
significantly to total equiny income.

Sources of Consolidated Gross Profit
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*Including pront at ait preceding slages of produchion
(raw matenals. powar. ngot, etc )

North America and Brazil

Reflecting fuil capacity operations throughout the year
in Canadian smelters, increased alumina production
n Jamaica and satisfactory sales performance in the
Company's North American markets. the earnings of
Aluminum Company of Canada, Lid accounted lor
75% of consoclidated net income in 1980 This com-
pares with 54% in the siike year 1979 and 61% in
1978, It is indicative of the growing importance ol
Alcan’s existing Canadian smelter base.

In Brazil. 1980 was an exceptionally successtul
vear. Compared with 1979, when results were signifi-
cantly affected by the first ‘maxi-devaluation’ of the
cruzeire for many years. Brazilian earnings more than
doubled and accounted for a large part of the Latin
American total of $62 million. It is not likely that
this high level of profit will be maintained in 1981
as cruzeiro devaluation increases. Brazilian regulations
permit the remittance of dividends, subject to a standard
25% withholding tax. up to 16% of registered capital
investment. While this 1s currently adequate i the
context of the Cormpany's expansion program in that
country. Alcan is concerned that regulations do not
permit the full amount of reinvested profits 1o be
added to the registered base for future dividends. and
has this subject under continuing review.

The Fourth Quarter

In the fourth quarter of 1980 consolidated earnings
were off only slightly from the third quarter even
though operations in Europe recorded an overall loss

Alcan Alumimum Limited
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Management's Discussion and Analysis

In 1980, aluminum inventories rose by 75.000
tonnes 1o reach a more normal level of 485000
tonmes. Most of the increase occurred during the
last few months of the year The mncrease in the
camying value of inventory during the year is also
due to cost inflation and variations in product mix.

The Company has been holding substantial
surplus bauxite inventories for several years. These
grew appreciably during 1980 but rapid escalation of
cosls was also an important factor in the increased
nvestment in raw matenals and other supi:lies,

On 31 March 19800 the common shares of
Alcan weve subdivided 2 for L. and figures i3 this
report have been adjusted accordingly.

Dividends 1otalled $109 million in 1980 com-
pared to $85 million in 1979 and $63 million in 1978,
A turther increase in the quarterly dividend from 35¢
to 45 cents per share was declared on 5 February 1981
by Alcan’s Board of directors,

1981 15 the fifth consecutive vear in which the
dividend rate has been increased. and it is expected
that further increases will be made at appropriate
imervals when justified by the trend of earvings

Dividends pawd to non-resident shareholders
are subject 1o Canadian withholding taxes. Al present
a 10% withholding tax normally applies to US
residents. and 10% to 25% to residents of other
countrnes depending on the tax treaties between
Canada and the individual's country of residence.

Connnen Capital Stock

Comimon Shares Quarterly Statistics
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Responsibility for Financial Reporting

Ajcan’s management is responsible for the integriy
and fair presentation of the accompanying linancial
statements. These have been prepared in accordance
with generally accepted  accounting principles in
Canada. conforming m all material respects with
mternational standards. and have been applied o a
consistent basis except lor the change explained in
note 2 of the linancial slatements.

Alcan’s policy 15 1o maintain systems of internal
accounting and admiustrative controls of high qualuy
consistent with reasonable cost. Such systems are
designed to provide reasonable assurance that the
fimancial information is accurate and reliable and thai
Company assets are adegualely accounted for. The
Audit Commitlee meets requlariy wilh vepresentatives
of the independent auditors and with members ol
management 1o satisfy  themselves that Alcan’s
policy is bema lollowed.

The annual financial statements are reviewed
by the Audit Commitiee and are approved by the
Board of directors. In addition. the fimancial state-
ments are exarmined by the shareholders’ indepen
dent auditors. Price Waterhouse & Co.. whose repon
appears on page 38.

Afcar ALy | oo



Information by Geographic Areas

in millions of U S dollars Canada and Uruted Latn Europe and Asia and Elim- Alcan
Caribbean States America Africa  So. Pacific inations Consol

Year ending 31 December 1980
Sales and operating revenues

To subsidiaries 925 87 - 4 83 {1.079) -

To others ES? 1.273 448 1.697 560 - 5215

Total 2.162 1.360 448 1701 623 (1.079) 5215
MNet income 405 33 63 29 63 51) 542
Capral expenditures 404 53 61 147 87 - 752
31 December 1980
Currenl assels 399 491 254 763 313 [253) 2567
Fixed assels —net 1311 198 261 421 250 - 2.441
Investmenis and olher assets 12 8 60 210 72 — 462
Identitiable assels 2.422 697 575 1,394 635 [253) 5470
Current abilities and delerred credits 481 176 157 468 2Q8 (181} 1.309
Capntal employed 1.941 521 418 926 427 (72) 4161
Number of ernployees (thousands) 23 5 10 17 12 - 67

Year ending 31 December 1879
Sales and operating revenues

To subsidiares 734 62 - 17 65 {878) -

To others 1.005 1.073 439 1,448 425 - 4.390

Total 1.739 1.135 439 1.465 490 (878) 4.390
Nel incame 214 48 40 107 46 (28) 427
Capital expendilures 224 35 53 134 49 - 495
31 December 1979
Current assets 870 475 165 676 236 (233) 2.189
Fixed assets —net 284 163 217 371 180 1915
Inyestments and other assets 119 5 57 157 48 - 386
Identifiable assets 1973 543 439 204 464 [233) 4490
Currem habiles and deterred cradits 393 173 101 394 143 (177) 1.027
Capital employed 1.580 470 338 810 321 {56) 3.463
Numier of employees (thousands) 22 5 9 17 12 - 65
Year ending 31 December 1978
Sales and operating revenues

