


BALANCING CORPORATE AND SOCIAL NEEDS

Today, for every corporation, the community is the context in which it does
business. The approval of the community is the key that allows companies to operate
successfully, and a good reputation is the new, invisible asset on the balance sheet.

Alcan has held this view for many years. In the seventies, the Company published
itas one of its key objectives: “To recognize and seek to balance the interests of our
shareholders, employees, customers, suppliers and governments and the public at
large, while achieving Alcan’s business objectives, taking into account the differing
social, economic and environmental aspirations of the countries and communities
in which we operate” (from Alcan, lts Purpose, Objectives and Policies, 1978).

In this report are illustrated some of the ways in which Alcan fulfills its
responsibilities o the community (see pages 4 to 8). The cover photograph shows
Alcan’s Laterriére smelter in Chicoutimi, Quebec, which came on stream in late 1989.
This new smelter brings the benefits of improved environmental performance and
working conditions as well as greater efliciency - a real balance of corporate and

social needs.
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ANNUAL MEETING

The Annual Meeting of the holders of common shares
of Alcan Aluminium Limited will be held on Thursday,
April 26, 1990. The meeting will take place a1 10:00 a.m.
m the West Ballroom of Le Centre Sheraton Montreal at
1201 Rene-Lévesque Boulevard West, Monireal.

TERMS

In this report. unless stated otherwise, all dollar
anmsounts are stated in United States doliars and all
quantitics in Metric [ans, or tennes. A toone is 1,000
kilograms, or 2,204.6 peunds.

A "subsidiary " is a company in which Alcan directly
or indirectly ewns 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 arc used:

U per tonne
kt thousand tonnes  kify  thousand tonnes per year
Mt miliion onnes Mty million tonmes per year

VERSION FRANCAISE

Pour obteniv la version frangaise de ce rapport,
vewllez écrire aux Services aux actionnaires d'alcan
dont adresse figure en page 37.



COMPANY PROFILE

Alcan, a leading international aluminum company, is vertically integrated
throughout all stages of the industry, including bauxite mining, alumina refining,
aluminum smelting and labricating, and sales. The Company is also establishing new
businesses with superior growth and profit potential. Alcan has developed a unique
combination of competitive strengths with low-cost, owned hydroelectricity in
Canada, international diversification and proprietary process technology.

Alcan Aluminium Limited, incorporated in Canada on June 3, 1902, has about
40,000 holders of its common shares widely distributed internationally, the majority
of whom are in North America.

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

100 countrics.
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HIGHLIGHTS OF 1989

Prlincii)al higl-;]_igl;its (in mi”;(;ns_of Uss)

Sales and operating revenues
Net income
Return (%) on average common shareholders’ equity
Total assets {at year-end)
Capital expenditures
Ratio of total borrowings to equity,
including minority interests (at year-end)

Operating data (in thousands of tonnes)

Aluminum shipments
Fabricated praducts
Ingot products

Total
Primary aluminum production
Aluminum purchases

Per common share (in U5$)

Net income
Dividends
Commen shareholders’ equity (at year-end)
Market price (NYSE - consolidated trading)
High
Low
Close
Amounts reflect the three-for-two share <plit an May 9, 1989.

NET INCOME
millions of Us$

Lo b

" 198> 1986 1987 1988 1989

1989

8,839
835
19
9,508
1,466

26:74

1,518
743
2,261
1,643
718

3.58
1.12
20.30

25%
201
227

1988

8,529
931
24
8,615
676

26:74

1,446

832

2.278

1,619
716

385
0.59
18.06

22V4
15%
21%

% change

(10)

10
117

{11
(1)

N
90
12



MESSAGE TO SHAREHO!L RS

Nineteen eighty-nine was a year of satislactory earnings: while not equalling the record
ol 1988, net income of 3835 million was aimost double that of 1987 and 0% higher than the
previows record year of 1980, The Company's balance sheetand cash generation continued o
be very strong. Dividends were increased in February for the §ifth time in two years. and
expendiure on captal projects was <harply increased

Famings weve well spread inroughout the Group. Moreover, in all arcas there are moves o
tugher value-added products and improved cost competitiveness The process develepments
necessary e achteve this are heing systematically inroduced worldwide through our
techoology nerwork and re an essenual constituent of our capital investument progrant. The
mtroduction of new products as well as the benefit of inproved costs and higher quality will
show up increasingly i the coning vears

Environmental 1ssues remam an important priovity. The imtal phase of the Laterriere
amefter came on stream at the end ol the vear, as this smelier comes to full production. i will
progressively replace less environmentally sound and less ellicient capacity in Quebee. A new
beverage can recyveling plant was opened in the United Staies. doubling our recveling capadity
there. and the construction ol a simuilar plant was autherized in the United Kingdom In the
arca ol process wechnology. atention is being locused on ways to reduce the velume of wasme
hy-products and alse to translorm them, wherever possible, into uselul materal An example
was the announcement. in Decemben ol the development ol a new plasima-are weehnology o
recvele aluminum dross inte dluminum and other reusable materials

Capita] investment in the year rose 1o 5147 bilhon rom the level of $676 million in 1988,
Waork continues on the Later phases ol the Laterriere smeiter and on the long-term expansion
ol our hvdroelecirie capacity 1 British Columbia. A $600-million expansion and upgrading
program Is under way in our North American rolling svstem. including the expansion ol the
rolling complex in Logan County, Kentucky, which Alcan owns joimiy with Adantic Richlicld
Company. The additional capacuy at Logan. which cffectively doubtes the present level will
essentially all be available ro Alcan. In the area of recycling, the investment in plants m the LS.
and the LK mdicates the importance Alean attaches o reevelmg as a source of metal. as well
as a contrtburor to the improvement of the environment We are also making substantial
capital investments w update and expand our preduction capacity inmany of our
downstream businesses. which are an increasingh imporiant contributor 1o our carnings.

Managing modernization and expansion programs. at the same time as handling
Huctuaunyg patterns of demand. is 2 great challenge to everyone in our Company. On hehalf ol
the Directors, § would like wo express appreciation for the unstnted effort and conmitment ol
all Alcan employvees during the year

I July, David Culver, Chainman and Chief Lxecuuve Officer. retved after 40 years with
the Company and 10 years as its CEO. David Culver's contribution w the Company's
achievements has been signal and unigue; the tibute paid to hinat the last Annual Meeting

has been sent to every shareholder Thor Suchoversky, Vice President. Research and



David Morton {left), Chairman
and Chief Exccutive Officer. and
Jacques Bougie, President and

Chief Operating Officer

Technology, also retired in August from the Company and the Board after 37 years ol service.

A constant theme ol his wide-ranging management career with Alcan was a devoton to the
achievernent of technological excellence; Alcan’s technological strength today is a testament
to his perseverance and success,

Allan Gotlieb, until recently Canadian Ambassador to the United States, was elected a
director at the Annual Meetng in April. In July. Jacques Bougie became President and Chief
Operating Officer and was appeinted a director. Dr. Peter Pearse, professor of lorestry at the
University of British Columbia. was appointed a director in August.

In December, the Company adopted a shareholder rights plan. Sharcholders will be asked

to approve the continuation of the plan at the next Annual Meeting, The overall objective of
this plan is to achieve full and (air value for all sharcholders in a variety of possible take-over
situations, should these ever arise, hy encouraging the route either of a permitted bid. which
requires that the bid meet certain standavds of faimess. or a bid approved by your Board ol
Directors.

Looking to 1990, although there are some signs of weakness in the market at the beginning
of the year, the fundamentals appear t be sound. However, we may face some short-term
turbulence. 1f this happens. the leanness and flexibility we have built up in earlier years will be

in place to respond 1o the challenge.

- T

e

David Morton
Chatrman and Chief Executive Officer

February 8. 1990




CORPORATE RESPONSIBILITY IN ACTION

What is corporate responsibiing?

There are as inany answers as there are human interests. Like beaury, it lies in the eve of
the beholder. and like heaury its standards change with me. But if there is one constant in
the shifting views of corperate responsibility. it is humanity. Both the cominunity and the
company which serves it are each a collection ol human needs and concerns. 1t is the extent
to which the company addresses those needs and concerns that measures s corporate
responsibility

Corporations, like individuals, are responsible [or their actions For an industrial
company. the need lor raw materials and the nature of manulacturing processes inevitably
allect the physical environment. Further, equipinent that meets all environmental reguire-
ments at the time it is installed may be made prematurely obsolete by changing cnvironmental
concerns. driven by nising public expectations. Solving the problem lies at the heart ot the
concept of “sustainable development,” and Alcan is commited to helping make this concept
a workable prepoesition to meet environmental expectations.

tn Quebec alone, $2.5 billion is being spent over 30 vears on a program that began n the
mid-1980s 1o replace Alean’s Soderberg-type smelters. The result. of which the inival stage
came on stream at the end ol 1989, will be new smelters with state-ol-the-art environmental
protection equipment as well as improved production efficiency. n the same area. the
Company has undertuken major resteration and conservation work on the banks ol the
1.057-square-kilometre Lake Saint-Jean. for the lasting benelit of lakefront dwellers. lishermen
and boating enthusiasts. In its important bauxite operations in Jamaica and Brazil. Alcan has
restored and recultivated the land used lor mining, In Jamaica. Alcan has wained local larmers

in land and livestock management and participated in schemes 1o breed specialty high-vield

dairy cattle on that same land. In Malaysia. fand mined lor bauxite 1s also reclaimed and is The Nunter Valley boasts somy of
now dedicated 1o sheep and duck farming. In the Hunter Valley in New South Wales. some of RS ERds AL

. . . . . . . . also home ta Alcan's Kurrt Kurn
the best wines in Australia are grown in sight of Alcan’s Kurr Kurri sinelter. In British

(”HJ‘HIIIHI’I sme if('f StHee fh('

Columbia, Alcan is an enthusiastic supporier of the fish conservation programs in the rivers siielieisppening in 1969, iz

that form part of its major hydroelectnic project. Wherever Alcan operates, a concern lor the Company has worked constantly

community and a partnership with local people is the keynote of 1ts activites. @ safeguard the surrounding envi-

. . . - ronment. Its success i1s evident i
Aliied to the protection of the environment is the conservation of resources. and recycling

Prd the continued excellent

of materials meets both needs. There can be few. il any, industrial materials inore valuable 1o quality of the

the recycling community than aluminum. Every time it is recycled - and used aluminuin region’s wines.
cans can be reprocessed direcily back into sheet for new cans — it requires onlv five per
cent of the energy originally uvsed to create it Its value drives the waste recovery svsiems
and makes viable the recovery ol other recyclable marerials such as glass boules and
newsprint [rom househeld waste. To meet growing waste disposal concerns and the need
for energy conscrvation. recyclability is becoming a growing imperative in industrial
products The day rmay come when alurminuim. with its high recvelable value, will be “leased”

rather than sold, as aluminum preducts come bacl for recveling at the end of their useful life. .



A [n Oswego, New York, a 25-acre
nature reserve, developed on the
grounds of an Alcan rolling mill,
was recently opened to the public.
The reserve offers a one-mile
walking trail and picnic areas in

a setting of wonds and wetlands.

P Depleted mining sites in couniries
such as Brazil, Jamaica and
Malaysia are recultivated by Alcan
and either reforested or dedicated
to agnicuiture. in Jamarca, Alcun
trawns tenant farmers in land and
lvestock management and aids in
the breeding of dairy cattle on

restored land.




