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..the conduct and effectiveness of our organization
is highly dependent upon the quality

of the people who compriseit...”

— from Alcan, Its Purpose, Objectives and Policies, June 1978
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TERMS

In this repori, unless stated otherwise, ail dollar amounts are
stated in United States dollars and all quantities in mebric tons.
or tonnes. A tonne is 1.000 kilograms, or 2,204.6 pounds.

A “subsidiary’’ is a company in which Alcan divectly or
indireclly owns more than 50 per cent of the voting stock. A
company owned 50 per cent or less by Alcan, and in which the
Company has significant influence over management, is referred
to as a “related company”.

The following abbreviations are used:
it perlonne kUy thousand tonnes per year
kt thousand tonnes Mt!y million tonnes per year
Mt million tonnes

VERSION FRANCAISE

Pour obtenir la version frangaise de ce rapport, veuillez écrire
aux Services aux actionnaires d'Alcan dont I’adresse figure en
page 37.

COVER AND THEME

In 1978, Alcan distributed to all its employees and
its shareholders the document, “Alcan, Its Purpose,
Objectives and Policies”, reflecting the basic guide-
lines that had directed, and would continue to
direct, the conduct of the Company over the years.
Essentially unchanged, the document is even more
relevant in today’s social and business environment,
On the cover of this Annual Report and throughout
the review of our operations, key quotations from the
document are illustrated by Alcan’s people and activi-
ties today. (Copies of “Alcan, Its Purpose, Objectives
and Policies” are available upon request.)

In the cover photograph, Joe Vanella, crew leader,
directs a crane operator in the placement of alumi-
num ¢oils at one of Alcan’s largest rolling plants at
Oswego, New York.

COMPANY PROFILE

Alcan, the leading international aluminum com-
pany, is vertically integrated throughout all stages of
the industry, including bauxite mining, alumina
refining, aluminum smelting and labricating, and
sales. The Company is also committed to establish
an array of related new businesses with superior
growth and profit potential. Alcan has developed
a unique combination of competitive strengths with
low-cost, owned hydro-power in Canada, interna-
tional diversification, and proprietary process
technology.

Alcan Aluminium Limited, incorporated in
Canada on June 3, 1902, has some 41,200 holders
of its common shares and 3,300 holders of its
preference shares.

The word ALCAN and the symbol are registered
trademarks in more than 100 countries.



HIGHLIGHTS OF 1988
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Principal highlights tin millions of 155

Sales and operating revenues 8,529 6.797 25
Net income 931 433 115
Return (%) on average common sharcholders’ equity 24 12 —
Total assets (at year-end) 8,615 7,660 12
Capital expenditures 676 415 63
Ratio of tatal borrowings ta equity,

inc]yding minority interests (at vear-end) 26:74 2773 —
Aluminum shipments (in thousands of lonnes)
Fabricated products 1,446 1410 3
Ingot products 832 787 6
Total 2,278 2,197 4
Per common share (in L/S$)
Net income 5.77 2.52 129
Dividends 0.88 0.8 52
Common sharcholders’ equity {at year-end) 27.09 22.57 20
Market price (NYSE - consolidated trading)

High 33% 3Tk —

Low 237 18 —




MESSAGE TO SHAREHOLDERS

Nineteen eighty-eight saw a favourable climate for the aluminum industry
combine with the early fruits of Alcan’s own strategy to produce a memorable year. Earnings of
£931 million were at a record level, more than double those of 1987 and approaching twice those
of the previous record year of 1980. The Company’s balance sheet and cash flow have never been
stronger. Dividends were raised three tiines during the vear. Many capital projects are under way,
building the Company’s medium- and long-term future. Yet we retain the leanness and flexibility we
have striven to achieve over the past four years.

The improvement in earnings came from all across the Group, but particularly from
the smelting and fabricating operations of North America, which reaped the full benefit of the increase
in dollar prices of aluminum. In the fabricating field, about one-third of our total sales now comes from
our smaller manufacturing companies, which sell a wide range of products. It is encouraging to see
these companies, which thrive on innovation and entrepreneurship, operating successfully within a
large multinational. In all sectors, a continuing commitinent to “excellence and lowest cost in our
chosen aluminum businesses™ - in the words of our mission statement - was very evident throughout
the vear.

The other element of our strategy - the development of new businesses based on our
existing strengths — also showed some exciting developments. In advanced materials, construction has
started on our first production plant for Duralcan, a new metal matrix composite that combines low
cost with outstanding properties. In the autoinotive field, we took an important step fowards
commercialization of our aluminum structured vehicle technology, based on adhesive bonding.

Two important production prototypes, the Ferrari 408 and the Yaguar XJ 220, both using Alcan’s
technology for their structure, were announced during the vear. In our existing businesses, product
and process innovation flourished everywhere,

The rising tempo of technological achievement was highlighted by three awards in
1988: the Queen's Award for Technological Innovation in the United Kingdom for the development of
Lital aluminum-lithium allovs, the Archimedes Award, also in the UK., for work on inorganic
membrane filters and the Canada Award for Business Excellence for “an outstanding scientific and
technological breakthrough” in developing an aluminum-air fuel cell for use by British Telecom.

The year has indeed been one of achievement on many fronts by many people and we
would like to express the appreciation of the Directors for the effort and skill of evervbody throughout
the Alcan Group that has made it possible.

Nineteen eighty-eight was regarded by many, including Time magazine, as the Year of
the Environment, and Alcan was active in confronting its own environmental challenges. As can be
seen elsewhere in this report, the Company has been committed for many vears "to take all practical
steps to prevent or abate all forms of pollution which result from our operations....” Considerable
resources were devoted throughout the vear to pursuing this commitment, not least to the
construction of the Lateiriere smelter which is a major step towards replacing the environmentally
obsolete parts of our smelter system in Quebec,



Capital expenditures in the vear rose to $676 million and are likely to rise further (o
anout S1.2 billion in 1989, Apart irom the Laterriere smelter. we are proveeding with the $6:30-million
Kemano completion project, prohanly one of the last low-cost hvdroelectric sites of any developed
country in the world and an asset of significant Jong-term value to the Company. Other imporlant arcas
of capital expenditure were the North Amencan and European volling svstems, heverage can veoveling
and new businesses.

I December. the Board announced the appointment of David Morton, currently
President and Chiet Operating Officer, as Chairman and Chief Executive Officer with effect (rom
July 1, 19849, This appointment should ensure @ smaooth transition as one of us retives and the other
takes over,

The outlook for 1989 is a healthy one. At the industry Jevel, the halanced
supph-demand position appears likely to persist, Eventhing we have achieved as o company since (he
carly 1980s gives us the momentwim to take [ull advantage of the opportunities of 1989, Based on the
current industry conditions, earnings in 1989 should compare well with those of T988. Perhaps even
more important in the longer term, we are confident that our strategy is succeeding. We have shawn
our ability to profit handsomely from good tmes. We believe that we have also built the ability and the
strengths to do well in bad times, That is the reallv encouraging conclusion of 1988

Doand W Cber o

David M. Culver David Morton
Chairman and Chiel Fxecutive Officer President and Chief Operating Oificer

February 8. 1984



REVIEW OF OPERATIONS

Demand for aluminum was firm in most markets throughout the world, which led
hipments, revenues and earmings for Alcan to reach new highs. Revenues were 58.6 hillion compared Lo

56.9 hillion in 1987 and shipments of aluminum products totalled 2.3 million tonnes. approximately 12% af

Westens World aluminum consumption. Net income rose by 115% to $931 million in 1988, While the strong

aluminum market was the main source of these gains, Alcan’s cost reduction efforts over the past three vears,

which have vesulted in @ permanent $280-million pre-lax reduction of ils annual cost base, were also important

contributors,

The developnent of new husinesses continued to make good progress, pacticularly in the

transportation and advanced materals fields. Other areas in which work ix actively continuing wre the

aluminum-air hattery, ultra-filtration devices and packaging svstems. While most ol these projects are in the

carly stage of development. several are already showing encouraging long-term potential.

In both current operations and planned investments, environmental protection remains

& high priority. In Canada, for example, Alcan was a signatory to the Report of the National Task Force on

Isnvironment and Fconomy, During 1988, the Company invested $47 million in direct environmental

protection measures in its operations throughout the world.

CANADA

Alcan’'s Canadian operations had
a verv successful vear as profits
doubled to $453 million. Ship-
ments to customers in Canada
were 273 thousand tonnes (kt)
compared to 238 kt in 1987.
The Canadian smelter operations produced
1,008 kit of primary aluminum or 62% of the
Company’s total production. Approximately 70% of
this aluminum was exported to Alcan fabricating
plants and third-party customers in other countries,
with the United States as the largest market.

Smelting:

The market for primary aluminum remained strong
throughout the vear and prices reached all-time
high levels. While manufacturing costs were kept
under control, there was a sharp increase in the cost
of purchased raw materials. During the vear, the
Company reached a three-year labour agreement
with employees at its Quebec smelter operations
and a two-year agreement with employees at the
Kitimat, British Columbia, smelter.

In 1988, two important new initiatives were under-
taken that will ensure Alcan’s Canadian smelter

operations remain among the lowest-cost in the world.

Construction began on the 200-thousand-tonne-per-

year (ktly) Laterriere, (Quebec, smelter which is
expected to cost $600 million before capitalized
interest. This facility will replace part of the Soderberg
capacity at the Arvida smelter, resulting in a 60%
reduction in polycyvelic aromatic hydrocarbon (PAH)
emissions. It will also result in appreciable savings in
labour and energy per tonne of aluminum produced.
Under an accelerated construction schedule, pro-
duction from the first of four 50-ktfy potlines is
expected to begin in 1989, replacing capacity which
is now closed. The project will be completed in 1991,

Alcan also announced that construction will begin
in 1989 on the expansion of the Kemano, British
Columbia, hydroelectric facility. The expansion will
add 540 megawalts, or 60%, to the current installed
hydroelectric generating capacity at Kemano at a
cost of $630 million when completed in 1994, This
additional hvdroelectric generating capacity will
eventually be used for new aluminum production
when market and other conditions require, In the
interim, the surplus electricity will be sold to British
Columbia Hydro and Power Authority. Extensive
consultation with interested groups prior to con-
struction allowed this project to reflect the interests .
of all stakeholders.