To subsidiaries 801 52 1 19 48 (921) -

To others am 980 314 1.148 378 - 3.711

Total 1 692 1.032 315 1.167 426 {921 3711
Net mcome 151 38 LN &2 37 (32) 287
Capnal expendiiures 138 20 64 77 34 - 333
31 December 1978
Currenl assels 749 103 187 828 243 [228) 1.987
Fixed assets - ret 347 141 192 314 144 - 1.638
Investmenis and olher assets 84 7 40 170 46 347
ldentfiable assels 1.680 551 419 1112 433 (228) 3.967
Current iabilites and deferred credits 338 156 115 409 136 (191} 263
Caoilal employed 1342 385 304 703 297 S (37) 3.004

Number of employees (lhcusands) 22 5 8 17 " - 63

Sales 10 suasidiary companies are made al a fair markel price recognizing volume. continuity of supply and olher taclers

Nel income 13 1ofal revenues less expenses direclly relaled Lo the geographic area in accordance vaih generally accepled accounting
prnciples

Capital employed represents 1he tolal book value of Ihe nel assels locatled in each area

Alcan Alurminium Limited



Quarterly Financial Data

in miliions of LJ.S. dollars (unaudited) 1980
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
Revenues* $1.310 $1,319 $1,320 $1.315
Costs and expenses* 1.058 1,062 1.097 1,109
Income axes 108 114 91 80
Equity incorme and minority interests 4 (6) - (1)
Net incame $ 148 $ 137 $ 132 $ 125
Income per common share (U.S.$) 1.83 1.70 1.63 154
1979
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
Revenues* $1.086 $1,145 $1,073 $1,146
Costs and expenses*® 212 1.004 948 961
Income taxes 74 50 15 72
Equity income and mincrity inlerests (3) (3) (6] 4
Extraordinary gain — 21 - -
Net income $ 97 $ 109 $ 104 $ 117
Income per common share (U.S.$)
Before extracrdinary gain 1.19 1.08 1.29 1.45
Extracrdinary gain - 27 - -
Net income 1.19 1.35 1.29 1.45
1978
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
Revenues $ 823 $ 964 $ 919 $1,032
Cosis and expenses 718 823 787 899
Income taxes 40 57 52 41
Equity income and minority interesis (3) (6) (11 (4]
Net income $ 62 $ 78 $ 69 $ 88
Income per common share (U.5.$) 76 97 86 1.08

*Restated for comparative purposes

Alcan Aluminium Limited ™
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Consolidated Statement of Income

Year ending 31 December (in millions of U.S. dollars) 1980 1979 1978
Revenues
Sales $4.992 $4,195 $3,552
Operating revenues 223 195 159
Other income (principally interest) 49 60 27
5,264 4,450 3,738
Costs and expenses
Cost of sales and operating expenses 3682 3,240 2716
Depreciation 162 149 138
Selling, research and administrative expenses 352 308 268
Interest cn debt not maturing within one year {(note 2) 61 85 72
Otber interest 46 29 16
Other expenses 23 14 17
4,326 3,825 3,227
Income before income taxes and other items 938 625 511
Income taxes (note 3) 393 211 190
Income before other items 545 414 321
Equity income 25 21 5
Minority interests (28) (29) (29)
Income before extraordinary gain 542 406 297
(Gain on sale o} Investment — 21 —
Net income $ 542 $ 427 $ 297
in U.S. doflars
Income per common share
Before extraordinary gain $6.70 $5.01 $3.67
Exlraordinary gain - 27 —
Net income $6.70 $5.28 $3.67
Dividends per common share $1.35 $1.05 $ .78

Alcan Aluminium Limited



Consolidated Balance Sheet—Assets

31 December (in milions of U.S. dollars} 1980 1978
Current assets
Cash and time deposits $ 283 $ 228 $ 189
Receivables 848 827 727
Inventories
Aluminum 785 609 630
Raw materials 412 312 245
Other supplies 239 213 191
2,567 2,189 1,982
Deferred charges 56 45 41
Deferred receivables (nole 4) 80 88 79
Investments in companies owned 50% or less (note 5) 326 253 227
Property, plant and equipment {note 6) 4,459 3,808 3,434
Less: Accumulated depreciation 2018 1,893 1,796
2,441 1,915 1,638
Total assets $5,470 $4,490 $3,967

Alcan Aluminium Limited
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Consolidated Balance Sheet—Liabilities and Shareholders’ Equity

31 December (in millions of U.S. doliars) 1980 1979 1978
Current liabilities
Payables $ 700 $ 614 $ 519
Short-term borrowings (principally from banks) 243 109 145
Income and other taxes 225 147 129
Debt maturing within one year (note 7) 26 44 76
1,194 914 869
Debt not maturing within one year (note 7) 910 759 691
Deferred credits (note 8) 115 113 94
Deferred income taxes 514 397 344
Minority interests {note 9) 274 275 279
Shareholders' equity {note 10}
Capital stock
Preferred shares — 2 2
Common shares 427 427 427
Retained earnings 2036 1,603 1,261
o 2,463 2,032 1,690
Commitments and guarantees (nofe 11)
Total liabilities and shareholders’ equity $5,470 $4,490 $3,967