Alcan has just doubled its recycling capacity in the U.S., and, in Canada, it was one of the
founders of a fast-growing houschoid waste recovery program. In England, the Company is
building a dedicated can recycling plant and is playing an acrive role in a joint European
tecycling inianve with other aluminum producers. [t is committed not only to help reduce
the community’s solid waste problem by can recycling bur alse to help design improved
recyclability into aluminum products and improve their overal] recovery. This will, at the same
time, provide an additional low capital cost source of metal for Alcan’s own needs - a clear
case of doing well by doing good.

But corporate responsibility 1s not limited wo a company's products and processes. It
reaches out 10 support the community on which it depends. It does so in many ways - by
involvement in community projects, by support of education. the arts, health care and
wellare. As governments become less interventionist, a growing responsibility {ails on
corporations, as well as individuals, 1o pick up the slack in supporting those activities that

touch the spirit of sociery.

In numerous countries, Alcan

promotes aluminum recycling ini-
tiatives, be they curbside recycling
schemes such as Ontario’s “blue
box" multimaterial recycling
program (1op) or the collection
of used beverage cans by school-

children in Italy (above).

I
v



A Alcan’s nterest in preserving
socieny’s architectural hentage is
evident in countries such as ltaly
where the Company aids in the

restoration of historical buildings

B I Ouro Prewo. Brazil, Alcan has
taken on the task of restoring and
preserving (wo aging churches and
aL\D ﬁ[(PPnF"h researd ;T nto pn’)’('ﬂ'—

ing the many soapsionc monuments




cra S m

Through its subsidiaries and related companies. Alcan is active i many such endeavours
v the mare than 20 countries in which it operates. From the restoration of architectural
masterpieces in ltaly and Brazil, to the endowment ol a chair in sustainable development ar the
University ef the West Indies, front an Tnternational Jazz Festival m Montreal to support of
research for the preservation ol the Great Barrier Reef in Australia. or the establishment of an
cccupational health centre shared with the community ol Alupuram. India, Alcan is a
welcome and active partner in the countries in which it operates. Some of 1s activities come
close to home — particularly these allecting us emplovees - such as supporting education and
edical facilities. Others represent a return to the community on the resources —
physical and social - [ron which the Company draws its hivelihood. In all
cases, it is a dermenstration ol Alcan’s long-held beliel thatitis in striking
the right balance between all its stakeholders that true corporate

responsibility lies

Alean s a strong supporter of
cultural acivines in many of the
communies m \l.‘“l"h {3 {]p('rﬂf[‘.\.
In Montreal, the Company funds
argamzations such as L Opéra de
Maontreal (above) and les Grands
Ballets canadiens and is a key
spansor of the city's renowned

International Jazz Festival



Av pard of i endrdyoun s 1o suppart

e communii ;\Jnu‘i SPONSOrS d

mobile aris-paric pation program

m Vancewver, ( anada Arn
! mbrella s Nan Co helps
brghten the hves of Children m
wner-any schaels by introducmg

them o the richey of the stvual are

REANIINW O OPFRATIONS

Mumimum demand contnued te gros i 1989 bui the rate of gros th =losed

e latter part ol the vear Winle resennes moveased 10 =9 0 vilhion compared to

58 0 billion i 1988, lower ingot prices resuramed the Company = abilinn to recovey

mereased coais ol mgot and fabvicated produces Tamimes v 855 milhon ahinough

down 10% from 1988 s record Tevel stllvepresented o healiby 18 7% retusn on

sharcholders cquiis

Phe <lafiing emphasis of the husmess i iavor of higheo sadne added producr.

was evidenced By oa 3% increase m fabrweated aliomim shopmenes This was

Aachieved m part by aoquisitions i the extrusion bwlding products leil conser=ion

and packaging businesses Inaddition new business development started 1o show

cnconraging resulis capeeially i ihe ransporianen tield

Cohn A

Prolits from Canadian operadons
declined 10 5368 million. principally
reflecting lower smelter margins. Primary
producten. at 1035 thousand ronnes (ko
represented 63% of Alcan’s total primary
producnon. Threc-quarters ol this was
exported 1o the Company's fabricating opera-
tions and third party custemers, principally
in the United States. Total shipments o
customers in Canada were 265 ki compared
o 273 ki in 1988
Vil

A gradual decline during the year m
ingot selling prices. coupled with a continued
increase i raw marersd and other production
costs. resulted i reduced marging compared
1o 1988

An exceptionally dry summer left
Alcan’s reservair system in Quebec abnor-
mally low by early fall. thereby limuing the
ability o generate hydroclectricny Tor the
simelting process. This sitwation forced the
(',mnpan)‘ ro [El]((' d ﬂLllnh(‘l' Oj’ Measures
secure power avatlabiluy for the winter
These measures included the use of owside
power as well as the restricted start-up ol the
initial phase ot the new Laterriere smelter and
the accelerated shutdown of one Soderberg
potline at the Arvida smeler

I 1989 1he Company continued 10
THPTOVE 115 SCHAce o 1ngot prodlly[s CUs-
tomers The Alcan Modular Insulated Mould
(AMIM Y echnelogy reached an advanced
stage of conumercialization ata number of
the Company’s smelters. The maturing ot
this technology has resulied in the atammeni
of higher levels of quahny m extrusion hillet
Beuer coordination of logistics throughout
the smelter system lrom receipt ol ovder
through shipment. resulted ina 35%
improvement m delivery performance o
Alcan Group custemers with conseguem
ill\'GﬂlUr}' I'('dLl(HOﬂ.,

Consnruction work continued on new
casung centres thar will add 270 thovsand
tonnes per vear (REy) e sheer ingot capacuy
over the next two years in the Company s
Laterriére smelter in Quebec and its Karimau
siclier in British Columa,

During the vear two new ice-strength-
encd bulld cargo ships were purchased which.
wegether with unproved handling and storage
fzailities ar Port Allred. Quebee. will peri
the year-round shipping of bauxite and alu-
mmna to the Quebec relinery and smelier
SysIe,

Red-mud stackimg has been introduced
at the Vaudreuil alumina yelinery in Quebec,
Developed at Alcan s Jamarcan aluring
rehinenes. this icchnology offers considerable
covironmental benefits over tradimonal red-
mud disposal methods

The two major capital projects - the
Farerrtere simelter and the Kemano hvdro-
elecie expansion in Bnnsh Columbia — are
buth proceeding smoothly and on trget. The
new simelier will progressively replace aging



soderberg polines at Anada Woerks with
environmentally deaner and more energy-
clticient capacity: The first such replacement
occurred with the start-up of the iniual phase
of Laterriere. This took place on December 1
1982 on time and on budger. although out-
put was restricted w 40% of capacity in light
of the need 1o conserve water rescrves over
the winrer These two investments will help
cnsare Alcan remams among the lowest-cost,
envirerumentally responsible aluminum pro-
ducers well into the next century,
Fabnmcaling

Alcan’s {abricating operations in Canada
are responding to the challenges and oppor-
tunities presented by the Canada/US Free
‘Trade Agreement with improvements 1o
product quality and customer service while
maintaining cost-competitiveness. For
example. the Company has strengthened
iz market leacdership in household foil and
semi-rigid {oil contamers in Canada. having
mercased sales by 10% through continaed
emphasis on customer service. With the
acquisiiion of Hunter Douglas Canada Lim-
ited. a manulacturer and distributor of build-
ing products. and conscquent rationalization
of production [acilivies, Alean has also con-
solidated s Ieadership in aluminum building
products

The Company continues to work closely
with the US, and Canadian autemobile
mdustry in the developing marker for cast
alurmupum engine components. In 1989,
within two years ol the automortive castings
division’s weeption, it completed the
automation ol three production lines and
received Ferd Motor Company’s covered
QI Preferved Quality Award

Aluminum beverage can usage in
Canada conunued w increase. alongside the
growing curbside collection and recycling
pregrams [or aluiminuim cans in Ontario
and elsewhere

CNTTUID STATES

Aluminum shipments to ULS. customers
were 883 ki compared 10 893 ktin 1988,
with a 14% increase in [ahricated products
shipments oflset by lower ingot sales. Growth
in LS alnminum demand slowed in 1985,
most notably in the constraction and auto-
motive markets. Profits from operations in
the Us were $15 million against $101 million
i 1988, reflecting lower ingot volunes and
MArgins.

Fabricating

The Relled Products division conunued
to eutpace the annual rate of growth of the
North American aluminum industry. achies-
inga 7% tncrease in shipments. The Com-
pany’s perlormance was particularly strong
in beverage can sheet. where Alcan increased
its market penetration substantially,

Alcan’s program of (ocusing its North
Amcrican rolling mills w specialize i
selected products has made the Company a
leading low-cost producer ol guahty rolled
products i the markets i seives, Avthe same
tme. major emphasis is being placed on
Alcan’s "Firstin Quahiny™ program. which
stresses emplovee involvement i quahity
planning. improvement. awareness and
commitment at each step in the customer-
supplier chain

Alcan’s commitment to feadership and
low-cost excellener in rolled products was
underscored by major mvesument projects
Aninvesnment of $173 milhon will be made
over the next three vears to upgrade and
modernize the Oswego, New York. sheet
rolling null. At Terre Faute, Indiana. an $83-
milhion pragram is under way providing new
wide forl lacquering and continuous anneal-
ing facilities. A (urther $280 million will he
invested to expand the Logan Aluminum Inc
rolling mill, 40%-owned by Alcart. at Russell-
ville. Kentucky. This expansion. which will
clfectively double the capacity
ol the plant. will be almost entirely
financed by Alcan who will marker
the addittonal production.

Alcan dlso cccupies signilicant

Vinanereasing proporion of Alcan's
e wtles are mn the form of value-

added products such as the extrusion

market positions in the U5 in resi-

dential and commercial building prod-
ucts. cable. powders and pigments. foil
products and metal disuibution. Alcan
continues to be the leading supplier ol

aluminum germvice cable and huilding
wire and, durinyg the year announced
the construction of a new aluminum cable
plant in Roseburg. Oregon. scheduled for
completion early in 1991,

During 1989, Alcan acquired Jarl Exiru-
sions Ine.. a qualiny aluminum extruder with
plants m Flizabethton, Tennessce. and
Franklin, New Hampshire In its {irst year
under Alcain ownership. it has achieved

Vean s oamafy

hilier «own here
developed casting technology allows
the producton of thinchelled hillet
that offers qualits and productiviiy
henefits 1o both Afcan and its hillet

TR AT

an encouraging 24% increase in sales.



Lleernial wire and cable produce

manufactured of aluminum., com-
biie good conductvaty with hghr
waght. Aluminum wire is also used
in applications such as welding
wire. nvets and zippers. Alcan’s
principal wire and cable operations
arcin Canada. the United King-
dom. Brazil and the United States,
wath a new plant now under con

Siruciron an Ulfg()l)

Jaguar's excitiug new X) 2200 will
be the first producnon car 10 use
Alcan's Aluminum-Structured
Vehicle Technology. ASVT allows
the cost-compertitive production

of energy-saving aluminum
automolive bodies on convenrnonal
production lines. This technology
has the potential to open ap

a large new market fin

aluminum.