With the commissioning this year of an 80-ktiv
sheet ingot casting center at the Grande-Baie



.. promote high standards of safety and occupational health...”

rare Afcan, Its Purpase, Objectives and Policies, June 1978

Empioyee health and safety in the vworkplace is a top priority, maonitored by
the Alcan Safety and Health Evaluation System across the Group.

Under this program, eight in-depth audits were carried out in 1988 in a number
of countries, A world symposium was also haeld in Moritreal for Alcan
managers responsible for environment, occupational health and safety. with ihe
objective of increasing employee avwareness in these matters as a major
focus. Safety awareness and know-how starts on the shop-floor and a plant.
with a good safety record is usually one with high productivity
and high morale — a fact widely observed in Alcan,
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smelter in Quebe¢ and the expected start-up in 1990
of the 90-kt!y casting center in Kitimat, British
Columbia, the Canadian smelter system shifts fur-
ther towards production of higher value-added ingot
products. By 1992 it is expected that 150 ktfy of
primary aluminum, currently produced as standard
remelt ingot, will be replaced by these value-added
products which consistently command higher
prices.

Construction also began on a $30-million plant at
Jongquiere, Quebec, which will have a capacity of
12 ktfy of Duralcan metal matrix composites. These
aluminum and ceramic composites offer superior
strength and stiffness at a low cost,

Fabricating:

The past vear saw a continuation of strong demand
for fabricated aluminum products. Consumption of
can sheet grew at a particularly rapid pace, rising
33%, as new Ontario provincial regulations permit-
ted aluminum to compete fully in the province's soft
drink container market.

Alcan is the largest supplier in Canada of fabri-
cated aluminum products such as household foil,
foil containers, beverage can sheet, rod, service
cable, extrusions and building products.

UNITED STATES

Shipments of aluminum to the
U.S. market rose 11% to a new
high of 893 kt which represents
39% of the Company’s total ship-
% ments, Profits from operations
were $101 million compared to
$27 million in 1987.

Fabricating:

In the U.S., Alcan manufactures fabricated products
for the consumer packaging, industrial distribution,
construction and transportation industries. Markets
were [irm during the year, aside from the building
products sector where demand weakened.

Price realizations on most products continued to
advance in line with ingot price increases. The main
exception was aluminum sheet for beverage cans
where pricing was restrained by the highly competi-
tive nature of the market. However, demand for

aluminum beverage cans remained strong, rising by
7% over 1987.

Further progress was made under Alcan’s North
American rolled products strategy in 1988. Aluminum
rolling operations completed an intensive three-year
plant specialization and product line rationalization
program. While shipments increased modestly during
this three-vear period, plant operating costs were
reduced by $85 million or 25%. Productivity, as
measured by output per man-year, rose by 60%.

The Company has been continuously upgrading
the technology in its rolling mills that produce can
sheet. This has led to steadily rising quality and a
further enhancement of Alcan’s good reputation in
this highly demanding market.

Alcan, in addition to producing a wide variety of
packaging products, is also the largest manuftacturer
of private label household foil. In 1988, the Com-
pany announced that it will completely modernize
the foil rolling facilities at Terre Haute, Indiana. The
first phase of this program will be the installation in
1989 of a new foil mill at a cost of $60 million.

As in the foil business, Alcan’s marketing strategy
for its olher manufacturing operations is to be one
of the biggest competitors in each of its chosen
fields. In 1988, Alcan was the largest supplier to the
U.S. market of aluminum service cable, building
wire, irigation tubing, coiled pipe, residential and
agricultural siding, as well as extrusion ingot.
Through its subsidiary, Metal Goods, the Company
was one of the largest distributors of stainless steel
and nickel alloys.

Smelting:

Alcan is also a producer of primary and recycled
aluminum in the U.S. During the vear, the Sebree,
Kentucky, smelter produced 163 kt of primary
aluminum. The modernization of the casting centre
at Sebree began in 1989, This will allow the smelter
to produce all of its output in the form of extrusion
and sheet ingot.

The aluminum recyvcling plant at Greensboro,
South Carolina, produced 60 kt of sheet ingot
during the vear. In 1988, construction began on a
beverage can recycling plant at Berea, Kentucky,
that will have 109 kt/v of sheet ingot capacity.
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...strive for a level of operating, technical and marketing excellence

which will ensure a strong competitive position...”’

from Alcan, Its Purpose, Objociinves and Policies. June 1978

From the traditional to the new, our businesses are focused on low-cost
excellence in meeting customer needs.
Alcan’s marketing strategy of higher added-value products presents
a technical and operating challenge for our people.
Whetheritis in new, high-quality extrusion ingot or the Aflupowwer aluminume-air
fuel cell, in ultra-thin beverage can sheet or
aluminum-lithium alloys for aircraft, success in meeting this challenge is
gaiming Alcan market share and recognition.



EUROPLE

Alcan’s operations in I'rance,

Germany, Ireland, [taly, Switzer-

land and the United Kingdom

cover all stages of aluminum pro-

duction from the refining of alu-

mina through the manufacture
of finished goods.

These businesses generated $2.8 billion of sales
in 1988 or 32% of total company-wide sales. Earn-
ings were $120 million for the year compared to
$61 million in 1987,

Shipments to European customers totalled 606 kt,

a 14% increase above the level in 1987 Most of
these shipments were in the form of semi-finished
and finished goods.

The Company is the largest manufacturer of
aluminuim relled products in Europe. Under Alcan’s
LLuropean rolled products strategy, the Company
is further strengthening its market position by
modernizing and specializing operations at its
rolling plants.

In a number of European plants, extensive invest-
ments were made in state-of-the-art pollution
control equipment and emissions were substantially
reduced. Every new investinent or plant modemiza-
tion project included a provision for environmental
protection measures.

Germany:

In Germany, the Company operates six plants
including a 50% nterest in the largest and most
modern sheet mill in Europe, located at Norf. Five
of these plants are dedicated to the production of
sheet and foil products with the sixth producing
pistons and castings tor the automohile industry.

Operations in Germany benefited from a growing
domestic economy and good export markets. Rev-
enues rose 19% over the level of 1987.

Profits increased in 1988 although the Company
was not able to fully pass on higher primary alu-
minum costs to customers.

United Kingdom:

Outside Canada, Alcan’s largest smelting capacity is
located in the UK., accounting (or 10% of the
Company’s total capacity. [n 1988, U. K. operations
shipped 253 kit of ingot. semi-fabricated and fin-
ished products to third parties.

The U.K. economy continued to exhibit strong
growth in 1988 and demand for aluminum in all
forms reached record levels. In particular, rolled
products and extrusions benefited from excellent
market conditions.

The Company continued to accelerate reinvest-
ment in its chosen fabricating businesses. Aluminum
tube manufacturing operations were equipped to
produce seamless drawn tubes and further invest-
ments were made in rolled products operations as
part of the EEuropean rolled products strategy.
FFrance:

Alcan's subsidiary in France, Technal, is the largest
European producer and distributor of aluminum
building systems, Through 14 distribution centers in
Europe and licensed distributors elsewhere around
the world, sales of these products to the construction
and home renovation markets reached 3159 million
in 1988. Profits and margins improved over 1987 as
the Company was able to recover higher costs of
labour and purchased metal.

Italy:

Revenues from operations in ltaly, where Alcan is a
leader in the rolled products and foundry alloys
markets, rose by approximately 40% over 1987,
The [talian economy exhibited one of the strongest
growth rates in Europe in 1988 with aluminum
demand increasing faster than the overall economy
for the third consecutive year. Strong sectors for
aluminum included packaging, construction, trans-
portation, and machinery and equipment.
Programs to reduce costs, improve productivity
and moedernize facilities were implemented during
the vear. As well, the rolled products operations
undertook an expansion plan that entailed increas-
ing the capacity of existing facilities and integrating
arecently acquired aluminum sheet plant, In 1989,
Alcan will also hegin construction of a new cold-
rolling complex.
Switzerland:
Alcan’s Swiss operations produce plain and con-
verted foil for the packaging and semi-rigid con-
tainer markets. Aided by the successful marketing

of a retortable pet-food container in Europe, sales
rose by 13%.



...establish appropriate quality standards for the products we supply ..."”

57 Alcan, lts Purpose, Objecuves and Policies, & .o 1973

I naworld-wide materials business, quality I1s paramount. [trequires rigorous
unifarmity of standards, the means to monitor them
and high personal commitment to customer satisfaction. Technical and operating
people combine to produce guaranteed quality
wherever Alcan’s products are offered. This commitment to excellence
has led to the introduction of shop-flocor employee invelvement
programs in many of Alcan’s plants world-wide.
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Ireland:

Work was undertaken during the vear at 65%-
owned Aughinish Alumina Limited to raise produc-
tion at the alumina refinery by 100 ktfy to 900 ktiy,
with further expansion under consideration. Reduc-
tion of operating costs continued and, together with
lower fuel oil costs, more than offset the significant
increase in caustic soda prices and the adverse
impact of the stronger Irish currency.

LATIN AMERICA

Shipiments to customenrs in

Latin America totalled 113 kt of
aluminum in 1988, 5% of Alcan's
total volume. Net income was $72
million compared to $58 million
in 1987.

Brazil:

Alcan's Brazilian subsidiary is fully integrated, from
the mining of bauxite to the manufacture of fabricated
products.

The Company’s two Brazilian smelters, which
have a combined production capacity of 118 ktfy,
operated at 99% of capacity in 1988,

Alcan produces a wide range of semi-finished and
finished goods and is the largest supplier of these
products to the Brazilian market.

While domestic shipments fell in a weak market,
increased exports of semi-fabricated and ingot prod-
ucts more than offset the decline. Strong interma-
tiona! metal prices coupled with this higher level of
export shipments led the Brazilian operations to
higher profits for the year.

Rising costs, however, offset some of the gains
made on export sales. The most significant
increases occurred in the cost of labour, alumina
and power.

Argentina:

Alcan's Argentine operations manufacture a wide
variety of fabricated products. Shipments for the
vear totalled approximately 15 kt.