Alcan Aluminium Limited

Approved by the Board: David M. Culver, Director
John H. Hale, Director



Consolidated Statement of Changes in Financial Position

Year ending 31 December (in millions of U.S. dollars) 1980 1979 1978
Source of funds
Income after taxes $ 545 $ 414 $ 321
Depreciation 162 149 138
Deferred income taxes 117 56 83
Other 7 — 3
From operations 831 619 545
New debt 197 152 114
Sales of investments (including extraordinary gain) 6 71 29
Disposals of plant and equipment 14 20 11
Issue of shares by subsidiary companies 4 — 25
Other —net 4 — 9
1,056 862 733
Application of funds
Plant and equipment 683 451 303
Investments 69 44 30
Debt repayments 62 80 184
Dividends paid to Alcan shareholders 109 85 63
Dividends paid {0 shargholders of subsidiary companies 18 20 16
Redemption of shares of subsidiary companies 17 7 3
Other —net — 13 -
958 700 599
Increase in working capital {(note 12) 98 162 134
Working capital— beginning of year 1,275 1,113 979
Working capital—end of year $1,373 $1,275 $1,113
Consolidated Statement of Retained Earnings
Year ending 31 December (in millions of U.S. dollars) 1980 1979 1978
Retained earnings—beginning of year $1,603 $1,281 $1,027
Net income 542 427 297
2,145 1,688 1,324
Dividends 109 85 63
Retained earnings—end of year {note 10) $2,036 $1,603 $1,261

Alcan Aluminium Limited
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Notes to Financial Statements  in milions of U.S. dotlars

1. Summary of accounting policies

Principles cf consolidation

The consolidated financial staterments include the accounis of ali companies maore than 50% owned. In addition, under
the equity accounting principle. consolidated net income includes Alcan's equity in the net income or losses of all
companies 20-50% owned and the investments in these companies have been increased or decreased by Alcan's
share of their undistributed netincome or losses since acquisilion. When the cost of an investment differs from the book
value of Alcan’s equity therein at date of acguisition, the difference is amortized over the estimated useful lives of the
related fixed assets. Intercompany ilems and transactions between consoclidaled companies, including profits in
inventories, are eliminated.

Translation of accounts inte United States dollars
The consolidated financial statemenis are expressed in U.S. dollars. the principal currency of international trade and of
Alcan's business.

Current assets excluding inventories, current liabilities and long-term monetary assels and liabilities included in the
consoclidated balance sheet are translated at the rates of exchange at year end. Other balance sheet items are translated
at rates prevailing at the respective transaction dates. Accounis included in the consolidaled staterment of income are
translated al the average rates prevailing during the year except for the cost of inventories and depreciation which are
translated at rates prevailing when the related assets were acquired. Translation gains and losses are included in net
income excepl for gains and losses relating to the translation of long-term moneiary assets and liabilities which are
deferred and amortized over the remaining lives of the related iterms.

The Financial Accounting Standards Board in the United States requires that companies repeorting to investors in the
United States follow the practice of absorbing immediately in income unrealized exchange gains and losses on the
translation of non-U.S. dollar long-term monetary assels and liabilities. However, Alcan follows the practice recom-
mended by The Canadian Institute of Chartered Accountanis ¢of deferring such unrealized exchange gains and i05s€s
and amortizing them over the remaining lives of the related items. The following table compares regorted net income
under the Alcan methcd with the netincome that would have been reported under the FASE method together with the
cumulative effect on retained earnings.

1980 1979 1978
Alcan FASB Alcan FASB Alcan FASB
Methcd Method Method Method Method Method
Consolidated net income

First quarter (unaudited) $ 148 $ 171 $ 97 $ 98 ¥ 62 ¥ 54
Second guarter {unaudited) 137 124 108 109 78 70
Third quarter {unaudited) 132 127 104 a8 69 57
Fourth quarter {unaudited) 125 147 117 121 88 73
542 569 427 426 297 254
Dollars per common share 6.70 7.03 528 5.26 3.67 3.15

Consolidated retained earnings
Beginning of year 1,603 1,525 1,261 1,184 1.027 993
End of year 2,036 1,985 1,603 1,525 1.261 1,184

Other
Aluminum, raw materials and other suppiies are stated at cost (determined for the most part on the menthly average
method) or net realizable value, whichever is the lower.

Depreciation is calculated on the straight-line method using rates based on the estimated useful lives of the respective
assets.

Income per common share is calculated by dividing net income less Alcan preferred dividends by 80,893,388, the -
number of shares outstanding after giving effect to the 2 for 1 subdivision of shares on 31 March 1980.

Alean Aluminium Limited



Notes to Financial Statements  in milions of U.S. dollars

2. Accounting change

Capitalization of interest costs

Beginning 1 January 1980 Alcan commenced capilalizing instead of expensing the interest costs associated with the
financing of projects under construction, in accordance wilh the recommendations of the Financial Accounting
Standards Board in the United States. The effect of this accounting change was 1o decrease interest expense charged
againstincome tor the year 1980 by $36 and to increase Alcan's share of netincome of consolidated companies by $17.
This change also had the effect of further increasing netincome by $9 through an increase inthe 1980 income reported
under the equity accounting principle.

3. Income taxes

1980 1979 1978
Income before income taxes and other items
Canada $584 3256 $215
Other countries 354 369 296
938 625 511
Current income taxes
Canada 160 32 19
Cther countries 116 123 88
276 155 107
Deferred income taxes
Canada 81 45 66
Other countries 36 _n 17
17 56 ﬁ
Totat income tax provision $393 $211 $190

The composite of the applicable statulory corporate income lax rales in Canada is presenlly 51.0% (48.6% in 1979,
48.0% in 1978). Profits earned by subsidiary companies located outside Canada are generally subject to income taxes
al rates comparable to this composite rate. Dividends paid by these subsidiary companies are generally tax-exempt
upon receipt in Canacla. Taxes withheld at source are included in current income taxes —other countries.

The following is a reconciliation of income taxes calculated at the above composite rate with the total income tax provision:

1980 1979 1978
Income taxes at the above composite rate $478 $304 %245
Reduction attributable 1o:

Investment and depletion allowances 85 58 53
Deferred taxes provided on UK inventory appreciation

relief no longer required - 23 -

Other—net — 12 2

Income fax provision $3483 $211 $1980

The deferred income tax provision arises principally as a result of depreciation timing differences except for the $23
credited 10 deferred income taxes in the UK in 1979 and the application in 1978 of a loss carry forward of a prior year
ol $27.