Alcan-Toyo America, Inc.. effectively
39 9%-owned by Alcan, is a joint venture. at
Joliet, Hlinois. with Toyo Aluminium K.K. ol
Japan. It commissioned a new state-of-the-art
atomized powder plant in Deceinber that
provides the necessary capacity to maintain
leadership in aerospace propulsion as well as
to supply aluminum powder to new and
developing markets.

Tarco, a 50%-owned joint venrure
lormed in 1984 with Thrall Car Manufactur-
ing Company. had a breakthrough year
Protorype aluminum rail cars for ransporting
coal have amassed over 8 million trouble-free
kilometres, and. by the end ol 1989, Tarco
had recerved in excess of $100 million of
orders. This new market for aluminum [ooks
very promising for the 1990s and beyond.

The announcement, in December. that
Jaguar is putling inie production its X]220
supercar using Alcan’s Aluminum-Structured
Vehicle Technology (ASVT) is a significant
pointer towards the wider use of zluminum
structures by the automotive industry. ASVT
provides equal structural performance at sig-
nificantly reduced weight compared 1o steel,
while offering greater corrosion resistance,
improved (uel economy and [ewer emissions
as well as economical recyclability at the end
ol the vehicle's lile.

Swielting

Alcan alse produces primary and
recycled aluminum in the U.S. The Sebrec,
Kentucky, smelter produced 177 kt of primary
metal in 1989, and the recycling plant at
Grecnisboro, Georgia, cast 70 ki of sheer
ingot

Late in 1989, a 109 ki/y used beverage
can recyeling plant. the world's largest, was
commissioned at Berea, Kentucky. effectively
doubling Alcan’s North American can recy-
cling capacity.

LURQPI
Europe experienced a vear of remarkable
change in 1989. As well as continued progress
towards the European Community's single
muarket, there were dramatic political changes
in Eastern Europe. While no one can predict
the effect of these latter changes. the
" “Furope 19927 measures will
undoubtedly be a stimulus to the
economy ol Western Eurcpe
Looking 1o the short term. a
continuation ol steady economic
wrowth is expected.

Alcan’s Burepean acuvities include alu-
mina refining, smelting and the manulacture
ol semi-finished and linished goods. Net
income was 73 million. compared 10 $120
million in 1988, the decline being due to
pressure on (abricated product prices cou-
pled with higher costs. At 6C3 ke, shipments
ro European customers, largely of fabricated
products. were in line with those of 1988,

Investment continued during the yearin
modernizing and upgrading the Company's
rolling facilities as part of its Curopean rolling
strategy
Germany

Alcan’s German operations in sheet, foil,
foil products and automotive castings bene-
fited [rom the continued strength of the
domestic cconomy as well as growing
exports. Demand [rom transportacion and
bullding markets remains buoyant.

All plants operated ar tull capacity in
1989, and the rolled products and foil prod-
ucts husinesses both improved their strong
market position,

The start-up ol the new {oil mill at Ohle
reinlorces Alcan's position in the European
[o1} market. The new mull s built to the Jatest
environmental standards, including lume
extraction and oil recyching systems.

Other investments under way include
increased lacquering capacily and expansion
ol lithographic sheet production. building on
the Company's technological leadership in
this product.

United Kingdom

The UK. economy, although growing
strongly 1n early 1989, exhibited slower
growth as the year progressed. with a signifi-
cant decline in residential construction and
home umprovement markets. While demand
for many of the Company’s products was {lat,
some sectors, including commercial con-
struction, heverage can stock. acrospace and
specialty chemicals, still exhibied strong
growth The Company is investing in addi-
tional zirconium chemicals capacity that will
come on stream in 1890 1o meet the strong
and growing demand for these products.

Alcan’s Lynemouth and West Highlands
smelters produced 169 kt of primary alu-
minum, most of it in higher value-added
lorms. Secondary cutput (rom Warrngton



and the 30%-owned Bradlord secondary
smelter amoeunred o 30 ki 1n 1689 Alcan
announced the construction at Warringten
of a dedicated used beverage can recyeling
plant, which will have a 50 ke annual capac-
ity This investment will be backed up by the
Company’s programs, already under way, ro
promote, and provide lacilites lor, aluminum
can vollection and recyeling
France

Alcan’s building systems subsidiary.
Technal achicved an 1% increase in sales
revenue i a strong market for building exira-
sions. but margins declined due to higher
metal costs. Improvements to the Toulouse
plant and to logistics have resulied in cus-
romer service levels reaching an all-tume high:
further improvernents will be realized in 1990
with the mcroduction of “just-in-thme™ opera-
Homs mandgeiment

Distributor shipments ol relled products
increased 0%, with strong growth in rans-
portugton and construction markets,
Nl

The lahan cconomy again exhibited
good growth. but there was some slowing
nt the rate of increase ol aluminum demand.

Investment to modernize and expand
rolling facilitics centinued as part ol the
Furopean rolled products strategy. Construe-
non began ona new cold-rolling mill wl Pieve,
wcorperating the most advanced cnviron-
mental protection equipment. Capital invest-
ment 4t the secondary smelter at Borgofranco
was aitned at improving environmental and
working conditons and reducing wasre.

Durmg the year. the Company acquured
asemi-rigid container manufactunng plant
as well as a household loil and packaging
company
Switzerland

In Switzerland, Alcan produces high
quality loil for the packagimg and semi-ngid
container markets. The Jatter marketis sull
growing rapidly and the Company’s modern.
low-cost capacity and technological supre-
macy enable it to maintain a posicon of
market leadership

Ireland

At the 63%-cwned Aughinish Alumina
Limited reflinery. production was adversely
affected by varations in buuxite gquality owt-
side the design limits of the plant. This meant
that maxtmum output could not be achieved
in 1989, but steps are being taken o remedy
this sitation, Following the increase i
capacity from 800 kt/y te 900 ki 'y in 1989,
work commenced on a further capacity
incredse o 1000 kt'y. which will come
on stream 1n J980

PATIN AMLRIC A

Netincome from Latn American
operations was $63 nulhion compared
10 $72 million in 1988 Aluminum
shipments in the region were 114 kr
Brazil

Despite Brazils warbulent eco-
nomic conditions and very high
inflanon. domestic demand for
alwminum grew 4%, with particularly
strong growth seen for rolled and exiroded
products. Alcan increased its sharve ol the
domestic market with labricared shipments
up by 10%

The introduction of the two-picce alu-
minum beverage can 1o the Brazilian marke
late in 1989 is expected to provide a strong
stimulus to demand. Alcan is the only local
producer of beverage can sheet.

The rate of caphal invesument has been
stepped up from the level of recent vears m
order 1o expand capacity and take advantage
ol market opportunitics

The acquisition ol Polipel Embalagens
Ltda.. a major foil converter. has broadened
the Compuny's product range 0 lexible
packaging. placing it in a leading positton
in the Brazilian market lor these products

Mineraciao Rio do Norte S A (MRNDY.
24%-owned by Alcan, mines bauxite in the
Trombetas region of northern Brazil It had
a successful year, with producuon of over
6 milhon tennes and improved carnings. As
well as lollowing its long-standing policy ol
rclorestanion, MRN has inveated $80 million
N a pioneering move 1o return all mud
tailings to the excavanon pir. thus assuring
mimimum ecological impact
drgenting

Veiry high inBavon and unemploviment
made for difficult business conditions in
Argentina, resulting in a large decline m
shipments and a loss for the year The
Company has. through judicious cash
management. emerged [rom this critical
period with 2 sirong balance sheer.

Producing aluminum sheet for
beverage cans demands a high tech-
nalogical and manufacturing profi-
ciency. Alean’s ability (o meel
increasingly strict quality standards
itas been the ey 1o 1Ly success i this
market tn North America and 1s
unlocking opportunities

elsewhere.
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Alcan hus subsidiaries in Australia, New
Zealand. Malaysa. Hong Kong and Thailand.
as well as related companies in India and
fapan. Shipments by conschdated subsidiar-
fes 1o customers i this veglon were 348 ki
Earnings from operations in the Pacific region
were again strong, at $162 million against
$176 mullion the previous year. Asian alu-
minum demand continued w be buoyant.
supported by strong ceonomic growth. In
contrast. some weakening of demand was
apparent in Australia
Austraing

Alean Australia Limited 15 73 3%-owned
by Alcan and engages in smelting and labri-
cating activities in Australia and New Zealand
The Kurri Kurn smelier encountered some
operanng difficuliies and produced just
below s rated capacity ol 150 kv, The
downsiream husinesses operated close to
capacity, with weaker overall demand offser
hy increased market share in rolled products.
extrusions and foundry mgot. Profitabibiy.
however, was altected by lower marging on
ingot sales.

Upgrading of volling faciluics will be
completed carly in 1990, which will reduce
unit costs as well as extend the company s
capabilities. Construction is under way on
two new process-scrap remeles, with z otal
capacity of 7Q ki/v, which will recyele pur-
chased as well as sell-generated serap

Queensland Alumina Limued. 21 49%-
owned by Alcan. and the world's largest
alumina plant produced nearly 3 million
tonnes n 1989 and commenced work
ona 0% increase in capacity.

Japan

Alcan’s participation in Japan 1s through
1ts interest in two related companies. Nippen
Light Metal Company Lre (NIMYand Toyo
Aluminium K K (Tovyal).

The Japanese economy continued to
exhibit steady growth. and aluminun
demand increased approximately 4% in
1989 with the ransporiation and capital
goods sectors particularly strong

NLAM's revenue grosvth conunued inits
fabricated products, alununa chemnicals and
foundry ingot businesses. The retum 1o
profitability scen last vear was maintained
in 1989 The Company’s cquity ownership
in NIM was reduced 10 46 1% ar the end of
1989, through the exercise of exchange rights
attached 1o Alcan’s Lurodollar exchangeable
debentures.

Toyal. owned 49.9% by Alcan, again
performed well with increased sales volume,
revenue and profits over 1988, The company
is a leading producer of alummum loil. pasre
and powders,
hidi

Indian Aluminium Company. Limited.
39 6%-owned by Alcan. marked its Golden
Jubtlee year with record sales revenue and
carnings. Faveurable marker conditions and
strong export sales resulted ina 60% revenue
increase and a 53% return on equity

OATER ARLEAS
jebmdicd

Alcan’s 93%-owned alumina relinerics
N Jamaica mmcreased thelr capacity during
the year from 8600 ki/yv 10 930 kt/y lollowing
the complction of addivonal red-mud dry
stacking lacilives. Further alumina capacity
increases are planned for 1990,
Goiney

AL D3 8%-owned Compagnie des
Bauxites de Guinde, record production
ol over 1L million tonnes of bauxiie was
achieved

Alcan increased 1ts holding in Frialco,
an mtegrated bausxate mine and 600 ki/y
alwmina reflinery in Guinea. lrem 10% 1o
20% This proportionarcly mereased the
Company's share ol producuon effective

January 19490



MANAGEMENT’S DISCUSSION & ANALYSIS

PRIMARY ALUMINUM MARKET

Following two excepuonal years of
growth, the rate ol increase in primary alu-
minum demand eased in 1989 in response
10 the slower puce of activity in the major
economies ol the world. The supply and
demand situation in the primary market
relaxed from the exireme tightness of 1988
and remained in reasonable balance for
most of the year

Western World shipiments ol primary
aluminum grew by 2% re 13.9 million tonnes
(MU in 1989, This growth. however. did not
ocewr unilormly around the world. In the
United States. the single largest market lor
aluminuim. econemic growth slowed and
domestc demand lor aluminum products
declined below that ol the previous year. In
Japan and inmost of the European Commu-
iy, the econemies continued to grow. albeit
at slower rates than in 1988, Aluminum
shipments in these areas shared the slower
growth ol the economies at large.