The Company benefited from a modest recovery
in domestic demand and prices, with profits improv-
ing over the prior year,

10

PACIFIC

Alcan has eperations in Australia,
New Zealand, Malaysia, Hong
Kong and Thailand and significant
participations in related companies
in India and Japan. Shipments of
aluminum in all forms to customers
in these markets were 355 kt in 1988 or 16% of
Alcan's total volume.
Earnings from these operations were sharply
higher in 1988, reaching $176 miliion from
$32 million the year before. Much of the increase in
profits was due to the high demand for aluminum
which was spurred by stroeng growth in the major
Asian economies and that of Australia.

Australia:

Alcan Australia Limited, 73.3%-owned by Alcan,
operates smelting and fabricating plants in
Australia. In 1988, the smelter at Kurri Kurri
operated at slightly above its vated capacity of
150 ktfy.

The Australian aluminum industry experienced
strong growth due to the buovancey in both the
domestic and export markets. The company fully
participated in these markets with earnings and
revenues rising to record highs.

In 1988, sales of semi-fabricated products
increased to almest half of total shipments from
approximately one-third in the prior year. The
company increased the number of distribution
outlets and upgraded the quality of service provided
to industrial, trade and retail customers.

To strengthen its market position further, Alcan
is upgrading its extrusion and rolling facilities and
improving product quality and productivity, New
technology has been installed on anodizing lines to
reduce emissions.

As part of Alcan’s move to increase the percent-
age of its shipments in the form of value-added
products, 82% of Kurri Kurri's output was converted
to value-added ingot during the vear. Further steps
will be taken in this direction.
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‘... take all practical steps to prevent or abate all forms of pollution

which result from our operations...”’

i-czrry Alcan, Hs Purposs, Objectives ond Policies, June 19/8

Alcan has a continuing commitment to good environmental
performance and plays an active role in supporting the
Brundtland concept of ‘sustainable development’. Itis responding to
the challenge of rising environmental standards in many
ways, from total plant replacement to land reclamation. Concern for all
stakeholders, including the local community, is the
corporate and perscnal guideline. Environmental controls, both inside
plants and in their surroundings, are an integral part of
aur operations, Over the last 10 years, more than $480 million has heen
spent on environmental improvement measures.



New Zealand:

For Alcan New Zealand Limited, 98.7%-owned by
Alcan Australia Limited, 1988 was a difficult year as
the company faced flat domestic demand and severe
industry over-capacity. Efforts are under way to
reduce costs and rationalize facilities in both
Australia and New Zealand to serve better the
markets in those countries.

Japan:

Alcan has interests in two Japanese companies,
Nippon Light Metal Company, Ltd. (NLM) and
Tovo Aluminium K. K. (Toyal).

NLLM, 49 6%-owned by Alcan, with sales of
approximately $3.8 billion, is primarily a manufac-
turer of fabricated products but also produces
chemical grade alumina and foundry alloy ingot.
The company owns the only smelter in operation in
Japan, producing approximately 34 kt of primary
aluminum annually.

NLM made a strong recovery in profitability from
its break-even results in 1987. While some of the
improvement was due to the growing demand for
aluminum in Japan, particularly in the building and
transportation markets, approximately two-thirds
of the increase in earnings was attributable to the
company's success in reducing costs and to other
efforts undertaken in strengthening its businesses.

Toval, 49.9%-owned by Alcan, is one of the
world's leading producers of aluminum foil, paste
and powders, The company performed well in 1988,
with proftts increasing 36% over those of 1987.

[ndia:

Indian Aluminium Company, Limited, 39.6%-owned
by Alcan, returned to profitability in 1988 after its
break-even result last yvear.
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Other:

Alcan sold its 70% interest in an Indonesian sub-
sidiary and reduced its direct ownership in Alcan
Thai Company from 85% to 10%. The Company
also sold its 53% interest in Acme Aluminum
Company Limited in Sri Lanka.

Alcan is a joint venture partner in an aluminum
extrusion and manufacturing plant in Shenzhen,
China, which started operations in 1988.

OTHER AREAS

Jamaica:

Alcan has a 93% interest in two
aluminra refineries in Jamaica that
have a combined capacity of

860 kt/y.

Alcan and the Government of Jamaica success-
fully concluded negotiations for a new fiscal regime
effective from January 1989,

Jamaica was struck by Hurricane Gilbert in
September and, although physical damage to the
company's alumina production facilities and port
was limited, there was some loss of production.

Construction began on additional mud-disposal
facilities at the company's Ewarton plant to allow for
an increase in production. Dry red-mud stacking,
which considerably improves environmental perfor-
mance at alumina plants, is now in operation in
Jamaica, where it was developed.
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*...disseminate relevant technology and know-how

to all consolidated Group companies...””

troven Alcan, 1es Purpose, Objeclives and Policies, June 1978

I echnology underpins Alcan’s competitiveness and its growth. International
networking betvween people in our research and engineering centres
and our operating companies, along with the transfer and training of key

personngl, ensures that both proven and new technology is

transferred and applied wherever it offers a competitive advantage. In addition,
technical audit teams, in which people from similar operations share
their experience, overcome the “not-invented-here’’ syndrome by face-to-face

sessions. The outcome is higher productivity and
iower casts over the whaole argenization.
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MANAGEMENT’S DISCUSSION

PRIMARY ALUMINUM MARKET

Strong performance from the world's major
economies was the engine of continued growth in
the primary ingot market in 1988, Producer inven-
tories remained at historically low levels during the
vear, While primary aluminum production
increased, healthy demand for the metal kept the
ingot market in very close balance.

WESTERN WORLD PRIMARY ALUMENLM
PRODUCTION AND SHIPMENTS

millions of tonnes/vear
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1484 1988
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TOTAL PRIMARY ALUMINUM INVENTORIES
AND SPOT INGOT PRICES
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& ANALYSIS

Western World shipments grew by 3.1% in 1988
to 13.5 million tonnes (M), with growth constrained
by the supply of aluminum. Shipments were equal
to production as producers were unable to ship suh-
stantial quantities of aluminum out of inventories
for the first time in four vears.

Inventories held by producers and commodity
exchange warehouses were at minimum working
levels throughout 1988, At vear-end, they were
3.1 Mt representing only 11-to-12 weeks' supply,
the lowest level in the industry’s history.

The tight supply situation placed upward pressure
on aluminum prices during the vear. International
spot aluminum prices averaged $2,590 per tonne {/t)
in 1988, a 62.9% increase above the average price
in the prior year. Although aluminum trading on the
commodity exchanges was subiect to price specula-
tion during 1988, producers did not respond to
these pressures. maintaining a more stable pricing
environment for their customers,

Western World aluminum production rose by
7.1% to 13.5 Mt in 1988, primarily due to increases
in output from existing smelters. By vear-end, the
industry operating rate had risen to 98% of effective
capacity, the highest rate in its history, up from
95% at the end of 1987,

With the industry now operating at its maximum
feasible level, future increases in production of
primary aluminum must come from the commission-
ing of new capacity. Over the next three years, it is
anticipated that planned expansions will add less
than 2% per year to existing Western World smeli-
Ing capacity.

While the start-up of some new smelters will add
production, even a modest level of economic growth
in the world's economies should absorb the increase.

PRINCIPAL END-USE MARKETS

Containers and packaging:

Alcan’s sales increased by 20.8% in 1988, Competi-
tion in the heverage can market limited revenue
increases despite good gains in shipments. The
United States vemained the largest national market,
contributing approximately half of the gain in sales
revenues. In Europe, gains in the beverage can



1988 SALES BY MARKET

millions of US3$ 1988 1987 1986 1985 1984
Containers and packaging 23% 1,938 1,604 1,352 1,113 1,005

Transportation 8% 617 497 467 418 432

Electrical 9% 746 552 490 450 552

Building and construction 22% 1,814 1468 1,319 1,160 1223

Other 38% 3,160 2,426 2,128 2,330 2,056

100% 8,275 6,547 5,706 5511 5272

Total

market were limited, but sales of other container
and packaging applications advanced strongly. Sales
to the Canadian market increased rapidly due to
changes in regulations which allowed the use of
aluminum soft drink cans in Ontario.

Building and construction:

Sales revenues were up 23.6% largely due to
improved sales realizations. Gains were recorded in
the Pacific area led by housing booms in Australia
and Japan. Solid advances were also made in
Europe. Sales tonnage held steady in the United
States and declined in Canada due to weaker
housing markets in both countries and the erosion
of aluminum’s market share in some applications.

Transportation:

Sales rose 24.1% over 1987 as volumes and prices
improved. The increase in shipments reflects the
growth of the automobile industry around the world
and the increasing use of aluminum in wheels and
other casting applications. Sales of ingot alloys from
Canadian and Italian operations rose strongly. Ship-
ments increased (rom Alcan’s German and Canadian
automotive casting operations,

Electrical:

Sales rose 35.2%, with the bulk of the increase
coming from North American operations. Ship-
ments from Canadian operations rose by 40% in
1988 led by higher industrial demand in Canada and
increased exports of transmission cable. Sales by
Latin American operations declined due to difficult
economic conditions.

15

Other uses:

This category includes ingot sales, sales to distribu-
tors, which cannot be readily allocated to end-use
markets, and sales of chemical products, alumina
and bauxite. Sales rose 30.3% primarily due to
better pricing for all products in this category.

RESULTS OF OPERATIONS

Net income in 1988 rose to an all-time high of
$931 million, more than doubling the $433 million
reported in 1987 and over three times greater than
the $277 million reported in 1986.

Alcan’s return on average equity rose to 23.5%
for the year from 11.9% in 1987 and 8.3% in 1986.
This veturn is expected to be better than that of the
Standard & Poor's group of industrial companies
for 1988. Such superior performance is nnecessary at
this time in the business cycle if Alcan is to succeed
in its goal of outperforming the average return on
equity of the Standard & Poor’s industrial stock
index over the business cvcle in the 1990s.

The improvement in earnings has been due to the
rising level of aluminum prices since 1985 and the
Company's success in reducing costs in local cur-
rency teyms in most of its operations around the
world. Since 1985, Alcan has trimmed its annua!
cost base by $280 million, before taxes, from what
it otherwise would have been.