4. Deferred receivables

Deferred receivables inciude $35 due with interest over the pericd 1982 to 1991 from the Government of Guyana
in respect of the nationalization in 1971 of Alcan’s bauxile and alumina assets and $24 due with interest over the period
1982 to 1988 from the Government of Jamaica in respect of funds deposited and for the sale of assets.

Alcan Aluminium Limited
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5. Investments in companies owned 50% or less

1980

Shares at cost plus equity in undistributed net income since acquisition
Companies 50% owned {cost $50) $ 68
Companies 20% to 50% owned {cosl $107) 173

Shares at cost

Companies less than 20% owned 4
245
Advances _8 1_
$326

1979

$ 58
147

3

208
45

$253

1978

$ 55
157

4

216
1

$227

The combined resulls of operations and the financial position of the 20-50% owned companies, located mainly in

Awstraiia, Brazil, Europe, Guinea and Japan, are summarized below.

1980 1979 1978
Results of operations for the year
Revenues $4.861 $4.012 $3.761
Costs and expenses 4 699 3.846 3,707
Income before iIncome taxes 162 166 54
Income laxes 106 70 24
Net income 3 56 $ 96 $ 30
*Alcan's share of net income 26 27 8
Dividends received by Alcan 7 5
Financial position at 31 December
Working capital $ 252 F 216 $ 410
Property, plant and eguipment—net 2,662 2327 2.007
Other assets—net 524 461 489
3.438 3.004 2,906
Less: Debt not maluring within one year 2.340 2.081 2,080
Deferred income taxes 25 3 19
MNet assets $1.073 $ 920 ¥ 807
*Alcan's equity in net assets 322 250 223

*Where a company operates as a joint venture supplying materials 1o each participant, Alcan's share of the net income 1s applied to the

cost of the malerials so obtained.

“*if deferred unrealized exchange gains and losses had been included in netincome, as reguired by the Financial Accounting Standards
Board in 1he United States, Alcan's equity in nel assets of companies 20-50% owned would be reduced by $33. Urder Alcan's ac-

couniing policy this amcunt is amortized over the remaining lives of the related items.

6. Property, plant and equipment, at cost

1980

Land, and property rights $ 80
Buildings, machinery and equigcment 3,670
Constructicn work in progress 709
$4,459

Capital expenditures in 1981 are expected 1o be about $950.

1979 1978

$ 77 $ 79
3.329 3.108
402 247
$3.808 $3.434

Alcan Aluminium Limited



Notes to Financial Statements in milions of US. dollars

7. Debt not maturing within one year

1980

Canadian and Caribbean companies
91% Sinking fund debentures, due 1995 $ 82
10%% Sinking fund debentures, due 1994 {Can. $55) 46
9%% Sinking fund debentures, due 1991 (Can. $46) 38
9% Sinking fund debentures, due 1988 37
5.10% Notes, due 1981/1992 54
*Bank loans under $200 revolving credit agreement, due 1984/1988 40
Other debt, due 1981/2001 12

USA companies

915% Notes, due 1981/1994 44
4% % Notes, due 1981/1984 14
Other debt, due 1981/2005 16

Latin American companies
**Bank loans, due 1981/1991 Q9
Other debt, due 1981/1984 1

European and African companies

5% Bonds, due 1987 (Sw.F. 100) : 56
*Loan, due 1987/1991 (£15) 36
10%% Loan stock, due 1981/1994 (£8) 19
*Bank loans, due 1981/1992 (principally £39, DM119) 165
Other debt, due 1981/2004 57
Asian and South Pacific companies
81%% Bonds. due 1989 23
**Bank loans, due 1981/1986 53
Other debi, due 1981/1996 64
956
Less: Debt maturing within one year included in current liabilities 26
Unamortized net amount of unrealized exchange ioss 20
$910

*Interest fluctuates with lerder's prime cormmercial rate.
**lmerest is related 10 the London interbank offered rate.

24
17
42

840
44
37

$759

1978

55
42
48
63

29

25
3
35
792
75
25

$691

Based on rates of exchange al year end and after allowing for prepayments, sinking fund and other requirements over
the nex! five years amount to $26 in 1981, $57 in 1982, $61 in 1983, $89 in 1984 and $63 1n 1985.

8. Deferred credits

Deferred credits include $51 prepayment by a related company under an alumina tolling arrangement

9. Minority interests in subsidiary companies

1980
Preferred shares $150
Common shares 63
Retained earnings 56
269

Unamoriized amount of unrealized exchange gain
on redeemable preferred shares _5
$274

1979

$164
60
44

268

_!
$275

1978

$169
63
36

268

11
$279

Preferred shares include $140 issued by Aluminum Company of Canada, Lid of which $100 is floating rate second
preferred shares issued in three equal series on 5 July 1977 and retractable at $25 per share in series at lhe option

of the holder on 5 July 1984, 1985 and 1986, respeclively.

Alcan Aluminium Limited
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10. Shareholders’ equity

Capital stock

The authorized share capital is an unlimited number of common shares, wilhout nominal or par value. As at
31 December 1980 there were 80,893,388 common shares outstanding after giving effect to the 2 for 1 subdivision
of shares on 31 March 1980. The remaining preferred shares were calied for redemption on 15 April 1980 at the
redemption price of Can. $43 per share.

Retained earnings

Consolidated retained earnings at 31 December 1980 include
$145 which, pursuant 1o the provisions of certain debt and share issues of Aluminum Company of Canada, Lid,
is not distributable as dividends either in cash or in kind 1o Alcan. the holder of its common shares,

$84 of undistributed earnings of companies owned 50% or less. and

$694, some part of which may be subject to certain taxes on distribution to the parent company. No provision
has been made for such taxes because these earnings are reinvested in the business.