During the year. Western World alu-
minum production continued to rise. increas-
ing by 4.4% to 14.1 Me. In the first hall of the
year simelter operating rates rose to over
100% of nomnal capacity. This level of
activity proved hard 1o maintain, however,
as alumina supply probleins and damage
caused by Hurricane Hugo curtailed some
aluminum production in the United States.
Atvear-end. the industry was still operating
at approximately 98% of capaciry.

With operating rites continuing at his-
worically high levels. future increases in pro-
duction will have to come [rom new smelter
start-ups. To the end of 1991, planned capac-
ity increases are expected to add a little over
2% per year 1o existing world capacity. After
1901, the siuation is less clear as there arc
presenmiy many smelter projects under dis-
cussion that could add substantially o world
capacity.

As production ran ahead of shipmenis
lor the lirst time in four vears. it resulted 1n
some bullding of inventories 1n the hands of
producers and commodity exchange ware-
houses. By year-cnd. nventories reached
3.4 Mt an increase of 200 ki [rom the end
of 1988. Despite the increase. inventory ton-
nage at Lhe end of 1589 only represented
12 weeks supply. a very low level [or the
indusery

The easing ol the supply. demand bal-
ance during the year caused spot aluminum
prices 1o decline from the high levels evident
in 1988, International spot aluminum prices
averaged 51,950 per tonne (1) 1n 19809, 25%
less than the average price in the previous
year.

The aluminum indusiry hegins 1990 in
refatively good shape [nventories are low.
operating rates high and there i: livle new
capacity commng on stream. While economic
cenditions [or 1990 are uncertain. the alu-
minum market should. nevertheless. remain
reasonably halanced over the next nwo years.

PRINCIPAL END-USE MARKLETS
Contwmers and packaging

Alcan’s worldwide sales 1o this market
continued to increase in 1989, rising 15%
above the prier year's level, Much of the gain
came from the U.S. where shipments of
beverage can sheet exhibited strong growth
In Lurope. and cspecially the United Kingdom
the Company fully partcipated in the expan-
sion of the foil and beverage can markets.
Sales also rose strongly in Brazil due to the
acquisivon of a packaging company. Alcan’s
Brazilian operanons are now supplying sheet
10 the first manulacturer in that country of
all-aluminum beverage cans,

Buildmg and construction:

Sales to this marker rose 6.7% 1m 1989,
spurred by healthy construction markets in
Brazil and Continental Europe and the acqui-
sition of Hunter Douglas Canada Limited.
Construction markets in North America con-
tinued to be weak and the Company under-
ook a rationalization of its product lines.
resulting in reduced sales of Tower margin
products.
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1989 FABRIC ATID AND

NONALUMINUM AL IS BY MARKL |

millions of 753

[ransportation

Sales yose 16, 7% with increases connng
from opcrations in Furope. North America
and Brazil The Company mcreased its sales
acrass the range of avtomanye products it
produces such as prstons and other castings.
{insteck and tuck body sheet. Alcan’s
Lurepean operations increased sales o the
derespace indusuy
lectrical

Sales were up 2.5% in 1989 with North
America accounting for approximately 70%
of the total sales to this marker While L
sales rose margimally, Canadian sales dropped
with the completion ol several major trans-
mission line projects by provinciad power
utilives. In Brazil, despite reduced invesiment
by utilities. Alcan’s operations in the country
achieved a maodest increase in sales
Other uses

sales revenues in this category inereased
6.1%. Higher alumina and bauxite sales
rellecied improved price vealizauons on the
sales of these products. This was partially
allzser by Jower sales of those products sold
through distributors that cannot readily be
allocated to specific end-use markets.
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RESULTS (- OPERATIONS

Alcan reported net income lor 1989 of
5835 millien. down lrom the record high
level of 931 million reached in 1988, but still
almost double the 1987 evel of $4733 milhon

Net income for the vear included net
non-eperating gattts of $68 million: A gan
ot 381 millien after tax resulting from the
exchange of $105 million of the Company’s
Eurodollar exchangeable debentures for
shares of Nippon Light Metal Company. Lud
arelated company m fapan, was offset by
the S12-million write-dowy of certain
INvestments

[he Company s iverage retuin on equity
[or the vear declined 10 18 7% {from 23.5% m
1U88. but remained well above the 11.9%
return actueved in 1987,

The weakening price environment
for aluwminun during 1989 precluded the
Company from recovering increased costs
and resulicd in lower carnings fer the year

101989 the U s dollar was generally
stronger against Furopean currencies than
i 1988 This had the eflect of reducing the
reported profits from operations in burope
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Operatmg revenucs and other mcome

Total

sales and operating revenues rose 10
58 8 hillion from $8.5 billion in 1988, on
virtually identical shipment levels. Sales and
operating revenues in 1987 were $6.8 hilhon
The 1989 increasc in revenues reflected
higher average realizations for fabncared
products and a greater concentration of these
products in the sales mix.

Cost ol sales and operating expenses
were $6.7 billion compared o $6.1 billion
in 1988 and $3 .1 hillion in 1987. The 10%
increase 1n 1989 reflected the shilt in the sales
mix towards higher cost fabricated products
and higher costs of labour and raw materials.

Selling. administrative and gencral
expenses rose 14% to $600 million. The rise
reflected additional costs from new busi-
nesses acquired and normal wage increases
These expenses rose 17% in 1988 and 10%
in 1987.
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Interest costs, including amounts capital-
ized, were S180 million versus $150 million
in 1988 and $183 mullien in 1987. The charge
against income, however. decreased 1 1989
with 28% of inrerest casts capitalized com-
pared 10 9% and 3% in 1988 and 1987
respectively. reflecung the increased level
ol capial spending

Research and developinent expenditures
increased 1o 5136 million [rom $132 million
in 1988 and %93 million in 1987. The major-
iy of the expenditures were directed wwards
Alcan’s ongoing programs (o improve pro-
cess technology and product quality. with the
balance allocared 10 the development of new
applications [or aluminum. Spending in 1990
is expected to reach $145 million.

The effecuve mncome tax rate [or the year
declined 1o 32% from 37% n 1988. The drep
in the effective rawe rellected lower siatutory
tax rates in Canada. Australia and the United
States. In addition. a higher proportion of
income in 1989 was trom capital gains that
are waxed at lower rates than operating
income. In 1987. the ellective 1ax rate
was 36%.

1o
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PRINCIPAL PRODICTS

Shipments ol aluminum in all forms
were 2,260 ktin 1989 compared 10 2.278 ki
m 1988 and 2,197 krin 1987. Fabricated
products, however, accounted for a greater
pereentage ol shipments, rising o 67% of
the total 1n 1989 [rom 64% over the previous
WO years.

Consolidated aluminum preduction
during the vear rose to 1.643 kt as the Com-
pany’s smelters operated al higher rates In
1989, Alcan’s average smelter operating rate
was G8% compared 0 96% and 94% in 1988
and 1987 respectively

During 1989. Alcan's total purchases
ol aluminum were 718 kt. which included
630 kt ol ingot and scrap purchased at
market-related prices. Total purchases
were 716 krin 1988 and 393 ki in 1987

Aluminum inventories ar year-end were
539 ki which was 39 kt higher than at the
end of the previous vear This level of inven-
tory represented approximately 13 weeks'
supply.

Ingot producis

Third party shipments of ingot products
fell 89 kito 743 ktin 1989 as u greater
percentage of the metal produced was used in
[hc Company’s labricating operations. Over

7% of ingot shipments were in the lorm of
highcr value-added products, such as sheet
ingot. extrusion billet and loundry alloys.
compared 10 47% in 1688,

Average realizations on the sale of ingot
products fell 7% from $2.219 t10 $2.070/¢.
The deciine reflected the wealker marker price
[or primary aluminum.

Gross margins lell 34% to $499/1.
reflecting lower sales realizations and highe
costs. Cost increases stemmed {rom the rising
cost ol certain raw matcrials. such as caustic
soda and coke.

Fabncaied products

Shipments of fabricated products rose
from 1.446 kt in 1988 ro 1.318 kr in 1989
reflecting the buoyant market for most
ol the Company’s products during the year.
together with increased penetration of certain
SCCLors.

With labricated product prices remain-
ing lairly stable during (he year average sales
realizations in 1989 ar $3.837/1 were 3%
higher than in the previous year Higher
costs, however. resulted tn gross margins
[alling by 9% 10 $707 1.

Cther products

Sales vevenues ol other products
increased 17.6% reflecting higher prices for
stainless stecl. nickel and specialty chemicals
as well as inercased shipments ol vinyl prod-
ucts 1o building and construction markets.
Operaiing revenies

Revenues were $260 nullien compared
to 5254 million in 1988 and 5251 million in
1987 These revenues are principally gener-
ated [rom aluminum wlling and the sale of
clecrric power te third parties
Other income

Income [rom other sources was $208
million in 1989 compared 1o 597 milhon in
1988 and $8! million in 1987 The mcrease
m 1989 was primarily due 1o S101 million of
pre-1ax gains realized when holders of some
of the Company’s Lurodollar exchangeable
cebentures exchanged them for shares held
in Nippon Light Metal Company. Lid. a
related company i Japan. The balance of the
other income is denved largely {rom mterest
revenue.

LIQUIDITY AN CAPITAL RESOURCES

Cash generated by eperations continued
at a healthy level in 1989, although somewhal
lower than the record level setin the prior
year Tor the 12 monihs, cash gencration was
$970 vullion compared to $1.370 millicn in
1988 and $879 million in 1987,

The Company’s strong cash poesition
allowed 11 (o increase its capital investment
program. repurchase some of its common
shares and inciease the guarterly dividend to
common shareholders.

Atthe end o 1989, the ratio of wial
borrowings to equily was unchanged [rom
the previous vearat 26:74 At the end ol 1987,
the ratio was 27:73



In February 1989, Alcan raised its quar-
terly dividend to 28 cents per common share.
For the vear, total dividends were $1.12 per
share which equated to approximately a
5% yield based on the average price of the
Company’s common shares for that period.
Dividends on common shares were 59 cenuts
in 1988 and 39 cents in 1987, All per-share
amounts reflect the three-lor-two share split
ol May 1986,

Investments:

Capital spending wtalled $1,466 miilion
in 1989, up signilicantly [rom the $676 mil-
lion recorded in 1988 and the $415 million
in 1987.

About one-half of the 1689 expenditure
was for major projects, which included the
continuation ol the Laterriére smelter project
in Quebec, the completion of a beverage can
recycling centre in the United States; the start
of the Kemano hvdroelectric expansion proj-
ect in British Columbia; and the upgrade ol
the Eurcpean and North American rolled
products operations.

Also included in 1989 spending were
the acquisitions ol Hunter Douglas Canada
Limited. Jarl Extrusions Inc. in the U.S.A.,
and Polipel Embalagens Lida. in Brazil.

In 1960, net capital investment is
expecied to reach $1.0 billicn as work centin-
ues on major projects, such as Kemane and
Laternére. The Company will also undertake
the expansicn of the Logan County, Kentucky,
sheet rolling lacilities at a total cost of $280
million.