Sales and operating revenues for the year rose to
$8.5 billien, an increase of 25.5% over 1987 and
43.2% above the level in 1986. Since 1986, ship-
ments of aluminum in alt forms have increased by an
average of 3.7% per vear, with the split between



TGRS REVENUES BY PRODUCT
milhons of 1'5%

1985 1987 1986 1935 1984
Flat-rolled products 37% 3.152 2,821 2,584 2,320 2,161
Extruded, rolled, drawn 18% 1,578 1,166 1,142 1,042 1,126
Other fabricated 8% 666 470 344 357 281
Ingot products 21% 1,846 1,182 892 979 817
Other products 12% 1,033 907 794 813 887
Operating revenues g = 5 F ¢
and other income 4% 351 332 300 320 304
Total 100% 8,626 6,878 6,056 5831 5,576
1988 GROSS PROFIT BY PRODUCT
millions of 11S$ JERS] JUBT 1486 1485 1954
fis Total fabricated products s s e o A Fo
(integrated) 56% 1,263 947 749 598 710
[ngot products 28% 628 244 154 45 73]
Other products 8% 175 111 96 96 101
Operating revenues Tt = ¥
il e e 8% 189 179 171 171 152
Total 100% 2,255 1.481 1.170 910 1,138

ingot and fabricated product shipments remaining
relatively stable,

Cost of sales and operating expenses also
increased in 1988, rising 18.7% to $6.1 billion.
This increase was principally due to higher costs for
raw materials and purchased aluminum, the effects
of foreign currency translation and higher volumes.
Costs in 1987 were 10.4% higher than in 1986.

While cost of sales and operating expenses rose in
dollar terms, as a percentage of sales and operating
revenues they declined to 71.2% in 1988 from
75.3% in 1987 and 77.8% in 1986.

During 1988, purchases of aluminum totalled
716kt compared to 593 kt in 1987 and 489 kt in
1986. These purchases at market prices tend to
lessen the impact of metal price fluctuations on the
Company’s earnings.

Selling, administrative and general expenses
rose 17.4% to $525 million. Approximately 30%
of this rise was due to the effects of translating
stronger local currencies into U.S. dollars. Wage
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creases, additional expenses from new businesses
and lower pension credits accounted for nearly 42%
of the increase.

Interest costs, including amounts capitalized,
declined for the third consecutive vear, falling to
5150 million from $183 million in 1987 and $217
million in 1986. This reduction has resulted from
the decrease in borrowings since 1985 and the
success achieved in raising lower-cost debt.

Research and development expenditures in 1988
increased to $132 million. compared to $95 million
in 1987 and 77 million in 1986, reflecting in part
Alcan’s commitment to the development of new
businesses. R&D spending in 1989 is anticipated
to reach $145 million.

Equity income, from non-consolidated interests,
rose to $97 million from 335 millien in 1987 and
£5 million in 1986. The jump m 1988 was largely
due to the turnaround in profitability of Nippon
Light Metal Company, an Alcan related company
in Japan.



PRINCIPAL PRODUCTS

Shipments of aluminum in all forms increased to
2,278 kt in 1988 from 2,197 kt in 1987 and 2,119 kt
in 1986.

Consolidated primary aluminum preduction during
the vear, rose to 1,619 kt. The average smelter
operating rate for 1988 was 96% compared to 94%
in 1987 and 89% in 1986.

The yvear-end level of aluminum inventories was
480 kt, or 3% below that of the previous year. This
tonnage represented only 11 weeks’ supply, an
historically low level.

Ingot products:

Meeting the strong demand for aluminum through-
out the vear, shipments of ingot products increased
to 832 kt, 5.7% above the level of the prior vear.

Average realizations on the sales of these prod-
ucts rose 47.8% from $1,501/t to $2,219/t. Most of
this increase was due to higher aluminum prices.

Gross margins also continued to improve in 1988,
rising by 143.5% to $755/t. Some of the benefit of
improved realizations, however, was offset by higher
costs for purchased aluminum and raw materials
and by the stronger Canadian dollar.

Fabricated products:

Shipments of fabricated products were 1,446 kt in
1988 compared to 1,410 kt in 1987.

Demand for the Company’s products remained
firm throughout the year and average realizations
on sales of fabricated products increased 18% from
$3,1621t to $3,731t. Gross margins improved by
$201t, a 29.9% rise over 1987.

Other products:

Sales of other products continued to increase in
1988 due to stronger pricing for non-aluminum
products such as alumina, copper and steel.

Operating revenues:

Revenues were $254 million, compared to $251
million in 1987 and $200 million in 1986. These
revenues are principally generated from aluminum
tolling and the sale of electric power to third parties.

Other income:

Income from other sources, largely interest revenue,
was $97 million in 1988 compared to $81 million in
1987 and $100 million in 1986.
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LIQUIDITY AND CAPITAL RESOURCES

Cash generated by operations rose to a new record
in 1988 of $1,370 million. This compares to

$879 million generated in 1987 and $725 million
in 1986.

The strong level of cash generation has given
Alcan the opportunity to increase capital spending,
reduce debt, redeem preference shares and repur-
chase some of its common shares.

At the end of the year, the Company's financial
condition was stronger than at any other time in its
history. The ratio of total borrowings to equity was
reduced to 26:74, its lowest-ever year-end level.

At the ends of 1987 and 1986, the ratio of total
borrowings to equity stood at 27:73 and 31:69
respectively.
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Alcan raised the quarterly common share divi-
dend three times during 1988. For the vear, total
dividends were 88 cents per share compared to
58 cents in 1987 and 53 cents in 1986.

Investments:

In recent vears, capital spending has heen restrained
to relatively low levels as the Company generally
made expenditures only to maintain existing opera-
tions. Alcan is now taking advantage of its improved
cash flow to build for the future. Capital spending
rose to $676 million in 1988, up from $415 million
in 1987 and $342 million in 1986.

In 1988, major projects included the start of
construction on the Laterriere, Quebec, smelter;
the beginning of construction on a beverage can
recvcling center in the United States; the improve-
ment of alumina production facilities in Quebec; the
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start of construction on the Duralcan plant in
Quebec; and the upgrading of European and North
American rolled product operations.

In 1989, capital expenditures are planned to be
approximately $1.2 billion as construction contin-
ues on these projects. In addition, during the year,
the expansion of the Kemano hydroelectric facilities
in British Columbia will begin. If conditions remain
firrm in the aluminum market, spending on capital
projects could run at an annual level of $1 billion
over the next five vears,

Financing:

During the year. under “normal course issuer bids,”
the Company purchased 6.9 million of its common
shares on the open market at a cost of 3213 million.
These activities increased the earnings per share
and are viewed as a profitable use of the Company's
funds. Regulatory approval to make further pur-
chases continues until October 26, 1989, during
which time Alcan mav purchase up to an additional
7.1 million of its common shares.

In September, the Company redeemed its Serjes A
and Series B Cumulative Redeemable Retractable
Preference Shares at a total cost of $213 million.

Total borrowings continued their steady decline
for the third consecutive vear falling to $1,518
million at vear-end. Since the end of 1985, Alcan
has reduced borrowings by 21.7%.

In June, Alcan issued $150 million of 15-year,
Icurodollar exchangeable debentures carrving a
coupon of 4%. Each debenture is exchangeable
on or after January 1, 1989, for common shares held
by Alcan in Nippon Light Metal Company, Ltd., a
49 6%-owned related company in Japan. If fully
exchanged, Alcan’s ownership would decline to
44.4%.

Cash balances stood at $670 million, compared to
$493 million and $316 million at the ends of 1987
and 1986 respectively.

Term credit lines with banks were virtually the
same as last vear at $844 million. At year-end, only
$235 million of these lines of credit were being used.

In summary, Alcan continues to generate substan-
tial funds from operations, The Company’s strong
financial condition also allows access to additional
external financing as required. Management
believes that these financial resources are sufficient
to meet anticipated cash requirements of operations
and planned capital expenditures. :



RESPONSIBILITY FOR THE ANNUAL REPORT

Alcan’s management is responsible for the integrity
and fair presentation of the financial statements and
other information in the Annual Report. The financial
statements have been prepared in accordance with
accounting principles generally accepted in Canada,
conforming in all material respects with those of the
international Accounting Standards Committee.
Financial and operating data elsewhere in the Annual
Report are consistent with those contained in the
accompanying financial statements.

Alcan’s policy is to maintain systems of internal
accounting and administrative controls of high
quality consistent with reasonable cost. Such systems
are designed to provide reasonable assurance that
the financial information is accurate and reliable

and that Company assets are adequately accounted
for and saleguarded. The Audit Committee, which
is comprised of directors who are not employees,
meets regularly with representatives of Price
Waterhouse, the shareholders’ independent auditors,
and with members of management to satisfv them-
selves that Alcan's policy is being followed.

The financial statements have been reviewed
by the Audit Committee and, together with the
other required information in this Annual Report,
have been approved by the Board of Directors.
I addition, the financial statements have heen
examined by Price Waterhouse. whose report
is provided below.

OECD GUIDELINES

In 1976, the Organization for lEconomic Coopera-
tion and Development (OECD), which consists of 24
industrialized countries including Canada, adopted
a set of guidelines for multinational enterprises.
The same vear, Alcan expressed its support for, and
compliance with, these guidelines.

Alcan welcomed the guidelines as a positive
statement of what is good practice for multinational
companies and as part of a package of declarations
establishing an acceptable framework of reciprocal
rights and responsibilities between multinational
enterprises and host governments.

Alcan conlinues lo support and comply with the
OFCD guidelines and the Company’s own state-
ment, “Alcan, Its Purpose, Objectives and Policies™,
is consistent with them. The statement, first pub-
lished in 1978, was distributed in 11 languages to
Alcan employees worldwide to strengthen the aware-
ness of the basic principles and policies which have
guided the conduct of Alcan’s husiness over the years.

The statement, as well as the Company’s annual
10-K report which contains a list of significant Alcan
Group companies worldwide, is available to share-
holders on request.