11. Commitments and guarantees

As a participant in a long-term cost-sharing joint venlure, Alcan is required to pay its share of the operating costs of the
facitiies and cos1s of servicing the long-term debt of a related company. The fixed portion of thiscommitment amounts to
$11in 1981, $11in 1982, $91in 1983, 8 in 1984, $11in 1985 and like annual amounts up to 1992. In addition Alcan is
guaranior of $158 of long-term debt of cerain other related companies.

Minimum rental commitments amount to $35 in 1981, $30in 1982, $20in 1983, $17 in 1984, $13 in 1985 and lesser
annual amounts thereafter. Total rental expense amounted to $84 in 1980 ($70in 1979 and $57 in 1978).

See also reference to capital expenditures in note 6 and debt repayments in note 7.

12. Changes in working capital

1980 1979 1978
Current assets
Cash and time deposits $ 55 $ 39 $ 83
Receivables 21 100 201
Inventories 302 o8 40
378 207 324
Current liabilities
Payables and short-term borrowings 220 59 108
Income and olher taxes 78 18 57
Deht maturing within one year (18) 32) 25
280 45 190
Net increase % 98 $162 $134
13. Supplementary income statement information
1980 1979 1978
Repairs and mainlenance $339 $269 3261
Taxes, other than payroll and income taxes 68 81 85
Research and development a7 34 33

Alcan Aluminium Limited



Notes to Financial Statements  in milions of US. dollars

14. Pension plans

The Company and its subsidiaries (with some exceplions) have established pension plans in the principal countries
where they operate, for the greater part conlributory and generally open to alt employees. The iotal pension expense
in 1980 was $63 ($48in 1979 and $81 in 1978 including the funding of an actuarial experience deficiency for the period
1975 to 1977). Pension expense includes amortization of unfunded actuarial habilities which the Company and its
subsidiaries are funding for the most part over periods of 15 years or less. Based on the most recent actuarial reports
the untunded actuarial liabilities amounted to $21 for currently vested benefits and $109 for total benefits. During 1980
increases in unfunded actuarial liability of $43 arose from amendments made to certain pension plans.

Actuarial present values and assets used in determining information on the basis required by FASB are different from
those used in determining the above unfunded actuarial liabilities. For the FASB results (i) salaries are not projected into
the future (as they are for totat unfunded actuarial liabilities), and (i} assets are valued at market tor purposes of valuation.
Based on the most recent actuarial reports for the same pension plans, the present value of vested accumulated plan
benefits was $549 ($479 in 1979) and non-vested benefits $2 million ($8 in 1979). The net assets available for benefits
amounted to $668 ($507 in 1979). The present values of accumulated plan benefits were deterrmined using a weighted
average assumed rate of return of 6.9%. The effective dates of the actuarial reports were 1 January 1980 fcr the
Canadian and United States plans, and 6 April 1980 for the United Kingdom plan.

15. Infermation by gecgraphic areas

Information by geographic areas is contained in the summary on page 27.

Auditors’ Report

TO THE SHAREHOLDERS OF
ALCAN ALUMINIUM LIMITED

We have examined the consolidated balance sheets of Alcan Aluminium Limited as at
31 Decemnber 1980, 1979 and 1978 and the consolidated statements of income, retained
earnings and changes in financial position for each of the three years then ended. Our
examinations were made in gccordance with generally accepled auditing standards and
accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our opinion, these financial stalements present fairly the financial position of the
Company as at 31 December 1980, 1972 and 1978 and the results of its operations and
the changes in its financial position for each of the three years then ended, in accordance
with generally accepted accounting principles in Canada which (except for the change
in accounting for intérest expense as explained innote 2, with which we concur) have been
applied on a consistent basis.

Montreal. Canada PRICE WATERHOUSE & CO.
S February 1981 Chartered Accountanis

Alcan Aluminium Limited
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Inflation Accounting

The need for inflation accounting is becoming more
obvious, but confusion as to method persists. However,
most people in North America seem to agree that the
historical cost basis should be retained for the basic
financial statements and that the effects of inflation
should be presented as supplementary data.

The Financial Accounting Standards Board
(FASB) in the United States in their FAS 33 has now
called for a five-year period of experimentation, with
the two methods—Current Purchasing Power {CPP)
and Current Cost {CC}—being reported in parallel.
Accordingly, Alcan presents several statements which
compare the financial results for 1979 and 1980 under
these different methods of accounting, as well as certain
data required by FAS 33 for the past five years.

Historical cost {HC) is the actual cost which was
incurred to acquire an asset or service, and is that
reported in the basic financial statements.

CPP starts with HC and, using the U.S.
Consumer Price Index {(CPl), restates HC amounts
into dollars having equal purchasing power. Thus, for
example, a dollar spent in 1976 would be equal to
$1.48 in terms of 1980 current purchasing power. It is
important to note that these results do not reflect the
current cost of particular assets, goods or services in
the 1980 market; rather they reflect a general rate of
inflation. Also, CPP does not change the generally
accepted accounting principles used in recording
transactions at historical costs; only the unit of
measurement is changed.

CC focuses upon the changing prices of specific
assets, goods and services and measures the current
value in terms of what those items would have cost
when they were used or sold.

CC Methodology

Alcan’s larger subsidiaries have reviewed their assets
in detail and have developed the current cost by using
reliable market prices or by applying appropriate
specific price indexes to the historical costs of specific
assets or groups of assets. For smaller subsidiaries
where the amounts are not significant and for the
equity-accounted companies, the CPl was applied to
historical costs as in the CPP method. Straight-line
depreciation was calculated using the same method
and asset life as in the basic HC financial statements,
CC cost of sales was determined by adjusting historical
costs by the estimated inflation which occurred during
the period between the time of production and the
time of sale. The amounts so derived were then
computed in terms of year-end 1980 dollars for the
accompanying statements.