Financing:

During the year, the Company pur-
chased 1.6 million of irs common shares on
the open marker under “normal course issuer
bids™ In 1988, the Company purchased
10.3 million shares under similar bids. These
purchases incteased eamjngs per share
Alcan has regulatery approval unal Octo-
ber 26, 1990, to purchase up to an additional
142 million shares.

In June, Alean listed its common shares
on the Tokyo Stock Exchange, giving the
Company access 1o the Japanese capital mar-
ket. With the listing, Alcan's shares are now
listed on all the major stock exchanges ol
the world.

In July, the Company made a public
olfering of $150 million of 9-5/8% Sinking
[und debentures, due in 2019. The proceeds
of the issue were for general corporate pur-
poses, including relinancings and capial
expenditures.

Alcan redeemed all of its ourstanding
15-3/4% Eurodollar debentures and 14-1/4%
notes. both due in 1992, The total amount
redeemed was 3175 million.

In January, 1990, the Company made a
public offering in the United States of $100
million of 9-1/2% Debentures, due in 2010.
The debentures are redeemable at the Com-
pany’s option starting in the year 2000,

These financing activities have resulied
in longer average maturity of the Company’s
debt and lower interest costs,

Term credit lines with banks were
mcreased to $1,091 million during the year,
[rom $844 million in 1988. At the end ol the
year, only $367 million of these lines of credit
were being used.

In summary, Alcan continues [o generate
substantial lunds from operarions The Com-
pany's strong [inancial condition allows
access to additional external financing as
required. Management believes that these
[inancial resources are sufficient to meet
anticipated cash requirements ol operations
and planned capital expenditures.
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RECPQrCGBILEY P ORI s A REPOR]

Alcan’s management 1s responsible for the mtegnity and lair presentation ol the linancial
statements and other mnfermation in the Annual Report The financial staements have been
prepared in accordance with accounung principles generally accepted in Canada. conforming
m all material respects with those of the Internanional Accounting Standards Comminee
A reconciliwtion with accounting principles generally accepted in the United States 1s also
presented. Financial and operating data elsewhere in the Annual Report are consistent with
those contained in the accompanying financial statemenrs

Alcan’s policy is to maintain systems ol internal accounting and admunsirative contrels of
high quality consistent with reasonable cost. Such systems arc designed 10 provide reasonahle
assurance that the financial informanon is accurate and reliable and that Company assets are
adequatcly accounied forand safeguarded. The Audit Commuttee, which 1s comprised of
divectors who are nor employees. meets regularly with representatives ol Price Waterhouse the
sharcholders” independent anditors. and with members of management. indluding intenial wudn
stalll to satsty themschves that Alean’s pelicy is being followed

The financial starements have been reviewed by the Audit Committee and. together witn the
other required information in this Annual Report, have been approved by the Board of Mirectors
in addition. the ancial statentents have been examined by Price Witerhousc, whose report is

provided helow,

(M CD o e

1876 the Orgamzaton lor beonomic Cooperatton and Development (O1:CD), which
consists of 24 mdustralized countries including Canada, adopled o set of guidelines lor
multinational entemprises The same vear. Alcan exprossed 15 support for and compliance with,
these guidehnes

Alcan welcomed the guidelines as a postive starement ol what 15 good practce for
multinational companies and as part ol a package of declaraiions establishing an acceptable
framewark ol reciprecal rights and respansibilities berween multinational enterprises und host
GOVErNITICILS.

Alcan contnues o support and comply with the OUCD guidelines and the Company's own
statement. " AJean, Its Purpose, Objecuves and Policies™ is consistent with them. The stazement,
tivst published in 1978, was distribured in 11 languages 1o Alcan employees worldwide w
strengthen the awareness of the basic principles and pohcies which have guided the condut
ol Alcan’s business over the years

The statement. s well as the Company’s annual 10-K report. which corains a list ol
signilicaint Alcan Group companies worldwide, is available we shareholders on request.

U DITORS RIPOR!

To the Shareholders of Alcan Aluminium Limited

We have examined the consohidated halance sheet ol Alcan Alwmimwm Limited as ar
December 311989, 1988 and 1887 and the consohdated statements ol income. retamed carnings
and cash lows lor cacly of the vears in the three vear period ended December 3101989 Qur
examinations were made in accordance with generally accepted auditing standavds. and
aceordingly included such 1ests and other procedures as we considered necessary 1 the
circumsiances.

e opimon. these consolidated financial staements present farly the financial position
of thie Company as at December 311989, 1988 and 1987 and the results of its operations and its
cash flows {or each ol the years in the three year period ended December 311989 1n accardance
with generally accepred accounting principles in Canadia applied on a consistent basis.

Montreal. Canada Price Waterhouse
Fehbruane 8, 1990 Chartered Accountants



CONSOLIDATED STATEMENT OF INCOMLI

tmrmelliens of 1SS« Neopn per shars dinonnts.

Tears roaded December 31 1989
Revenues
sales and operating revenues $8,839
Other income (note 12) 208
9,047
Costs and expenses
Cost of sales and operating expenses 6,682
Depreciation 333
Selling. admimstrative and gencral expenses 600
Research and development expenses 136
Interest (note 14) 130
Other expenses 62
7.943
Income before income 1axes and other items 1.104
Income taxes (note 4} 350
Income before other items 754
Lquity income (note 5) 97
Minority interests (16)
Nel income (note 3) $ 835
Dividends on preference shares 21
Net income auributable to common sharebolders 814
Net income per common share (notes I and 9) $ 358
Dividends per common share $ 112

1988

$8.529
o7

8626

6,072
316
525
132
137

91

7273
1353
497
856
97
(22)

s a3
30
901

$ 3.85
$ 059

CONSOUIDATED STATEMENT OF RETAINED FARNINGS

seellions of TS
Neers ~‘im'g‘:j Decembey 3 1089
Retained earnings - beginning of year $2.874
Net income 835
3,709
Premium on purchase of common shares {note 9) 23
Premium on redemption of preference shares -
Dividends — Common 255
- Preference pa
Retained earnings — end of year (note 11) $3.410

1088

$2.282
031

3.213
161
10
138
30

$2.874

1987

56,767
81

6,878

5117
296
447

95
177
113

6.245

633
230

403
39
(9)

5 433
30
397

$ 1.68

5 0.39

1987

$1.977
433

2410

G2
35

$2,282

iy



CONSOLIDANED BALANCE SHEET

i nylions af by

December 30

ASSETS
Current assets
Cash and time deposis
Receivables
Inventories
Aluminum
Raw matcrials
Other supplies

Deferred charges and receivables
Investments (note J3)

Property, plant and equipment
Cost {note 6)
Accumulated depreciation

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities

Payables

Short-term borrowings (principally [rem banks)
Income and other taxes

Debt maturing within one year

Debt not maturing within one year {note 7)
Deferred credits and other liabilities

Deferred income 1axes

Minority interests

Redeemable retractable preference shares (note 8)

Redeemable non-retractable prefereﬁce
shares (note 8)

Common shareholders’ equity
Common shares (note 9)

Rerained eamings (note 1)

Delerred translation adjustments (note 2)

Commitments and contingencies (rote 13)

Total liabilities and shareholders’ equity

Approved by the Board: David Moron, Divector
Allan A, Hodgson. Director

1989

9,098
3,838

5.260

$9,508

$1,327
581
123
64

2,095
1,079
393
1,044
75

203

1,162
3410
38

4,610

$9,508

1688

$ 670
1,403

1.067
290
320

3770
190

7,860
3,580

4.280

$8.613

$1.081
250
255
69
1.655
1.199
362
1.006
73

203

1.147
2.874
88

4,106

58.615

1987

5 463
1.207

94G
253
296
3198
199

298

7,328
3,363

3,965

$7.660

P o9l2
109
58

80
11359
1.336
366
754

[
202

203

1.183
2.282
100

3565

$7.660



CONSOLIDATED STATEMENT OF CASH FLOWS
(in millions of US3)

Years ended December 31 1989 1588 1987
Operating activities
Income before other items $ 754 $ 856 $ 403
Adjustments to determine cash [rom operating activities:
Depreciation 333 316 296
Deferred income taxes 43 254 191
Dividends from related companies 34 25 15
Change in receivables 58 (196) {236)
Change in inventories (182) (199) {39)
Change in payables 246 169 123
Change in income and other taxes payable (132) 197 11
Change in deferred charges, recetvables
and credits (105) 5 3
Changes in operating working capitai due to:
Deferred translation adjustments (14) (37) 135
Acquisitions, disposals and deconsolidations 37 (9 (47)
QOther - net (note 12) ) (LOZ) (11) 24
Cash from operating activities 970 1370 879
Financing activities
New debt 269 225 328
Debt repayments @Ge (209 (43D
a1 16 (103)
Short-term borrowings - net 318 28 (56)
Common shares issued 23 16 11
Common shares purchased for cancellation 3D (213) -
Preference shares issued - - 8
Redemption of preference shares — (213) (36)
Redemption of preferred shares of subsidiary companies (1) (21) -
Drividends - Alcan shareholders (including preference) (276) {168) (128)
- minority interests 9 (6) 3
Cash used for linancing activities 6n  Gen (09
Total cash available before investment activities 903 809 570
Investment activities
Property, plant and equipment (1,273) {660) (409)
Investments o (193) , (13) - 7;____5(3)
(1,466) (676) (415)
Sales of fixed assets and investments 137 33 38
Cash used for investment activiries s AL329)  O41)  O7D)
Effect of exchange rate changes on cash and
_ time deposits B 3 9 9
Increase (Decrease) in cash and time deposits (423) 177 202
Cash of company deconsolidated — — (23)
Cash and fime deposits - beginning of year 670 493 316
Cash and time deposits - end of year o $ 247 $ 670 3 493
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{(in millions of US$)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation

The consolidated financial statements, which are expressed in U.S. dollars, the principal currency
of imernational trade and of Alcan's business, are prepared in accordance with generally accepted
accounting ptinciples in Canada. They include the accounus of all companies more than 50% owned.
Joint ventures, irrespective of percentage of ownership. are included to the extent ol Alcan’s
participation. In addition, consclidated net income includes Alcan's equity in the net income er loss
of companies owned 50% or less where Alcan has significant influence over managernent, and the
invesument in these companies is increased or decreased by Alcan’s share of their undistributed net
income or loss since acquisition. Investments in companies in which Alcan dees net have significant
influence over management are carried al cost less amounts written ofl.

Intercompany items and transactions, including 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 estimared useful
lives of the respective assets.

Certain prior years’ amounts have been reclassified to conform with the 1989 presentation.

Net income per common share is calculated by dividing Net income attributable to common
shareholders by the average number of common shares outstanding (1989: 227.5 million; 1988:
234.2 million; [987: 236.6 million).

2. CURRENCY TRANSLATION AND EXCHANGE ADJUSTMENTS

Gains and losses arising from the translation of foreign currency denominated items are included in
other income/expense, except as described below.

The financial statements of self-sustaining foreign operations are translated into U.S. dollars at
prevailing exchange rates. Differences arising from exchange rate changes are included in the Deferred
translation adjustments (DTA) component of Comimon sharcholders’ equity. I there is a reduction in
the Company’s ownership in the foreign operation, the relevant portion of DTA is recognized in
income at that time.