AUDITORS’ REPORT

To the Shareholders of Alcan Aluminium Limited

We bave examined the consolidated halance sheet
of Alcan Aluminium Limited as at December 31,
1988, 1987 and 1986 and the consolidated state-
ments of income, retained earnings and cash flows
for each of the years in the three vear period ended
December 31, 1988, Qur examinations were made
in accordance with generally accepted auditing
standards. and accordingly included such tests and
other procedures as we considered necessary in the
circumstances.

In our opinion, these consolidated financial state-
ments present fairly the financial position of the
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Company as at December 31, 1988, 1987 and 1986
and the results of its operations and its cash flows
for each of the vears in the three vear period ended
December 31, 1988, in accordance with generally
accepted accounting principles in Canada applied
on a consistent basis.

Price Waterhouse
Chartered Accountants

Montreal, Canada
February 8, 1989



CONSOLIDATED STATEMENT OF INCOME

Years ended December 31

tn nMHmH::LEi\ except per share amounts) B 1988 1987 1986
Revenues
Sales and operating revenues £8,529 $6.797 $3.956
Other income o7 81 100
o S L 8,626 6.878 6,056
Costs and expenses
Cost of sales and operating expenses 6,072 5,117 4,635
Depreciation 316 286 276
Selling, admimstrative and general expenses 525 447 406
Research and development expenses 132 95 77
Interest (nole 23 137 177 202
U“T@'}f*jll_“li‘?i,,, o 91 113 b2
_______ . - N - 7.273 6.245 5,048
Income before income taxes and other items 1,353 633 408
[ncome laxes (note D) i - 497 230 160
Income before other items 856 403 248
E.quity income (note 6) 97 35 3
Minority interests o - (22) 12) (2)
Income before income tax recovery 931 433 221
Income tax recovery applicable to prior years' Josses — — 26
Net income (hote 4) $ 931 S 433 5 277
Dividends on preference shares 30 36 33
Nel income attributable to common shareholders - 901 397 244
Income per common share (note 1)
Buiore income 1ax recovery $ 5.77 § 202 $ 1.46
lllcome tax recovery 7 — — 0.17
Total income per common share $ 5.77 s 252 $1.63
_[)ivid_t;_r:_@ per common share $ 0.88 $ 0.58 3 0.533
CONSOLIDATED STATEMENT OF RETAINED EARNINGS
Years ended December 31
un millions of US$) o - 1988 1987 1986
Retained earnings - beginning of year $2,282 $1.977 $1,813
Nelincome - 931 433 277
3,213 2,410 2,090
Premium on purchase of common shares (note 12) 161 — -
Premium on redemption of preference shares 10 — -
Dividends - Common 138 92 80
- Preference ) 30 36 33
Retained earnings — end of year (note 13} $2,874 $2.282 $1.977
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CONSOLIDATED BALANCE SHEET

Iyecember 31

i millions of L s~
ASSETS . 88T 9%
Current assets
Cash and time deposits $ 670 S403 ~ 316
Receivabies 1,403 1.207 971
Inventories
Aluminum 1,067 Y49 1T
Raw materials 290 253 265
Other \upphu - ) B o 340 206 277
o e 3,770 J.198 2.746
Deferrcd chnrg% dnd reccwabICs s 190 L 183
Investments (note 6) 375 208 24()
Property, plant and equipment
Cost (note &) 7,860 7328 65.954
_-{gcqp)L_ll@_c_a_i__d_c[_\_l_‘_t_‘_glut_m_n__ - 3,580 3.363 5,005
4,280 2965 3.9409
Total assets - $8,615 S 7660 STHIN
LIABIL[TIES AND SHAREHQLDERS EQUITY ) -
Current liahilities
Pavables $1,081 $a12 s 7RG
Short-lerm borrowings (principally irom banks) 250 104 160
Income and gther laxes 255 a8 47
Debt maturing within one vear 69 80 bl
) 1 655 1.159 1,086
Debt not maturing within “one year (note 7 - 1,199 1.336 1.366
Deferred credits and- other liabilities 287 280 244
Provision for ratloqugi{ng‘ggq“rvgl_atﬁgd_l_l:_\_k_)ll_l_tvles (note 9) B 75 86 231
Deferred income taxes 1,006 754 204
Minority interests 73 e B 100
Redeemable retractable preference shares (notc 11) 8 202 218
Redeemable non-retractable preference shares (nole 11) 203 oo 203
Common sharebolders’ equity
Common shares (note 12} 1,147 1,183 172
Relained earnings (note 13) 2,874 2282 R
Deferre d translation adjustiments (note 3) 88 100 (BR}]
. B 4,109 3.565 116
Commitments and contingencies (note 14) o o
Total liabilities and shareholders’ equity $8,615 87,660 $7.018

Approved by the Board:
David M. Culver, Dircctor
Allan A. Hodgson, rector
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CONSOLIDATE

Years ended Decemnper 51

D STATEMENT OF CASH FLOWS

an m |l,u|| l;l'\.‘v\\ 1988 RS 19560
Operatmg activities
Income befare other items % 856 LENT I NVER
Adjustments fo determine cash from operating activities:
Depreciation 316 200 276
Deferred income taxes 254 191 166
Dividends from related conpanics 25 15 23
Change in receivables (196) (236) BT
Charge in inventories (199) i34) 38
Change in pavables 169 123 23
Change imncome and other taxes pavable 197 I §)
Deterred ranslation adjushments on operating working capital 37) i
Change in other non-current assets and hahilities 5 5
Consolidations (Decansolidations (9 0
Other (11) 74
Cash from oper ating aLll\ ities 1,370 R74 T35
Financing activities
N dehl 225 328 295
LICit vepavments (209) 1431} (570
16 (103) (275)
short-tern borrowings - et 28 (6] (1561
Conmmon shares issued 16 11 140)
Common sharves purchased o cancellation (213} -
Preference shares issued — = L
Redemplion of preference sharves (213) i35 (33)
Redemption of preferved shares of subsidiar: companics 2n 3
Dividends - Alcan sharcholders Gncluding prelerence) (168) 128) (113
mmm\t\ inferests (6) ) 8
ash used [or Iumnund aclivities (561) (.'509! (394
Total cash amjlable belore mwstment actmtle 809 570 320
lnustment activities
Praperty, plant ond cguipment (660) LRI SER,1)
[rvestments (16) oY 24
(676) i415) i34:2)
Sales ot l'ixud assels and investments 35 38 148
Cash wd for investment activit mm (641) (3770 P94
I L ol exy nafwu rate d]..nou onc Jsi (md timie ({Lnfl\]b 9 u 2
lncrease in cash and time deposn_s 177 E Y 139
Cash of company deconsolidated — Ry —
Cash and timne deposits - beginning of year 493 Sl (]
Cash and time deposits — end of year $ 670 s 4073 Ao
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in millions ol US$)

1. SUMMARY OF SIGNIFICANT ACCOUNTING PQLICIES

Principles of consolidation
The consolidated financial statements, which are
expressed in U.S. dollars, the principal currency of
international trade and of Alcan’s business, are pre-
pared in accordance with generally accepted account-
ing principles in Canada. They include the accounts of
all companies more than 50% owned. Joint ventures,
irrespective of percentage ol ownership, are included
to the extent of Alcan's participation. In addition,
consolidated net income includes Alcan’s equity in the
net income or loss of companies owned 50% or less
where Alcan has significant influence over inanage-
ment, and the investment in these companies is
increased or decreased by Alcan’s share of their undis-
tributed net income or loss since acquisition. Invest-
ments in companies in which Alcan does not have
significant influence over management are carried at
cost less amounts written off.

Intercompany items and transactions, imcluding
profits in inventories, are eliminated.

Other

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

Depreciation is calculated on the straight-line
method using rates based on the estimated usefu] lives
of the respective assets,

Certain prior vears’ amounts have been reclassified
to conform with the 1988 presentation.

Income per common share is calculated by dividing
Nel income attributable to common shareholders hy
the average number of common shares outstanding.
(1988: 156.1 million; 1987: 157.7 million; 1986:

149.9 million)

2. SUPPLEMENTARY INFORMATION

1988 1987 1986
Income statement
Repairs and maintenance $ 539 $ 476 $ 436
Taxes, other than payroll and income taxes 138 127 118
Interest on long-term debt 119 147 168
Capitalized interest 13 3] {15
Statement of cash flows
Interest paid $ 152 $ 185 $ 215
Income taxes paid 37 27 —
All time deposits are cash equivalents.
3. CURRENCY TRANSLATION
Currency translation losses included in income were
$2in 1988 (319 in 1987 and $13 in 1986).

The foliowing is an analysis of the Deferred transla-

tion adjustments component of Common shareholders’
equity:

1988 1987 1986
Balance - beginning of year $ 100 $ (33 3 (E_) )
Effect of exchange rate changes (16) 129 54
Amounts realized on certain investments 4 4 12
Balance - end of vear $ 88 $ 100 % {33)
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4. DIFFERENCES BETWEEN CANADIAN A

GENERALLY ACCEPTED ACCOUNTING

Curreney translation

Under Canadian GAAP wwealized exchunge gains a-a
[asses on translation or Tong-lerm monetary iems arg
deterved and amovtized over the e of those items
whereas under Uos. GAAP such gaims and losses are
ansorhed moncome immediately, Alsos under Canadiae.
GAAP deterred mcome Laxes of cempanies using the
copordd methed are ranslated at histoneal exchange
rales rather than at cirent exchange rates as used
oder bsou oy AR

Fax recovery
Under Canadian GAAP
subsidiary arimg from lossesowhich ocourred prior b

ax benefits of g purchased

ND UNITED STATES
PRINCIPLES (GAAP)

acquisition are recorded m ncome i the vear of
realization, Under 1S GAAP such tux penetits are
recorded o the vear ol realization ax a reduction of the
fued assets o the purchased subsidiary and are recog-
nized in mcome through lower depreciation charges
over the userul hves of these Nxed assets.

The tollowing tahle compares Net income as
reported with the net income that would have been
reported under TS GAAP together with the cumula-
e eftect on Retamed earmmgs and Deterred translu-
Lo adiustments.