Alcan Alurminium Limiled

For propenrty, plant and equipment, this method
measures the current cost of replacement of assets
using existing technology in current dollars.

Although FAS 33 only calls for a restatement of
certain HC items on the CC basis, we have developed
a comprehensive set of staternents in which inventories
and property, plant and equipment were determined
by application of the CC method described above
and all other accounts, except shareholders’ equity
and minority interests, were derived by application of
the CPP concept.

Conclusions

Both the CPP and CC methods undoubtedly give
more realistic results than HC by eliminating the effects
of inflation, but the audience is less famniliar with these.
The CPP method is precise but the resulis are only
approximate for given assets. The CC method permits
application of judgment in determining many amounts
and is therefore open to some degree of scepticism by
the reader. Alcan’s use of specific price mdexes has for
the most part removed the judgment factor.

Both methods confirm that Alcan’s HC earnings
are dramatically reduced when the effects of inflation
are taken into account as evidenced by the resulting
rates of retum.

It is interesting to note that over the years, since
Alcan's property, plant and equipment were acquired,
the effects of inflation in the construction industry
have been much greater than the general rate of
inflation as indicated by the CPl. However, during the
last two years the reverse situation has prevailed.

There are criticisms of the general index used in
CPP. as ameasurement of the general rate of inflation,
and there are also many pitfalls in the CC method,
particularly the subjective judgment aspect, which
are troublesome. We welcome the FASRE’s policy of
introducing a five-year period of experimentation with
both methods and we believe this will allow time for
development of the concepts and for resolution of at
least some of the problems of implementation which
are bound to arise. Hopefully this will enable every-
body to agree on a method of inflation accounting
which is conceptually sound and precise, and is in-
telligible to the users of the statements.



Inflation Accounting

Consolidated Balance Sheet—31 December

in millions of U.S. dollars

CPPin terms CCin terms
Historical of year-end of year-end
as reported 1980 dollars 1980 dollars
1880 1979 1980 1979 1980 1979
Current assels excluding invenlories 1.13t 1,055 1,131 1.186 1,131 1,186
Inventories 1,436 1,134 1,561 1,383 1,538 1,361
Deferred receivables and charges 136 133 136 149 136 149
Investments in companies owned 50% or fess 326 253 568 492 568 492
Property, plant and eguipment —net 2.441 1,915 3,339 2.961 4068 3,796
5,470 4 490 6,735 6171 7.441 6,984
Current liabilities 1,194 214 1,194 1,027 1,184 1.027
Long-term debt 910 759 910 854 910 854
Deferred income taxes and credits 629 510 629 573 629 573
Minority interests 274 275 406 428 431 474
Shareholders' equity 2463 2,032 3596 3,289 4277 4056
5470 4,490 6,735 6171 7.441 6,984
Rate of return on average capital employed (%) 16 16 9 8 7 7
Rate of return on average shareholders' equity (%) 24 23 12 10 9 7
Consolidated Net Income Information  in milions ot U.S. dollars
As reported in As adjusted As adjusted for
the financial for general changes in spe-
statements (HC}) inflation (CPP) cific prices (CC)
in historical in year-end 1980 in year-end 1980
dollars dollars dollars
1980 1979 1980 1979 1980 1979
Sales and operaling revenues 5215 4390 5,461 5218 5,461 5218
Cost of sales and operating expenses 3.682 3,240 3993 3,998 3976 3,952
Depreciation expense 162 149 311 313 370 383
Selling, research and administrative expenses 352 308 369 366 369 366
Interest 107 114 112 135 112 135
Income taxes 393 211 412 251 412 251
Other (23) (38) (24) (45) (24) (45)
Indexing adiustrments — — 10 53 32 54
4673 3984 5183 5071 5247 5096
Income from continuing operations 542 406 278 147 214 122
Extraordinary item — 21 — (7) — (7N
Holding gain on monetary items - — 145 171 145 171
Net income for the year 542 427 423 3n 359 286
Inventories and property, plant and equipment
Increase in general price level (CPP) 616 720
Increase in speciic prices (CC) 522 316
Excess ol increase in general price level over
increase in specific prices 94 404

Alcan Aluminium Limited
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Five-Year Comparison of Financial Data

HC Dalta
In millions of U.S. dollars
Sales and operaling revenues
Income from continuing operations
Shareholders’ equity al year end

In U.S. dollars per common share
Income from continuing operations
Cash dividends
Market price at year end (NYSE)

CPP‘ Data in Year-End 1980 Dollars
In millions of U.S. dollars
Sales and operating revenues
Income (loss) from continuing operations
Holding gain on monetary items
Shareholders’ equity at year end

In U.S. dollars per common share
Income (loss) from continuing operations
Cash dividends
Markel price at year end

CC Data in Year-End 1980 Dollars
In millions of U.S. dollars
Sales and operating revenues
Income from continuing operations
Holding gain on monetary items
Shareholders' equity at year end

Excess of increase in the general price level over
increase in specific prices of inventories and

properly, plant and equipment

In U.S. dollars per common share
Income from continuing operalions

Year-end consumer price index (CPI-U; 1967 base year =100)

1980 1979 1978 1977 1976
5215 4390 3711 3.028 2.658
542 406 297 205 51
2463 2032 1690 1455 1,295
8.70 5.01 3.67 2.53 87
1.35 1.05 78 55 20
33.25 2344 1694 1343 11.81
5461 5218 4868 4289 4016
278 147 134 87  (130)
145 171 128 90 81
3596 3289 3080 2920 2830
3.44 1.82 1.66 108 (1.72)
1.41 1.25 1.02 78 30
3325 2635 2157 1823 1752
5461 5218
214 122
145 171
4277 4,056
94 404
265 151
2584 2299 2029 1861  174.3

Algan Aluminium Limited



A Ten-Year Summary

(Reslaled where necessary 10 give retrcactive ellect 10 changes in accounting praclices)