Gains or losses on forward exchange contracts, which serve to hedge certain idemifiable foreign
currency exposures principally in respect of ongoing Canadian dollar operating costs, are recognized
on maturity and are inciuded in cost of sales and operating expenses.

The following are the amounts recognized in the financial statements:

1989 1988 1987
Translation gains (losses) $ 11 5 (2) $(19)
Deferted translation adjustments: '
Balance ~ beginning of year $ 88 $100 $(33)
Effect of exchange rate changes (45) {16} 129
Amounts realized on investment disposals (5 4 4
Balance ~ end of year $ 38 $ 88 $100
Gains (losses) on forward exchange conracts $ 27 $ 8 $ (©)

Based on rates of exchange at Decermnber 31, 1989, there was an unrealized gain of $83 on outstanding
forward exchange contracts totallimg $1,54 2. These contracls mature over the next three years.



3 DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (GAAP)

Currency translation

Under Canadian GAAP. unrealized exchange gains and losses on translation of long-term monetary
items are deferted and amoruzed over the life of those items, whereas, under U.S. GAAP, such gains
and losses are absorbed in income immediately. Also, under Canadian GAAP, deferred income taxes of
companies using the temporal method are translated at historical exchange rates rather than at current
exchange rates as used under U.S. GAAP.

Tax recovery

Under Canadian GAAP, tax benefits of a purchased subsidiary arising from losses which occurred
prior to acquisition are recorded in income in the year of realization. Under U.S. GAAP, such tax
benefits are recorded in the year of realization as a reduction of the tixed assets of the purchased
subsidiary and are recognized in income through lower depreciation charges over the useful lives of
these fixed assets.

The following table compares Net income as reported with the net income that would have been
reported under U.S. GAAP togetber with the curnulative effect on Retained eamnings and Deferred
translation adjustments,

1989 1988 1987

As u.s. As us. As uUsS.

7 Reported GAAP Reported ~ GAAP  Reported GAAP
Net income

First quarter* $ 269 $ 274 $ 175 $ 161 & 71§ 357

Second quarter* 244 250 243 244 104 113

Third quarter* 180 171 258 200 122 113

Fourth quarter” 1.2 132 255 249 136 130

Net income from continuing,
operations $ 835 $ B27 $ 931 § 914 5 433§ 413

Net income attributable to

common shareholders % Bl4 § 807 % Q01 % 884 % 397 % 377
Netincome per common share ~ $ 358 § 354 $ 385 3§ 378 $168 3159
Retained earnings
End of year 7 $3,410  $3428 $2874 52900 $2,282  $2325
Deferred translation adjustments
End of year ~ $ 38 % (19) 3 88 F 33 3 100 3 46

The difference between Deferred translation adjustments under “As Reported™” and “U.S. GAAP” arises principally from the
different treatment of exchange on long-term debt at January 1, 1983.

*Unaudited

Net income from continuing operations and per common share amounts for the years 1989, 1088
and 1987 are as shown above. Net income {Loss) fromn continuing operations on a U.S. GAAP basis
for the years 1986 and 1985 was $234 and $(199), respectively, compared 10 $251 and $(183).
respectively, as reported. Net income (Loss) from continuing operations per common share ena U.S.
GAAP basis for the years 1986 and 1985 was $0.89, and $(1.04), respectively, compared 1o $0.97 and
$(0.97), respectively, as reported.

No eftect has been provided for the Financial Accounting Standards Board Statement No. 96
concerning Accounting for Income Taxes. The Company intends to adopt Statement No. 96 for U.S.
GAAP reporting commencing January 1, 1992. The impact on 1992 earnings cannot reliably be
estimated at this time and will depend upon tax legislation and exchange rates prevailing at thai time.
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4. INCOME TAXTS

Income before income taxes and other items
Canada
Other countries

Current income 1axes
Canada
Cther countries

Deferred income Laxes
Canada
QCther countries

Income lax provision

1989

$ 658
446

1,104

164
143

307

42
1

43
$ 350

1988

S 756

1,353

138
105

243

149
105

254
S 497

397

1987

$ 353
280

633

.-_}
35

36

124
67

191,

$ 230

The composite ol the applicable statutory corperate income tax rates in Canada is 38.0% (41.4% in
1988 and 45 .4% in 1987). The following is a reconciliation of income taxes calculated at the above

composite statutory rates with the income tax provision:

Income taxes at the composite statutory rate
Increase (Reduction) attributable to:
Invesunent and cther allowances

Exchange translation iters

Reduced rate or tax exempt items

Foreign tax rate differences

Tax rate changes on previously recorded benefits
Other - net

Income tax provision

L1089
$ 420

(39}
2)
(249
(D

C))

$ 350

5 560

(30
(13
(12)
(16)
13
(3

$ 497

The principal items giving rise 1o the deferred portion of the income tax provision are:

Realization of tax benefit carrvovers
Depreciation

Rescarch expense carrvovers
Inventory valuation

Investment and foreign tax credits
Other ~ net

1989

$ 11
69

3
(26)
(9)
(5)

S 43

1988

s 87
63
39
30
17
12

§ 254

logg

1987
$ 287

29
(14)

(1
(i

(2]
§ 230

1987

s 77
61

10

25

$ 191



5. INVESTMENTS

e - 1%39 o l%E!S_w B 1987

Companies accounted for under the equity

method (rote 1) $ 423 $ 352 $ 284

Other investments — at cost, less amounts

_wnwenoft o 2% 23 14
$ 451 3 375 $ 298

The activities of the major equity accounted companies are the procurement and pracessing of raw
materials in Brazil, Australia and Guinea, integrated aluminur operations in Japan and aluminurm
rolling operaticns in Germany. Their combined results of operations and financial position are
summarized below:

O ... L .. . 1987
Results of operations for the year
Revenues $6,234 $5.827 $4.454
Costs and expenses B §634 o 5322 4,182
Incorre before income taxes 600 305 272
Income taxes @ e 2t 0 AW
Netincome § 267 %275 $ 128
Alcan’s share of net income $ 97 $ 97 £ 35
Dividends received by Alcan — 8 M ¥ B 315
Financial position at December 31
Current assets £3,294 $2,788 $2.387
Current liabilities 2985 2665 20068
Working capital 309 123 319
Property, plant and equipment — net 1,950 1.864 1,710
Other assets — net w0 271+ 311
2,539 2.261 2,340
Debt ot maturing Withig One Jear e e 4320 L2H Li2a
Netassets 81209 51050 $ 885
Alcan'sequityinnetasses 5413 3L 8 284
6. PROPERTY, PLANT AND EQUIPMENT, AT COST
o M89 1988 1987
Land, and property rights $ 133 5 114 $ 113
Buildings, machinery and equipment 7,894 7,246 6,933
Construction work in progress LR 500 282
 $9,098 $7.860 $7.328

Capital expenditures, net of disposals, are expected to be abour $1,000 in 1990,
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7. DEBT NOT MATURING WITHIN ONE YEAR

7 _ S 1989 1988 - 1987
Alcan Aluminium Limited
15-3/4% Furodollar dehentures $ - $ 79 3 B89
14-1/4% Notes — 100 100
11-1/49% Debentures, due 1995 100 100 100
9-7/8% Debentures, due 1998 100 100 100
5-3/8% Swiss {ranc bonds, due 2003 (a) 105 105 103
9-5/8% Sinking fund debentures, due 2019 (b) 150 - -
Other debt. due 1990/2001 ] 36 - 48 61
Alcan Aluminum Corporation
9.956% Bank loan, due 1995 25 25 25
Other debt, due 1990/2013 - _ 26 28 _ 27
Alcan Empreendimentos Lida
and subsidiary companies (Brazil)
Bank loans, due 1990/1992 (¢) 15 34 72
O[her@ghl‘ due 1990/19%4 o 7 - ) 26 22 25
British Alcan Aluminium plc and subsidiary companies
Bank loans, due 1990/1997 (£70) (c) 112 156 148
Bank loan, due 1997 {£45) (<) 72 — -
10-3/8% Debentures, due 2011 {£30} 48 54 56
Other debt, due 1990/2001 (£10) _ . 1e 21 _ 25
Alcau Deutschland GmbH and subsidiary companies
7.3% Bank loans, due 1990/1996 (DM103) 61 68 75
Bj‘mk loe_ms, due 1990/1996 (DM??:?_SC) - 33 32 54
Alcan South Pacific Limited and subsidiary companies
Notes payable - - 175
Bank loans and other debt, due 1990/1993 - 1 2 4l
Other companies
Bank loans, due 1990/1998 (c) 82 52 43
5-5/8% Swiss franc bank loan, due 1993 (SFr40) (d) 26 26 31
4% Eurodollar exchangeable debentures, due 2003 (e) 45 150 -
Other dehr, due 1990/2002 o - _ 64 66 64
1,143 1,268 1.416
Debt maturing within one year
included in current liabilities ) 6 69 8m
$1.079 51199 $1.336

(a) These bonds were issued as SFr178 and immediately swapped for $103 at an effective interest rate
0l 8.98%.

(b) Under cerain designated events, the rate of interest must be adjusted or the debentures redeemed
by the Company prior to July 30, 1994 at 103% or may be retracted by the holders at 100%
between July 30, 1994 and July 30, 1999.

{c) Interest rates fluctuate principally with the lender’s prime commercial rate, or the commercial bank
bill rate, or are related to the Londen interbank offered rate.

(d) The debe is treated as a hedge of the Company’s investment in Switzerland and, accordingly. the
exchange gain or loss is allocated 1o the Deferred translation adjustments component of Commen
shareholders' equity.

(e} Debenture holders are entitled to receive at their aption 1,562 common shares held by the
Company in Nippon Light Metal Company, Lid.. a related company, in exchange for each ten
thousand dollar principal amount of debentures.

In January 1990, the Company issued $100 of 9-1/2% debentures due 2010.

Based on rates of exchange a1 year-end. dehi repayment requirements over the next five years amount

10 $64 in 1990, $68in 1991, $76in 1992, $100in 1993 and $77 in 1994,



8. PREFERENCE SHARES

Authorized:

2,000,000 Cumulative Redeemable First Preferred Shares; an unlimited number of Preference Shares
issuable in series; and an unlimited number of Junior Preferred Shares. All shares are without nominal
or par value,

Authorized and Outstanding: Number (in thousands) Stated Value
1989 1988 1987 1989 1988 1987
Redeemable retractable
preference shares
Prelerence, series A (redeemed
during 1988) - — 7747 s — $ — $148
Preference, series B (redeemed
during 1988) - ~ 1840 - - 46
Preference, series F 400 400 400 9 8 8
$ 9 $ 8 $202
Redeemable non-retractable
preference shares
Preference, series C 5,700 5,700 5,700 $106 3106 $106
Preference, series D 1,700 1,700 1,700 43 43 43
Preference, series E 3,000 3000 3,000 54 54 54

o o 5203 5203 5203

Outstanding shares are eligible for quarterly dividends as [ollows:

» Preference, series C and D — An amount related to the average of the Canadian prime interest rates
for Series C and the average of the U.S. prime interest rates for Series D quoted by two major Canadian
banks for stated periods.

= Preference, sertes E - CAN$2 .16 per share per annum up to October 31, 1991 and thereafter at an
amount related to the average of the Canadian prime interes: rates quoted by two major Canadian
hanks for stated periods.