[YRN [4s7 TONG
L [ 5. [ = A [
[emorted oA Femo i LAAR Feporicd GAAP
Net meome
[First quarter” R ~ 1R A = v - P 40
Second yuarter” 283 244 |04 113 1 as
Third guarter® EATH 2hiE 122 113 u? N
[Fourth quarler” 255 244 [ 6 130 ul (it
S9i1 S uld SOa S 413 27T S 242
Netincome allributable
Lo commaon sharcholders s~ 80 S 34T FoaTT s 244 s 204
Inconme per common shave 2T 258 2.54 1.0 1.349
Income before incomue Lo reconery ™ * RS 43434 (AN 251 234
Per common share 2T 257 239 1.4 1.34
Retumed carnings
nd o vear 2874 2,400 228D 2025 1977 2040
Delerved translation adjustments
1ond of vear B 33 101 16 1331 (8

The difference between Deferred translation adjustments under “As Reported™ and “ULS GAAPT arises principally
from the different treatment of exchange on long-term debt al Lanuary 1. 19873,

T ed

“Fgurealent to Netmcome (Loss) from comtimumg operations. hicome (Lossi betore income tiax recovery tor 1985 and 1984 ona US

GAADR hasis was $0YY) and 327

respectively (compared to S5 and 3247 as reportedn. Income (Loss) betore meome Lax recovery per

cormmon share tor TYRD and T984 on o U5 GAAP basis wis $11.561 and £1.65 respectivel icompared to $01L45) and $1.47 as reported)

Noeffect has heen provided in this note tor the
Financial Accounting Standards Boad Statement
No. 96 concerning Accounting for Income Taxes.
The Company interds to adopt Statement No, 96 for

1.5 GAAP reporting commencing January 1. 1994
The impact on 1920 earnings cannot reliably be esti-
maled at this ime and will depend upen Lax legislation
and exchange vates prevailing at that time.
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5. INCOME TAXES

Income before income taxes and olher items

Canada <

Olher countries

Cuorrent income taxes
Canada

Deferred income taxes
Canadda
Other countries

Tolal income tax provision =

The camposite of the applicable statutory carporale
miceme tax rates in Canada is 41.4% (45.4% in J987
and 46.9% in 19861, The following is a reconciliation
ol inceme taxes caleulated at the abave compesile
rateswith the total mcome tax provision:

Income taxes at the composite rate 3
Tncrease (Reduction) attributable to:

[rvestment and other allowances

Fxchange translation items

Tncome and expenses without tis effect

Foreign tax rate differences

Tax rate changes on previowshy recorded benelits

Other - net

income tax provision 5

Fhe principal items giving rise to the delerved partion
of the INCaIme tax provision are:

Realization of tax benefit carrvovers 3
Deprecialion

Research expense carrvovers

Inventory valuation

Investment and foreign lax credils
Other - net

Tuss TONT [UR1
Toh S~ 3058 S 25K
a4y IR0 150
153 0 408
158 ] (200
15 45 20
24 49 M
144 124 O,
105 BT i
254 191 166
48 S 200 S Inn
1988 1987 198G
ot S OURY S04
N 124 1350
(13 tH i
{12) (1 24
(16) i 4y

B

)

(5 (3} n
AYT S 2h0 ~ 1ol
J9RA [YRT 1486

b S — 56T

62} ) 10

39 3 thh

o6 16 [

17 2o 2

12 Y BT

$ 2534 s 19 $16E6
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6. INVESTMENTS

1986
Companics accounted for under the equity method note 1) s S 225
Other investments - al cost less amounts written off I3

s § 240

The combined results of operations and the financial
position of the companies accounted for under the
cauity method are summarized below:

1084
Results of operations for the yvear
Revenues 0.8 S3TOR
Cosls and expenses 3002 3647
Income hefore income taves 131
[ncome Laxes 106
Net mcome s $ 45
Alcan’s share of net income b S 3
Dividends received by Alcan b s 25

Financial position al December 31
Current assets
Curvent liahilities

Working capital

175
1o b

[“

Property. plant and equipment - net

Other assets - net

Debt not maturing within ane vear 1.211
Net assefs S1.050
Alcan’s equity In net assets  J
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7. DEBT NOT MATURING WITHIN ONE YEAR

1988 1987 1986
Alean Aluminium Limiled
157 BEurodollay debenitures, due 1992(0DM 14 1) th) =79 s 8Y s 7D
14 3% Notes, duc 1992 1 (M) 100 100
1104% Debenlures, due 19495 1K) 100 100
G55 Debentures. due 1998 100 1O 100
3 05% Swiss [ranc bonds, due 2000 () 105 113 -
Other debl. due 19892001 48 Ol (6
Alcan Aluminum Corporation
9.956"% Bank loan. due 19495 23 25 25
Other debl. due 198923 - 2N 27 N
Aean Empreendimentos Ltda and subsidiary compantes (3razil)
dank loans, due T9RGTYY2 (o R s 182
Other debt., due 1989194973 22 25 20
British Alcan Aluminium ple and subsidiary companies
10 <% Debentures, due 2011 (£30) Sy Bl 44
Buank loans. due 19891997 (£87) (u) 156 148 124
Other debt. due 19897996 (£12) 2 5 24
Alcan Deutschland Gmbl] and subsidiary companics
7 09% Bank loans, due 1989/1446 (DM 121 (b i bl
Banlk loans, due 1989/1996 (DM H8) (a) 32 54 4
Mean South Pacific Limited and subsidiary companies
Notes pavable (ar i) - 175 1o
Bank loans and other debt, due 19831993 (AS2) 2 ] (Y
(her companies
4% Lurodollar exchangeable debentures, due 2060 (¢ 150 — —
57w Swiss frane bank loan, due 1993 (SFr 40 wh 26 31 25
Bank loans. due 1989/1997 () 52 43 34
Other debt, due 19892002 66 64 a8
1,268 L4le 1.436G
Debl maturing within one year included in current liabilities (6Y) 180) 190
31,199 51,336 $1.366
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7. DEBT NOT MATURING WITHIN ONE YEAR (CONT’'D)

var Interest rates Nuctuale prinapally with the lender »
prime conynercial rate, or the commercial bank hill
rate. ors related to the London interbank offercd
rate,
[y August 98T, the 15-34"% 373 Eurodollar
debentures were swapped for a DM obhigation toi
tuwo-vear period with an etiechive inlevest rale ol
126" The debt s treated as o hedge of the
Company s myestment in Germany and. accord-
nigly, the exchange gain or loss 15 allocated to the:
Deterred translation adjustments component of
Commmon shareholders” eguity,
bese honds were ssued as SEr 178 and
rmmediate]y swapped for $105 al an erfective
mterest rate of 898%,
de The debt s treated as a hedge of the Compamy’s
mrestiment n Swilzerland and. accordinglv, the
cechange gain oy loss s allocaled to the Deferred
translation adjustments component of Commaon
shareholders” equity.

8. PROPERTY, PLANT AND EQUIPMENT, AT COST

e Pebenture holders arc entitled Lo recewe at their
option 1.562 common shares of Nippon Light Metal
Company, Ltd., a related company, m exchange toy
cach ten thousand dollar principal amount of
debentures,

<125 outstanding al December 31, 1988 reclassined
as shorl=term horrowmgs.

i

Biased onrates of cachange al vear-end, deblrepay-
ment reguirements over the next ive vears amount to
SOY 0N 1989, 557 1n 1960, 562 in 1991, £263 in 1992
and SU3n 1983,

1983 1987 1986

Land. and property rights S04 <113 S
Buildimgs. machinery and equipment 7.246 0933 0020
Construction work in progress 00 282 219
=786 7,328 Sh.u54

Capital expenditures in 1989 are expected to be about $1.200.

9. PROVISION FOR RATIONALIZATION AND RELATED LIABILITIES

I 984 Alcan made provisions aggregating 8416 to
cover fosses, asset write-downs and expenses related Lo
~everal ralionalization programs. Of this amount. 8341

has been utilized tor these programs to the end ot T8RS
and the palance s expected to be utilized for rational-
izations and write-downs of identified businesses.

10. ABATABLE PREFERRED SHARES

Pavment levms for assets acquired in January 1985
ront Atlantic Richnie)d Company included contingent
consideration in the form of abatable preferred shares
wilhean initial total nominal value of 3400, OFf these.

S 120 have been fully abated and $40 are expected to
be tully abated based on 1988 metal prices. The
outstanding shares will cither gualify for dividend and
redemplion or be subject (o ahatement depending
vpon whether or not Alcan and three other designated
alummum producers realize certain specified prices for
mgol products, vanging from $1.36 per pound in 1989
tey 3199 per pound in 1994,

28

To the extent the shares are not abated. the qualify-
ing amount will be reflected in the inancial stalements
and a corresponding amount. together with a cumula-
tive dividend of 9% per annum pavable thercon
retroactive to the date of issue Uanuary 18, 19851, will
be added to the book value of the assels acquired and
amortized against income over the remaining lives of
the fixed assets acquired. Such qualifving shares are
subject to retraction by the holder on January 18, 1997
but may be redeemed earlier at the option of Alcan.



11. PREFERENCE SHARES

Authorized

2000006 Conadative Redeemable 1fwst Preferved

Shares,

A unhimited number ol Prefevence Shares gssuabbe i

SCrIes):

m Cumulative Redeemable Retractable

Preference Shares
series I

u
retraclable Preference Shares:
sertes O 1984
1985
series 1 [REE
J9Rs

400,000 shares

[Floating Rate Cumuldative Redeemiible Non-

A 200,000 shares
SUGL000 shares
1,300,000 shares
400,000 shares

Cumulalive Redeenable Non-reiractable
Preference Shares
series 1D

$.000.0800 shares

Anunlimited number of Junior Preferred Shaves, Mg

are outstanding as ol Poecombor 310 T98S.