1971 1972 1673 1974 1975 1976 1977 1978 1979 1980

Operating Data (\ncusands of tonnas)

Consolidated aluminum shipments 1268 1,316 1520 1508 1,272 1374 1318 1597 1532 1588
Ingot and Ingot products 568 537 601 584 560 510 440 615 496 533
Fabyricaled products 700 779 919 924 712 864 878 382 1.036 1,055

Coensolidated primary aluminum production
In Canada 857 799 792 874 761 493 826 898 709 918
Outside Canada 147 165 224 264 269 299 280 300 354 384

Consolidated aluminum inventories(end of year) 416 399 404 517 612 476 599 518 410 485

Primary aluminum capacity (end of year]}

Consolidated subsidares 1.110 1,234 1.261 1,230 1,249 1.236 1.236 1,268 1,347 1,426
Total subs:diares and relaled compan:es 1938 2106 2156 2115 2144 2118 2118 2086 1953 1,930

Consolidated Income Slatement ltems (U.S § milicns)

Total revenues 1.441 1,529 1,891 2427 2313 2671 3058 3733 4450 5264
3akes ol aluminum ingol and INgcl products 284 267 318 440 44| 432 448 66| 663 886
Sales ol aluminum labncated products 821 922 1191 1,489 1,355 1674 1942 2315 2827 3,265
Sales of all olher preducts 277 266 306 400 419 452 486 576 705 841
Operating revenues and olher income 59 74 76 20 98 113 182 186 255 272

Costs and expenses
Cost ol sales and operating expenses 1062 181 1452 1795 1831 2140 2260 2716 3240 3,682
Degreciatian 98 94 101 103 1 116 126 138 149 162
Inleresl 64 69 79 1C0 105 100 90 88 114 107
Income laxes 38 20 35 01 3 45 136 190 211 383
Olher 123 126 148 75 187 204 229 285 322 375

Equity income Q 8 18 B! (13) (5] 13 5 21 25

Minority interests (5] (6) (11) 9] (7] (o (18] (29) (29] (28)

Income from continuing operalions 60 61 B3 185 28 51 205 297 406 542

Extraordinary gains - - — 27 12 — — — 21 —

Net income 60 61 83 182 40 51 205 297 427 542

Consolidated Balance Sheet ltems (US. $ miliors)

Working capital 401 468 442 675 807 a31 979 1.113 1,275 1,373

Property. plant and equipment [net) 1224 1,234 1.217 1,329 1,385 1.401 1,460 1.638 1915 244

Investments in companies owned 50% or less 174 178 199 212 215 207 242 227 253 326

Long-term debt 740 798 744 881 971 837 749 691 759 910

Deferred income taxes 142 130 23 181 189 180 267 344 397 514

Minority interests and preferred shares 170 169 110 119 165 185 246 281 277 274

Common shareholders’ equity 816 849 953 1103 1128 1,203 1453 1688 2030 2463

Total assets 2,297 2370 2449 3.2 3.053 3147 3473 3967 4490 5470

Per Common Share (U S $) Restated to give effesl to 2 for 1 subdivision of shares on 31 March 1980

Income lrom conlinuing operations a1 93 1.23 2.24 40 67 253 3.67 501 B6.70

Income including extracrdinary gains but
after preferred dividends 88 89 1.21 2.64 58 [513] 253 367 528 6.70

Dividends paid .50 40 45 €0 A5 20 55 78 1.05 1.35

Common shareholders’ equity 12.39 1288 1413 1598 16.25 16.79 1796 2086 25.09 3045

Market price NYSE—Close 913 11.28 19.94 10C0 9.69 11.81 13.13 16.94 2344 33.25

Other Statistics

Funds from operations (U.S $ milions) 158 145 163 308 164 174 425 545 619 831

Capilal expenditures (U.S. $ milions) 155 115 17 268 208 128 251 333 495 752

Employess (lhausanrds al end of year) 61 62 62 64 61 60 61 63 65 67

Common shareholders (1hcusards at erd of year) 70 64 50 48 47 43 40 37 35 a7

Comman shares
Qutstanding (miltons al erd of year) 66 66 69 69 71 81 81 81 g1 81
Registered in Canada (%) 49 55 46 45 42 53 47 43 339 39
Registered in USA (%) 29 33 45 44 43 34 39 45 53 53
Registered in other countries (%) 12 12 9 11 15 13 14 12 1] 8

Return on average common shareholders' equity
based on historical cost method (%) 7 7 9 18 4 4 15 19 23 24

Alcan Aluminium Limited
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Principal Subsidiary and Related Companies

Al 31 December 1980 — Fully owred unless the percenlage of ownership is shown

Operating Companies

North America

Canada
Aluminum Company of Canada, Ltd
Alcan Canada Products Limited
Alcan Smeliers and Chemicals Ltd
Alcan Price Extrusions Limited {50%)
Revalex (1978) Inc.
Roberval and Saguena
Railway Company, The
Saguenay Shipping Limited
Supreme Aluminum Industries Limited
27.2%)
Vic Metal Corporation

United States
Alcan Aluminum Corporalion

Bermuda
Alcan (Bermuda) Limited

Caribbean

Jamaica

Alcan Jomaica Company’

Alcan Products of Jamaica Limited
Jamalcan {93%]

Sprostons (Jamaica) Limited

Trinidad

Chaguaramas Terminals Limied

Geddes Grant Sprostons Indushies
Limited {49%)

Sprostons (Trinidad) Limited

Latin America

Argentina

Camea S A.

Extrusion S.A.