= Preference, series IF - CAN$2.00 per share per annum.

Outstanding shares may be called for redemption at the option of the Company on 30 days' netice

as follows;

= Preference, series C (denominated in Canadian dollars) and D (denominated in U.S. dollars) - At
%25.90 per share during the twelve-month period commencing January 1, 1990 and reducing by $0.30
per share in each of the sncceeding rwelve-month periods until December 31,1997 after which the
shares may be redeemed at $25.00 per share.

* Preference, series E — AtCAN$23 00 per share commencing Qctober 31, 1991,

® Preference, series F — At CAN$25.00 per share commencing March 31, 1992 (retractable at the option
of the holder at CANS$25.00 per share on March 31, 1992).

Any partial redemprion must be made on a pro-rata basis or by lot.
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9. COMMON SHARES

The authorized common share capital is an unlimited number of commeon shares without norminal
or par value. Changes in outstanding common shares are summarized below:

Number {in thousands) Stated Value

. 1989 1988 1987 1989 1988 1987
Ouistanding - beginning of year 227,539 236,964 236,343 $1,147  §1,183 $1172
Purchased for cancellation (1,556) (10,340 - (8) (32) —
Issued for cash :
Executive share option plan 448 452 185 8 7 3
Dividend reinvestment and

share purchase plans 640 463 436 s 9 8
Ou_t.stapd_ing; end qf_ year 227'/,0717””27_2_7_239___ 236,964 _Sl__,l_ﬁl _$_114_7 $1,183

Under the executive share option plan, certain key employees may purchase common shares at a
price not less than 90% of the market value on the effective date of each option. The average price of the
shares covered by the outstanding options is CAN$22.68 per share. These options expire at various
dates during the next 10 years. Changes in shares under option are summarized below:

I B R 1989 1988 1987
Qutstanding - beginning of year 859,411 1,394,379 948,063
Granted 864,000 — 927,000
Exercised {447.957) (452.324) (184,570)
Cancelled (87,419)  (82644)  (296,114)
Oj!'f"a'ldi‘,‘,s,‘,,‘i‘,‘dft’,,fyea[,,,,,,f - 1,188,(_)1_’:_5 _859‘41 1 1,304,379

During 1989, the Company purchased and cancelled 1,555,600 (1988: 10,340,250) of its commeon
shares at a total cost of $31 (1988: $213) and at year end had regulatory approval to purchase an
additional 14,193,400 shares to October 26, 1990.

A three-for-two share split was effected on May 9, 1989. All share and per share amounts have been
restated to reflect retroactively the share split.

Shareholder Rights Plan

The Board of Directors has adopted a Shareholder Rights Plan effective December 14, 1989.
Continuation of the Plan is subject 1o ratification by shareholders at the Annual Meeting on April 26,
1990. Under the Plan, each common share of the Company carries one nght to purchase additional
common shares. Such rights are not currently exercisable but may become so in a variety of
circumstances, the most important of which will arise upon the acquisition by one person, or a related
group, of 20% or more of the Company’s outstanding voting shares. Holders of rights, with the
exception of such person or group, in such circumstances are entitled o purchase from the Company,
upon payment of the exercise price {currently $100.00) such number of additional common shares as
can be purchased for twice the exercise price based on the current inarket value of the Company’s
common shares at the time the nghts become exercisable. Also, in the event of a proposed transaction
such as an amalgamation, all holders of the Company’s common shares have the right to purchase from
that other amalgamating entity, commeon shares of that entity ata 50% discount to market.

The rights expire in 1999, but may be redeemed earlier by the Company for 1 cent per right in
certain events.

The Plan provides a procedure whereby a person making a take-over bid, satisfying certain fairness
tests, and provided such person holds 5% or less of the Company’s voting shares ar the time of the bid,
may request shareholder approval of the bid at a shareholder meeting. If the shareholders, oiher than
such person, approve the bid by a majority of votes cast, the bid will be permitted to proceed without
the rights becoming exercisable.



10. ABATABLE PREFERRED SHARES

Payment terms for assets acquired in January 1985 from Artlantic Richfield Company included
contingent consideration in the form of abatable preferred shares with an initial total nominal value of
$400. Of these, $160 have been ully abated and $40 are expected 10 be fully abated based on 1989
metal prices. The outstanding shares will either qualify for dividend and redemption or be subject 10
abaterment depending upon whether or not Alcan and three other designated aluminum producers
realize certain specified prices for ingot products, ranging from $1.47 per pound in 1990 10 $1.99 per
pound in 1994,

To the extent the shares are not abated, the qualilying amount will be reflected in the financial
staternents and a corresponding amount, together with a cumulative dividend of 9% per annum
payable thereon retroactive to the date of issue (January 18, 1985), will be added to the book value of
the assets acquited and amontized against income over the remaining lives of the fixed assets acquired.
Such qualifying shares are subject to retraction by the holder on January 18, 1997, but may be
redeemed earlier at the option of Alcan.

H. RETAINED EARNINGS

Consolidated retained eamings ar December 31, 1989 include:

= $211 of undistributed earnings of companies accounted for under the equity method;

» 31,725 of undistibuted eamings of subsidiaries, some pan of which may be subject to certain taxes
and other restrictions on distribution to the parent company; no provision is made for such taxes
because these earnings are reinvested in the business.

12. OTHER INCOME

Other income in 1989 includes a gain of $101 resuliing from $105 of the Company’s debentures
being tendered in exchange for shares held by Alcan in Nippon Light Metal Company, Lud. (NLM), a
related company in Japan. As a result of the exchange, Alcan’s holding in NLM was reduced from $0%
10 46.1%. The net gain, alter applicable taxes, has been allocated to the Pacific area in the Informauon
by geographic areas {note 16).

13, COMMITMENTS AND CONTINGENCIES

To ensure long-term supplies of bauxite and access to alumina and fabricating facilives, 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-or-pay” obligations, are
estimated at $15Q in 1990, $153 in 1991, $186 in 1992, $152 in 1993, $152 in 1994 and $324 1herealter.
Toual charges from these related companies were $308 in 1989, $267 in 1988 and $231in 1987.In
addition, there are guarantees for the repayment of approximately $25 of indebtedness by related
companies. Commiurents with third parties tor supplies of other inputs are estimated at $48 in 1990,
$47in 1991, $46 in 1992, $42 in 1993, $41 in 1994 and $391 thereafter. Total fixed charges from these
third parties were $51 in 1989, $33 in 1988 and $41 in 1987.

Minimum rental obligations are estimated at $63 in 1990, $53 in 1991, $44 in 1992, $35 in 1993,
$22 in 1994 and lesser annual amounts thereafter. Total rental expenses amounted to $102 in 1989,
$102in 1988 and $87 in 1987, .

Alcan, in the course of its operations, is subject 1o environmerntal and other claims and lawsuits. The
Company does not believe that these matters will materially impair its operauons or have a material
adverse effect on its financial position,

In addition, see reference to forward exchange contracts in note 2, capital expenditures in note 6, debt
repayments in note 7, prefererce share retractions in note 8, and abatable preferred shares in note 10.
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4. SUPPLEMENTARY INFORMATION

7 - _ 1989 1988 log7
Income statement,

Repairs and maintenance $626 $539 $476
Taxes, other than payroll and income taxes 119 138 127
Interest on long-term debt 124 119 147
Capitalized interest (50} (13) (6)
Statement of cash flows

Interest paid $180 5152 1185
Income 1axes paid 432 37 27

All time deposits qualify as cash equivalents.

15, PENSION PLANS

Alcan and its subsidiaries have established pension plans in the principal countries where they
operate, for the greater part contributory and generally open 1o all employees. Most plans provide
pension benefits that are based on the employee’s highest average eligible compensation during
any consecutive 36-month period before retirement. Plan assets consist primarily of listed stocks
and bonds.

Alcan’s funding policy is to contribute the amount required to provide for benefits attributed to
service to date with projection of salaries to retirement and to amortize unfunded actuarial liabilities
for the most part over periods of 15 years or less.

Pension Cost 7 o - ,#lgfﬁ“ 19§8_ ~ los7
Service cost for the year 4 83 $ 76 5 63
Interest cost on projected benefit obligations 169 153 130
Actual retum on assets {474 (222) (84)

Variance of actual return from expected

leng-tenn rate of 8.3% (8.1% in 1988

and 8.0% in 1987) being deferred, and
~amortization of other gains and losses - 251 22 uin
Net cost for the year $ 29 5 29 ()

The plans’ funded status at December 31 was:

Actuarial accumulated benefit obligatuon,

which is substantially vested $2,119 $1,771 $1,571
Plan assets at market value 2.880 2,468 2,204
Acruarial projected benefit obligation

based on average compensation growth

of 6.2% (6.2% in 1988 and 6.1% in 1987)

and discount rate of 8.0% (8.2% in 1988

and 8.1% in 1987) 2,506 2,080 1,879
Plan assets in excess of projected benefit

obligation 374 388 325
Unamortized actuarial gains — net* (466) (218) (139)
Unamortized prior service cost* 360 134 150
Unamortized portion of actuarial surplus

at January 1, 1986* (249) (301) {329}
Pension asset in balance sheet $ 19 § 3 $ 7

*Being amortized over expecied average remaining scrvice of employees, generally 15 years.



16, INFORMATION BY GEOGRAPHIC AREAS

Location 1989 1988 1987
Sales and operating Canada $2,553 $2,104 $1,380
revenues to United States 408 167 143
subsidiaries Latin America 35 61 17
Europe 210 205 49
Pacific 96 87 4
All ather 355 314 113
Sub-total 3,657 2,068 1,706
Consolidation eliminations (3,657) (2,968) (1,706)
Total $ — $ - 8 -
Sales and operating Canada $1,265 $1,220 $ 909
revenues to third United States 3,073 2,967 2,181
parties Larin America 523 416 407
Europe 2.878 2,756 2.285
Pacific 989 1.074 920
All other 111 90 95
Total $8,839 %8.529 $6.797

Sales to subsidiary companies are made at a fair market price recognizing volume,
continuity of supply and other factors.