M shares are without nennnal ar par value

SNuminer (n thousands Stated valuy

Quistanding 1Y8= 1987 [ 14954 JEhin JURE
Redeemable retractable preference shares
[First Preferved tredeemed during 1987 — 1.inl s - R $ 52
Preference, sevies A (redeemed during 198E) — e 7747 — 148 140
Preterence, series B tredeemed during 1988) — 1.840 1843 — 16 I
Preference, series 17 4100 400 - ® =

S 8 202 218
Redeemahle non-retractable preference shares
Preterence. series O 2.700 SU00 2.0 s Uh =] s
Preference. series 1 1,704 1.700 [.760 43 43 43
Preference. series | 3.000 3,000 3,000 34 54 ;|

8200 S200 N2
Dividends Redemption

Quistanding shares are eligible Tor quanrterly dividends

as follows:

m Preference, series Cand 1 - Anamount related (o
the average of the Canadian prime interest rales for
Series Cand the average of the US, prime interest
vates for Series 1) guoted by two maioy Canadian ban
for stated periods.

m Preference. series [ - CANSZ 6 per share pey
annum up to Octeber 311991 and therealler al an
amount related to the average of the Canadian prime

ks

imterest rales gqualed by two major Canadian hanks for

slated periods.
B Prelerence. serics I - CANSZ.00 per share per
annum.

Retraction Privileges
Preference, series [ shares are retvactable at
CANS25.00 pey share on March 31, 1992,

29

Outstanding shares may be called for redemption o
the option of the Company on 30 dayvs notice as
forllows:

m Prererence. series O denominated in Canadian
dollarsy and D (denominated in U5, dollars) - Al
$26.20 per share during the twelve-month period
commencing January 1, 1984, and reducing hy
$0.30 per share in each of the succeeding bwelve-
month periods until December 31, 1992 after which
the shares may be redeemed at $25.00 per share.
m Preference. series 12 = AUCANS25.00 per share
commencing October 31, 1941

® Preference. sevies o ALCANSZO G0 per share
commencing March 41, 1442

Any partal redemption must be made an o pro-rats
hisis or b lol.



12. COMMON SHARES

I'he authorized common share capital is an unlimited
number of commuon shaves without nominal or par
vilue. Changes in the number and stated value of
cutstanding common shares are summarized below:

Snber (n thousands)

S

Outstanding - beginning of vear
Purchased for cancellation
[ssued for cash:

Execubive share option plan a2
Dividend reimvestment and share

157.976

purchase plans L0K
Lserorse ol warrants =
Issued under stock dividend plan —
Cutstanding - end of vear 151.693

I nder the exeentive share option plan. certain key

ump](‘s_\ ees may mn'c}msy commaon shares at a price not
less than 90% of the market value on the effective date
of cach option. The average price of the shares covered

Onlstanding - heginning of vear
Granted

Exercised

Cancelled

16893

i5

Qulstanding — end of vear

Included in the ssued common share capital of the
Company is 341 of subardinate non-voling commeon
shaves. Az all of these shaves are held by wwholly-
ovwned subsidiary. they have been eliminated upon
consolidation.

13. RETAINED EARNINGS

Consolidated retained earmings at December 31, T8RS,
include:

m 5157 of undisiributed carnings of commanics
accounted for under the equity methiod

30

Slaied Value

1987 19865 1958 1987 1986
7562 149.670 SLI83  S1.172  §1.032
— : (32} -
12 g 7 3 ]
200 191 9 8 "
— 7357 - — 133
s i) — - 2
7976 157362 $1.147  $1.183  S1172

by the outstanding oplions is CANSZE.73 per share.
These options expive al various dates during the next
10 vears. Changes in shares under oplion are summa-
rized helow:

1985 [O8T 1986
029,586 632.042 373515
— 618.000 219,900
1123.047) (54,228

L1497 409) (107.145)

929 556 652,042

During 1988, the Company purchased and cancelled
. 893,500 of its common shares al a tetal cost of 8213
under share buy-back programs and al vear-end had
regulatory approval to purchase an additional 7106506
shares to October 26, 1989,

m 51408 of undistributed earnings of subsidiaries,
some part of which mav he subject to certain taxes and
other restrictions an distribution to the parent com-
pamny: no provision is made for such taxes because
these earnings are reinvested in the business.



14. COMMITMENTS AND CONTINGENCIES

Try ensuve Tong-term supplies of hauxile and access to
alumina and fabricating facilities. Alcan participates in
several long-term cost sharing arrangements with
related companies. Alcan's fixed and determinable
commitments. which comprise long-term debt service
and “take-m-poy” obligations, are estimated at 3127 in
J9RG, SI128in 18490, $126in 1991, 5152 in 1992, S118
in 1993 and $382 thercafter, Total charges rom these
related companics were $267 in 1988, $231 in 1987
and $201 10 1986, In addition. there are guarantees tor
the repavment of approximately $25 of indebtedness
by related companies. Commitments with thivd parties
for supplies of other inputs are estimated at $39in
TURA S35 in 1990, 334 in 1997, $34 in 1992, 33010
1943 and $245 thereafler. Total charges from these thivd

15. PENSION PLANS

Alcan and its subsidiavies have established pension
plans in the principal countries where they operade. Tor
the greater parl contributory and gencrally apen to all
emplovees, Most plans provide pension benents thal
are based on the emplovee's highest average eligible
compensation during any consecutive 3e-month period
hetore retivernent. Plan assels consist primarily of
listed stocks and bonds.

particswere S35 19SS 810 1987 and $24 in 1986,
Minimumn rental obligations amount to $57 in 1989,
S0 1990, 471 10 1991, $36 in 1982, $30 in 1943 and
lesser annual amounts thereafter. Total rental expenses
amaunted to 3102 in 1988, 87 in 1U87 and 372 in 1986,
Alcan. m the course of its operations, ts subject to

claims and Law suits. The Company does not believe
Lhal these matlers will malevially impair its operalivns
or have a material adverse effect onits financial
position.

In addition. see reference to debt repayments in
nete 7. capilal expenditures in note 8. abatable pre-
terred shaves in note 100 and prefercoce share retrac
tions innoty 11

Alcan’s tunding policy is to contribule the amount
required o provide for benefits attributed Lo service Lo
date with projection of salarvies to relirement and 1o
amortize unfunded actuarial ahilitics fer the most part
aver periods of 15 veurs or Jess,

Pension Cost 1988 JURY TORO
Service cosl for the vear 06 2ond s 53
Interest cost on projected henetit obhigations 153 130 112
Actual return on assels 222 154 12801
Varianee of actual return rom expected long-term rate of $.1%

(8.0 0 T98T and 7.9% in 19861 being deferred. and

amortization of other gains and losses 22 11 |22
Nel cost for the yvear S 029 yoo) b T
The plans’ funded status at December 31 was:
Actuarial accumulaled henefil obligation. including vested benefit

obligations of S1.740 (81,544 in 1987 and 31255 1m 1986) 51,771 $1.571 31,2849
Plan assets al market value 2468 2,204 1.946
Actuarial projected benenit obligation bused on average compensation

growlly ol 6.2% (6.1% in 1987 and 5.9% in 1986) and discount rate

of 3.2% 8 1% in 19837 and 7.9% in 1986) 2,080 1.874 1.561
Plan asscts in excess of projecled benefit abligation i 325 445
Unamortized acluavial gains - net” (218) (13 (125)
U namortized prior sevvice cost” 134 150 15
Unamortized portion of actuarial surplus al Januaey 1, 1986° (301) (324 {357
Pension asset (labilily) in balance sheet S 3 hY T S22

“Being amortized over expected average remaining service of emplovees. generallv 15 vears
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16. INFORMATION BY GEOGRAPHIC AREAS

sales and operating yevenues
Lo subsidiaries

Sales and operating revenues
to third partics

Netincome thoss)

Total assets
at December 31

Capital expendilures

Average number of empluyees

tin thousands)

lLocation 19588 1987 1986
Canada 82,104 51,580 $1.205
United Slates 197 143 102
Latin America 61 17 9
Zurope 205 49 93
Pacific hYi 4 50
Al sthe 314 113 203
Sub-tolal 2968 1.706 1.662
Consolidation eliminations (2,968) (1.706) (1.662)
Total s = L — -
Canada 51,226 S 609 S 794
United States 2.967 2.181 1.998
Latin America 416 407 248
lSurope 2756 2.285 2.065
Paaific 1.074 Sl beo
All other 90 a5 86
7 f!'flta] $8,529 $6.797 $5.956
Sales Lo subsidiary companics are made at a fair markct price
recognizing volume, continuity of supply and other factors.
Canada S 453 § 227 s 150
Lnited States 101 27 43
Lalin America 72 28 2
lurope 120 ol 32
Pacific 176 32 i)
All ather 04 a0 25
(_‘uns_nlidalinn eliminations (55) B (28) (3)
Tortal & 43] S 434 § 277
Canada 53,160 52936 $2,575
United Slites 1.448 1.145 Ll 15
[Latin America 724 728 713
lurope 2,726 2.366 1.956
Pacific 1,009 831 878
All other 6773 383 496
Consolidation eliminations (1,123) (729) (615)
- Tolal SRB15 $7.660 $7.118
Canada s 297 3 144 S8
United States 106 48 52
latin Americu 32 28 ol
lLurope 201 145 96
Pacific 3 42 27
All other 4 6 9
Total 3 676 $ 415 S 342
Canada 15 13 1G
inited States 7 7 7
Latin America 9 Y 4
IJurope 18 18 20
[Pacific ) 12 14
All other 2 2 i
Total a6 (333 (7

1987 and 1986 include the emplovees of
Indian Ah:l{pmium Company, Limited.
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QUARTERLY FINANCIAL DATA”

RN I ' SeCuid L Lot

1988
Revenues 31,969 $2,218 32,185 $2.254 $8,626
Cost of sales and operating expenses 1,440 1,572 1,495 1,565 6,072
Depreciation 76 74 81 85 316
Income taxes 84 130 153 130 497
Interest and other items 194 199 198 219 810

Net income § 243 % 258 % 235 % 931
Dividends on preference shares (9 ] (8) (4) (30}
Net income attributable to common shareholders 166 234 250 251 901

1
—
-]
[

Net income per common share 1 - $ 1.03 $ 1.AR % 1.6l $ 1.64 $ 5.77
1987

[Reyeres NN -~ o = UN R Sy s N
Cost of sales and operaling expenses ] ARG TR B o
Depreciation A 74 L T Sy
Icome tases 24 0 n. P o

cresh and other e h %] [R5 19s 234 A e

et meome R R H N T R AR
Dhvidends o preterence shaves e th (G A Lo
Sel meonie altyibutable to cammon sharebolder N Y T C Ao
Net income per common share | -~ Sy SN S 072 S sl ¥ S0
1986