Brazil

Alcan Aluminio do Brasil S.A.
Aluminio do Brasil Nordeste SA.
Mineracao Rio do Norte SA. (19%)
Petrocoque S.A. (25.1%)

Colombia
Aluminio Alcan de Coelombia, S.A.
(49%)

Mexico

Alcan Aluminio, S.A (48.72%)

Uruguay

Alcan Aluminio del Uriguay S.A.
(89.92%)

Venezuela
Aluminio de Venezuela, C.A. (Alcanven)
(49%)

* Dwision of
Aluminum Company of Canada. Ltd

Alcan Alurminium Limited

Europe

Belgium

Alcan Aluminium Raeren S.A.

S.A Alcan Aluminium Benelux N V.
Cargo Van Intemational N.V. {(50%)

France

Aluminium Alcan de France
Cargo Van S.A. (50%)
Technal France S.A. (75%)

Germany

Alcan Aluminiumwerke GmbH
Aluminium Norf GmbH (50%)

Cargo Van Fahrzeugwerk GmbH (50%)

Ireland
Aughinish Alumina Limited (40%)
Unidare Limited (25.5%}

Italy
Alcan Allumninio Italiano S.p.A.
Alcan S.p.A.

Netherlands
Hunter Douglas NV. {25.17%)

Spain
Empresa Nacional del Aluminio,
S.A (ENDASAY (42.53%)

Switzerland
Aluminiumwerke A.-G. Rorschach

United Kingdom

Alcan Aluminium (UK} Limited (78.02%)
Alcan Ekeo Limited (39.01%)

Alcan Enfield Alloys Limited (39.01%)
Cargo Van Equipment Limited (50%)

Adrica

Ghana

Ghana Aluminium Products Limited
(60%)

Guinea

Compagnie des Bauxites de Guinée
(13.77%}

Nigeria

Alcan Aluminium of Nigeria Limited
(58.21%)

Alcan Aluminium Products Limited
(60%)

South Africa
Huletts Aluminium Limited (24%)

Asia

India

Indian Aluminium Company, Limited
(56.27%)

Indonesia
P.T. Alcan Indonesia {70%)

Japan
Nippon Light Metal Company, Ltd (50%)
Toyo Aluminium KK. (50%)

Malaysia

Alurminium Company of Malaysia
Berhad (38.62%)

Johore Mining and Stevedoring Company
Sdn Berhad {52.5%)

Thailand
Alcan Thai Company Limited

South Pacific

Australia

Alcan Australia Limited {70%)

Alcan Queenstand Pty Limited

Alcan Queensland Smelter Limited
Queensland Alumina Limited (21.39%)
Quintrex Marine Pty Limited {70%)

New Zealand
Alcan New Zealand Limited {69.2%)

Other Companies

Holding and Financial

Alcan Aluminium (Europe) S.A, Geneva

Alcan Aluminio da América Latina Lida,
Rio de Janeiro

Alcan Europe NV, Amsterdam

Alcan Finances Overseas N.V., Amsterdam

Research, Technology and

Engineering

Alcan Interational Limited, Montreal

Research laboratories: Jonquiére, Quebec;
Kingston, Ontario; Banbury, England

International Sales

Alcan Canada Products Limited,
Toronto— Canada

Alcan Aluminio {America Latina} Inc.,
Montreal—Latin America

Alcan Asia Limited, Hong Kong—

Asia [excluding US.S.R. and
Middle East)

Alcan S A., Zurich—Continental Europe
{excluding Germany and Scandinavia),
COMECON countries, Middle East and
Africa

Alcan Metall GmbH, Frankfurt — Germany

Alcan Lymemouth Limited, Londan—
UK, Ireland, Scandinavia

Alcan Ingot and Powders
(Division of Alcan Alurminum
Corporation), Cleveland —USA and
Caribbean

Alcan Intemational Limited
{Engineering Division), Montreal—
Engineering and feasibility studies, and
project management, related to the
aluminum industry

Alcan Trading {Bermuda) Limited,
Hamilton, Bermuda— Worldwide;
trading in aluminum-related products

Alcan Trading Limited, Montreal —Canada;
trading in aluminum-related products;
logistics services.



Alcan Aluminium Limited

13-K Report

A copy of the Company's current
annual 10-K Report filed with the
United States Securities and Exchange
Commission will be available to share-
holders after 1 April upon written
request to the Secretary of the Company.

Terms

All amounts are reported in United
States dollars and all quantities in
metric tons, or ‘tonnes’. A tonne is
1,000 kilegrams. or 2,204 6 pounds.

‘Subsidiany’ means a company in
which Alcan directly or indirectly owns
more than 50% of the voting stock
whereas ‘related company’ indicates a
company 50% or less owned.

Trademark

Aluminum Company of Canada, Ltd. is
the original owner of the ALCAN®
trademark, also used by other Alcan
companies. The trademark is registered
in some 90 countries. Its US, owner is
Alcan Aluminum Corporation.

Alcan Aluminium Limited

1 Place Ville Marie, Montreal

Mail Address: P.O. Box 6090, Monitreal, Canada

H3C 3H2

Stock Exchanges

The shares of Alcan Aluminium
Lirnited are listed on the Montreal,
Torento, Vancouver, New York,
Midwest, Pacific, London, Paris,

Brussels, Amsterdam, Frankfurt, Basel,

Geneva, Lausanne and Zurich stock
exchanges.

The markets where most of the shares
are traded are New York and Toronto.

Transfer Agents

National Trust Company. Limited,
Montreal, Toronto, Winnipeg, Regina,
Calgary, Vancouver.

Mellon Bank, N.A, Pittsburgh.
Citibank. N.A., New York.

Morgan Grenfel]l & Co. Limited,
London.

Registrars

The Royal Trust Compans,

Montreal, Toronto. Winnipeg, Regina,
Calgary, Vancouver.

Pittsburgh National Bank, Pittsburgh.
Manufacturers Hanover Trust
Company, New York,

The Royal Trust Company

of Canada, London.

‘ U""h, 5

Printed in Carada
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