Net income Canada $ 368 $ 453 $ 227
United States 15 101 27
Latin America 63 72 58
Europe 73 120 61
Pacific {note 12) 243 176 32
All other 79 64 56
Consolidation eliminations (6) (55) (28)
Total $ 835 $ 931 $ 433
Total assels Canada $3,509 $3,160 $2,936
at December 31 United States 1,545 1,448 1,145
Latin America 814 724 728
Europe 2,819 2,716 2,366
Pacific 1,000 1,009 831
All other 637 673 383
Consolidation eliminations (816) (1,125) (729)
Total $9,508 38615 $7,660
Capital expenditures  Canada $ 782 $ 97 5 144
United States 259 106 48
Latin Amcrica 89 32 26
Europe 216 201 149
Pacific 36 31 42
All other 84 o 6
Total $1,466 $ 676 $ 415
Average number of Canada 16 15 15
employees United States 7 7 7
(int thousands) Latin America 9 g 9
Europe 18 18 18
Pacific 5 5 12
All other 2 2 2

Total 57 56 63

1987 includes the employees of Indian Aluminium Company, Limited.
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QUARTERLY FINANCIAL DATA

(in millions of USS)

{unaudited) First
1989
Revenues $2.306
Cost of sales and operating expenses 1.628
Depreciation 81
Income taxes 128
Other items 200
Net income $ 269
Dividends on preference shares (3)
WNet income atiributable to common

shareholders 264
Net income per common share (in USS) $ 116
1988
Revenues $1,969
Cost of sales and operating expenses 1.440
Depreciation 76
Income taxcs B4
Other items 104
Net income $ 173
Diwvidends on preference shares (9)
Net income attributable to common

shareholders 160
Net income per common share (in 1753} S 0.70
1987
Revenues $1.340
Cost of sales and operating expenses 1,183
Depreciation 72
Income taxes 249
Other items 185
Net incomce s 71
Dividends on preference shares {9
Netincome attributable 10 commen

sharcholders 62
Nel income per common share (in USS) $ 0.20

s 244

Second

$2,396
1,729
80

123
220

(5

239
5 1.03

$2218
1.572
74

130
199

S 243
)]

234

§ 099

$1716
1,289
74

64

185

$ 104
(9}

93

S 040 3% 048

Third

$2,207

$

$

)

5

)

g

$

1.676
85

73
193

180

(3)

175
0.77

2.185

1.495

21

133

198

258
(8)

250
1.07

1,728

1,273

73

62

198

122
(9

113

Faurth

$2,138

$

$

1,649
87
26

234

142

(6)

136
0.60

$2,254

1.565
85
130
219

5 255

®

H

251
1.09

$1,894

$

$

1,372

77

75

234

136
{9

127
0.54

Year

$9,047
6,682
333
350
847

$ 835
(21

814
$ 3.38

$8.626
6.072
3le
497
810

5 931

(30)

901
$ 3.85

56,878
5117
296
230
802

§ 433

(36)

367
$ 1.68

Net income per common share caleulations are bused on the average rumber of commaon shares outstanding i cach peried.



AN ELEVEN-YEAR SUMMARY

CONSOLIDATED INCOME STATEMENT ITEMS
(in millions of USS)

CONSOLIDATED BALANCE SHEET ITEMS
(in millions of USS)

PER COMMON SHARE
(in US$)

OPERATING DATA

(in thousands of tonnes)

OTHER STATISTICS

*All net income figures include the after-tax impact of unusual charges, such as special charges and rationalization expenses of $252 m;llion ($1.13 per common share) in

Revenues

Sales and operating revenues
Other income

Total revenues

Costs and expenses
Cost of sales and operating expenses
Depreciation

Selling, administrative and general expenses
Research and development expenses
Interest

Special charges and rationalization expenses
Other expenses

Income taxes

Minority interests
Equity income
*Net income (Loss) from continuing operations
Extraordinary gain
*Net income (Loss)
Preference dividends

*Net income (Loss) attributable to common shareholders

Working capital

Property, plant and equipment - net
Total assets

Long-term debt

Deferred income taxes

Preference shares

Common shareholders’ equity

*Net income (Loss) from continuing operations
*Net income (Loss)

Dividends paid

Common shareholders’ equity

Market price - NYSE close

Consolidated aluminum shipments
Ingot and ingot products

Fabricated products

Total aluminum shipments

Consolidated pﬁmary aluminum production

Consolidated aluminum purchases

Consolidated aluminum inventories (end of year)
Primary aluminum capacity

Consolidated subsidiaries

Total consolidated subsidiaries and related companies

Cash from operating activities (in millions of USS)
Capital expenditures (in millions of USS)

Ratio of total borrowings to equity (%)

Average number of employees (in thousands)
Common shareholders (in thousands at end of year)
Common shares outstanding (in millions at end of year)
Registered in Canada (%)

Registered in the United States (%)

Registered in other countries (%)

Return on average common shareholders’ equity (%)

1985, and the gains and losses from the disposal of various assets and investments.

All per share amounts reflect the three-for-two share split on May 9, 1989.
See note 3 to the financial statements for U.S. GAAP information.

34

350
(16)

835
835

814
1,376
5,260
9,508
1,079
1,044

212
4,610

3.58
3.58
1.12
20.30
22,88

(22-)‘ -

97
931

931

901

2115

4,280
8,615
1,199
1,006
211
4,109
385
3.85
0.59
18.06
21.75

832
1,446
2,278

1619
716
480
1,680
1,831
1370

26:74

6,797
81
6,878

5117
296
447

95
177
113
230

1986

5,956
100
6,056

4,635
276
406

77
202
52
160

(2)
5
251
26
277

33
244

1,660
3,949
7,118
1,366

554

421
3,116

0.97
1.09
0.35
13.18
12.55

731
1,388
2,119

1,641
489
579

1,841

1,905
725

35

1,841
1,905

586
597
37:63
70

59
225
46

49

-~ ©

1984

5,467
109
5,576

4,228
250
393

244

38
151

(5)

247
37
284

253

1,488
3,600
6,690
1,350

562

405
2916

0.98
1.15
0.53
13.07
12.78

577
1,213
1,790

1,560
496
708

1983

5,208

5.305

4,185

1982

4,644

4,709

3,818
221
362

234

30
)]

(46)
(45)

(45)
(58)

1,361
3,701
6,632
1,749

535

340
2511

(0.31)
(0.31)
0.60
13.10
12.39

1981

4,978

5,053

3,801
202
365

48
186

22
142

(5
(4)
278

278
264
1,486
3,267
6,339
1,589
564

139
2,631

1.44
1.44
0.80
14.15
10.22

510
1,037
1,547

1,395
425
666

1,483
1,987

240
974
41:59
67

47
188
48

45

10

1980

5,215

5,264

3,669
162
319

107

23
393

(16)
554

554
12
542

1,373
2,441
5,470
930
514
140
2,463

2.98
2.98
0.60
13.53
14.78

533
1,055
1,588

1,302
450
485

1,426
1,930

675
752
30:70
66

37
182
39

24

1979

4.390

4,450

3,236
149
284

34
114

14
211

(18)
27

417
21

438

427

1.275
1,915
4,490
796
397
155
2,030

2.23
235
047
11.15
10.42

496
1,036
1,532

1,063



DIRECTORS

Sonjal. Bata, O.C!
Director of Bata Limited, Toronto

Laurent Beaudoin, C.C.
Chairman and Chie{ Executive
Oflicer of Bombardier Inc.,
Montreal

W. R. C. Blundell !

Chatrman and Chicf Execurtive
Officer of General Electnic
Canada Inc . Toronte

Jacques Bougie
President and Chiefl Operating,
Officer, Montreal

Warren Chippindale, EC.A2
Director ol various companies.
Montreal

Dr. John R. Evans, C.C3
Chairman of Allelix
Biopharmaceuticals Inc.. Toronto

Dr. Lawrence E, Fouraker *
Director and trustee of various
organizations, Boston

Allan E, Gotlieb, C.C.2
Former Ambassador of Canada
to the United States, Toronto

Allan A. Hodgson
Vice President and Chiel
Financial Officer, Montreal

David Morton ?
Chatrman and Chief Executive
Oflficer. Montreal

]. E. Newall ?

Chairman and Chicl
Executive Olficer ol Du Pont
Canada inc., Toronto

The Hon. John L. Nichol, 0.C2
President of a private investment
company, Yancouver

Dr. Peter H. Pearse, C.M.!

Prefessor of [orestry at University

of British Columbia, Vancouver

OFFICERS

David Moerton

Chairman and Chief Executive
Officer

Jacques Bougie

President and Chief Operating
Oflicer

Jefl'W. Edington

Vice President. Research and
Technology

Allan A. Hodgson

Vice President and Chiel
Financial Oflicer

John W, Kelly, M.D.

Vice President, Environment,
Occupational Health and Safery

Michael C. d'E. Miller
Vice President, Corporate Alfairs

Owen M. Ness
Vice President, Personnel

P. K. Pal
Vice President, Chiel Legal
Olficer and Secretary

Maurice D. Taylor
Treasurer

Suresh Thadhani
Controller

The Rt. Hon. Lord Peytan of Yeovil *

Director of various companics.
Lendon

The Hon. Jean-Marie Poitras, 0.C.!

Direcror of various companics,

Quebee City

George Russell, CBE.?
Chairman of Marley plc.,
Kent, England

I Member of Audit Commitice

2 Chairman of Audit Commiltee
*Member of Personnel Comimittee

* Chairman of Persgnnel Committee

PRINCIPAL OPERATING
EXECUTIVES

Stephen R. Brown

President, Alcan Rolled Products
Company (Canada and USA ),
Cleveland, Ohio

Gerald Clark
Executive Dircctor, Raw Matcrials.
Montreal

S. Bruce Heister
President, Alcan Pacilic Limited,
Tokyo

Roger ). Maggs
President, Metal Marketing
and Recycling, Montreal

Douglas M. Ritchie

Managing Dircctor and Chiel
Execuuive Officer, British Ajcan
Aluminium pic,

Chalfont Park, England

E. Ian Rugeroni
President. Alcan Enterprises
(Canadaand US. A, Montreal

Everaldo N. Santos

President and Chiel Executive
Olficer. Alcan Aluminio do
Brasil S.A | Sao Paule

Frangois Senécal-Tremblay
President and Chiel Executive
Ollicer, Alcan Smelters and
Chemicals Lirmited.

Montreal

Timothy C. Tuft

President, Alcan Aluminum
Corporation

Cambridyge, Massachusets

Reinhold Wagner
President and Chicl Executive

Officer, Alcan Deutschland Gmbii,

Eschbom, West Germany
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SHAREHOLDER INFORMATION

COMMON SHARES

The principal markets for trading in the common shares are the New York and
Toronto stock exchanges. The common shares are also traded on the Montreal, Vancouver,
Midwest, Pacific, London, Paris, Brussels, Amsterdam, Frank{urt, Basel, Geneva, Lausanne,
Zurich and Tokyo 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 Monrreal, Toronte and Vancouver stock
exchanges. The transfer agent for the preference shares is The Royal Trust Company.

DIVIDENDS AND PRICES PER COMMON SHARE

Dividend* Price*
1989 NYSE — US$** TSE - CANS**
Quarter Uss High Low Close High Low Close
First 0.280 24 20Ve 21V 28V, 24 25
Second 0.280 227 20¥4 21% 27¥s 24%4 26
Third 0.280 25V 21%s 23 29V2 25%% 267
Fourth 0.280 24Vs 21 227 28% 24V 262
Year 1.120
1988
Quarter High Low Close High Low Close
First 0.120 20V 1574 18v4 26 20V 22%s
Second 0.120 22V 17V 21%s 27 21%s 26Ys
Third 0.147 22Va 18%4 19%s 26¥4 23 23%s
Fourth 0.200 217 19% 21¥4 26Vs 23¥s 26
Year 0.587

* Amounts reflect the three-for-two commen share split of May 9, 19589.
**The sharc prices are those reported as New York Stock Exchange — Consolidated Trading and repeorted by the Toronte
Stock Exchange.

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 known as the Dividend Reinvestinent Plan and the Share
Purchase Plan. For information, contact Alcan Shareholder Services at the address below.

10-K REPORT

A copy of the Company’s annual 10-K report for 1989, 1o be filed with the Securities
and Exchange Commission in the United States, will be available to shareholders after
April 1 and may be obtained from Alcan Shareholder Services at the address below.

HEAD OFFICE
1188 Sherbrooke Street West, Montreal, Quebec, Canada H3A 3G2
Telephone: (514) 848-8000 Telecopier: (514) 848-8115/8116

Alcan Aluminium Limited é |
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