Revenues S sty 4492 s A0
Cast of sales and operaling eanenses R CIRY 144 [ Tas 4000
Deprecianon ihh Hi He 73 A
Icome taxes 243 b 5y T
foterest and othee items |7 ¥#7F NG ) 734
Income tay recoven X N . - 0
Seef meoe ~ 44 5114 > 0l * ol RIS
Dividends on preference sha Y ] 18 14
Selmeome agttributable to common shaveholders o Ttk 54 52 S
Income per common share HhE B

Betore meome Lax recovery i () o 0.3 .35 ] 4n
lcome tax recoven (LR 005 (.05 (AR (17
lotal income per commoen share L 02 § 0.70 S 0.0 S 0.35 ST
U naukhited

Fotal mcome per common share caleulation are based on the average noea oo shorecantagmdmg o each pernd
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AN ELEVEN-YEAR SUMMARY

1988 1987 1986 1985 1984 1983 1982 1981 1980 1979 1978
CONSOLIDATED INCOME
STATEMENT ITEMS (in millions of US$)
Revenues
Sales and operating revenues 8,529 6.797 5,956 5,718 5,467 5,208 4,644 A7 5.215 4,390 3,711
Other income 97 81 100 113 109 97 65 75 49 60 27
Total revenues 8,626 6,878 6,056 5,831 5.576 5,305 4,709 5,053 5.264 4,450 3,738
Costs and expenses T
Cost of sales and operating expenses 6,072 5117 4,635 4,692 4,228 4,185 3.801 3,669 3,236 2,709
Depreciation 316 296 276 258 250 238 202 162 149 138
Selling. administrative and general expenses 525 447 406 385 393 392 365 319 284 245
Research and development expenses 132 95 77 77 66 60 A8 AT 34 33
Interest 137 177 202 242 244 255 186 107 114 88
Special charges and rationalization expenses — — — 416 — - — _ — — .
Other expenses 91 113 52 53 38 32 30 22 23 14 17
Income taxes 497 230 160 87 151 73 () 142 393 211 190
Minority interests 22) (5) (2 () (5) 9 3 5) as (18) (19)
Equity income 97 35 5 15 46 10 (46) () 26 27 3
*Net income (Loss) from continuing operations 931 433 251 (183) 247 89 (45) 278 534 417 307
Extraordinary gain : - -- 26 36 3 15 — - - 91 _
*Net income (Loss) 931 431% 277 (147) 284 104 (45) 278 554 438 307
Preference dividends 30 36 33 33 31 31 13 14 12 11 10
*Net income (Loss) attributable to common shareholders 901 397 244 (180) 253 73 (58) 264 342 427 497
CONSOLIDATED BALANCE
SHEET ITEMS (in millions of US$)
Working capital 2,115 22,039 1,660 1.452 1.488 1,452 1,461 1,373 1,275 1113
Property, plant and equipment - net 4,280 3,965 3.949 3,875 3,600 3,050 3,701 2,441 1.915 1.638
Total assets 8,615 7,660 7,118 6,861 6,690 6,600 6,632 5,470 4,440 3,967
Long-term debt 1,199 1,336 1.366 1.600 1.350 1.499 1,749 430 796 716
Deferred income taxes 1,006 754 554 409 562 037 535 514 397 344
Preference shares 211 405 421 398 405 337 340 140 155 171
B Common shareholders’ equity 4,109 3,565 3,116 2,746 2,916 2,799 2,011 2,463 2,030 1.688
PER COMMON SHARE inUs$)
*Net income (Loss) from continuing operations 5.77 2,52 1.46 (1.45) 1.47 0.43 (0.46) 216 447 3.4 245
*Net income (Loss) 5.77 252 1.63 (1.21) 1.73 0,54 (0,46} 2,16 447 3.52 245
Dividends paid 0.88 0.58 0.53 0.73 (.80 .60 0.90 1.20 0.90 0.70 .52
Common shareholders’ equity 27.09 2257 19.77 18.35 19.61 19.25 19.65 21.22 20,30 16,73 13.91
N o Market price - NYSE close 32.63 26,88 18.83 19,33 19.17 26,50 18.59 15.33 2217 15.63 11.29
OPERATING DATA (in thousands of tonnes)
Consolidated aluminum shipments .
Ingot and ingot products 832 787 731 878 577 728 758 510 533 496 615
Fabricated products 1,446 1.410 1,388 1,340 1,213 1.174 949 1,037 1,035 1.036 982
Total aluminum shipments ] 2,278 ;3 197 ) 2,119 2218 1,790 1.902 1.707 1,547 1.588 1,532 1.597
Consolidated primary aluminum production 1,619 1.587 ] ‘.l 641 1 .l)471 1,560 1,383 1,297 ) 1,395 1.302 1.063 1,194‘;
Consolidated aluminum inventories (end of year) 480 . 496 579 625 708 534 620 666 485 410 518
Primary aluminum capacity .
Consolidated subsidiaries 1,680 l,htﬁl) 1,841 1,841 1.646 1.619 1.593 1,483 1,426 1,347 1.258
Total consolidated subsidiaries and related companies 1,831 1,861 1,905 1,905 2,097 2,070 2,035 1,987 1.930 1,959 2,086
OTHER STATISTICS
Cash from operating activities (in millions of US$) 1,370 879 25 586 489 324 253 240 673 563 499
Capital expenditures (in millions of US$) 676 AlS 342 597 427 382 643 974 752 495 333
Ratio of total borrowings to equity (°4) 26:74 2/:7} 3169 37:63 3466 30:64 4357 41:59 30:70 28:72 32:68
Average number of employees (in thousands) 56 63 67 70 70 71 67 67 66 64 62
Common shareholders (in thousands at end of ycar) 41 46 49 59 67 59 51 AT 37 35 37
Common shares outstanding (in millions at end of year) 152 158 158 150 149 145 128 125 121 121 121
Registered in Canada (46) 54 44 43 46 536 A% 51 48 39 39 43
Registered in the United States (2 43 53 52 49 39 48 42 45 03 53 45
Registered in other countries (%4) 3 3 5 5 5 4 7 7 8 8 12
Return on average common shareholders’ equity (26) 24 12 8 (6) 9 3 (2) 10 24 23 19
* Al net income figures include the after-tax impact of unusual chardes, such as special charges and rationalization expenses of
$252 million ($1.69 per common share) in 1983, and the gains and losses from the disposal of various assets and investments.
Sev note 4 to the financial statements for U8, GAAP information.
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President, Alcan Rolled Products
Company (Canada and US.AL.
Cleveland, Ohin

Gerald Clark

Exccutive Director, Raw Materials,
Maoalreal

Charles G. Heinrich

President. Alcan Pacific Limited,
Vancouver

S. Bruce Heister

Managing Director. Alean Auslralia
Limited. Sydnev

Douglas M. Ritchie

Mianaging Direcloy and Chiel
oxecutive Officer. British Alcan
Aluminium ple. Chalfont Park.
Fngland

E. lan Rugeroni

President, Metal Marketing

und Recyling, Monireal
Everaldo N. Santos

President and Chiel Executive
Officer. Alcan Aluminie do

Brasil S.A.. Sdo Paulo

Frangois Senécal-Tremblay
President, Alcan Smelters and
Chemicals imited, Montreal

Timothy C. Tulf

President, Alcan Aluminum
Cwporalion, Cambridge,
Massachuselts

Reinhold Wagner

President and Chief Executive
Officer. Alean Deutsehland GmbH,
Fschborn, West Germany
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SHAREHOLDER INFORMATION

ANNUAL MEETING

The Annual Meeting of the holders of common
shares of Alcan Aluminium Limited will be held
on Thursday, April 27, 1389, The meeting will
take place at 10:00 a.m. in the Assembly Hall of
the International Civil Aviation Organization at
1000 Sherbrooke Street West, Montreal.

COMMON SHARES

The principal markets for trading in the common
shares are the New York and Toronte stock
exchanges. The common shares are also traded on
the Montreal, Vancouver, Midwest, Pacific, London,
Paris, Brussels, Amsterdam, Frankfurt, Basel,
Geneva, Lausanne and Zurich stock exchanges.

The transfer agents for the common shares are
National Trust Company in Montreal, Toronto,
Winnipeg, Regina, Calgary and Vancouver;
Manufacturers Hanover Trust Company in New
York; Manufacturers Hanover Trust Company of
California in San Francisco; and The Royal Trust
Company in London.

PREFERENCE SHARES

The preference shares are listed on the Montreal,
Toronto and Vancouver stock exchanges. The
transfer agent for the preference shares is The Roval
Trust Company.

DIVIDENDS AND PRICES PER COMMON SHARE

Dividend™ Price*
1988 NYSE - US$** TSE - CANS®*
Quarter USs High Low High Low
First 0.180 3044 237y 39 304
Second 0.180 33%s 24Y4 40Y2 32V
Third 0.220 33Vs 281s 401/ 34V
Fourth (.300 32% 2873 3914 3518
Year 0.880
1987
Quarter
First 0,133 26%5 19 35 26
Second 0.150 32 25 43V4 32
Third 0.150 373 30%s 49 403
Fourth 0.150 3773 18 4912 27
Year 0.583

* Amounts for the Nirst quarter of 1987 reflect the three-for-two

share split on May 5, 1987.

INVESTMENT PLANS

The Company offers holders of common shares
two convenient ways of buying additional Alcan
common shares at regular intervals and without
payment of brokerage commissions. These are the
Dividend Reinvestment Plan and the Share Pur-
chase Plan. For information, contact Alcan Share-
helder Services at the address below.

HEAD OFFICE

1188 Sherbrooke Street West
Montreal, Quebec, Canada
H3A 3G2

Telephone: {514) 848-8000
Telecopier: 514-848-8115

**The share prices are those reporied as New York Stock

Exchange - Consolidated Trading and reported by the Taronto
Stock Exchange.

10-K REPORT

A copy of the Company’s annual 10-K report for
1988, to be filed with the United States Securities
and Exchange Commission, will be available to
shareholders after April 1 and may be obtained
upon request to Alcan Shareholder Services
at the address below.

il
Alcan Aluminium Limited Aﬂ"g
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