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COVER

The cover illustrates the theme of this report,
which is performance improvement through
employee involvemenl. Please see page 8.

ANNUAL MEETING

The Annual Meeting ol the holders of common
shares o Alcan Alumimum Litmited will

be held en Thursday, Apnl 28, 1994,

The meettng will take place at 10:00 am.

in the Ballreom ol Le Centre Sheraton Momreal
at 1201 Rene-lévesgue Boulevard West,
Montreal. Quebee, Canada.

NVERSION FRANCAISE

Pour obtenir la versien frangaise de ce rapport,
veuillez éerire aux Services aux actionnaires
dont l'adresse figure a la page 49.

®

This report is printed on recycded paper using
vegetable-based tnks,

COMPANY PROIILL

Alcan Aluminium Limited, a Canadian corporation. is the parent company
of a multinational industrial group engaged in all aspects ol the aluminum
business. Through subsidiaries and related companies around the world.
the activinies ol the Alcan Group include bauxite mining, alumina relining,

aluminum smelting, manulfacturing, sales and recycling. Some 44,000 people

are directly emploved by the Company, with thousands more emploved in
its related companies.

In the 92 years since it was established, Alcan has developed a umique
combination ol competinive strengths, with low-cost, owned hydroelectricity
in Canada, proprietary process technology and international diversilication.
Today, Alcan is one ol the world’s largest aluminum companies. The word ALCAN
and the Alcan symbol are registered trademarks in more than 100 countries and
are synonymous with aluminum the world over.

The Alcan Group is a multicultural and mulilingual enterprise refiecting
the diltering corperate and social characteristics of the many countries in which
it operates. Within a universal [ramework of policies and objectives, individual
subsidiaries conduct their operations with a large measure of autenomy.

Alcan Aluminium Limited has approximately 27.700 registered holders
ol its common shares and 2,100 registered helders of its preference shares widelv

disiributed internationally, with the majority in North America.

Further information en Alcan and 1ts acuivinies 1s contamed m varous company publicatons,
available by writing to the address shown on page 49,

TLRMS

A “subsidiary” is & company contralled

by Alcan. A “related company™ is one in
which Alean has signilicant influence over
management but owns 30% or less of the
vating stock.

The word "Company” relers 1o Alean
Alwmimum Linnted and, where appheable,
one or more conselidated subsidiancs.

The "Alcan Group” refers o Alcan
Alummium Limited. ws subsidianes and relaed
companics.

In this report. unless staled otherwase,
all dollar amounts are stated in Unned States
dollars and all quantitics in metric tons,
or tonnes. A tonne is 1,000 kilograms,
or 2.204.6 pounds.

The lollowing abbrevianons are used:

Al per wnne

ki thousand wmnes

kify thousand tonnes per year
Mio million tonnes

Mi/y million tonnes per year
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) _ HIGHLIGHTS CF 1983
« Aluminum exports [rom the Commonwealth of Independent States aceclerated in 1993, causing
world inventories Lo nise even more stecply.
* The deteriorating oversupply situation led to a lurther fall in prices for both ingot and [abricated
products. Alcans sales and operating revenues declined by $364 million despite record volumes.
* Alcan continued 10 reduce costs aggressively. Reporied costs [ell by $387 million, of which
$240 milltion was due e cost reduction programs.
* The Company bettered its cash neutrality target and succeeded in reducing debt. The ratio of
borrowings to equity was unchanged at 37:03.
1663 1992 1991
FINANCIAL DATA - o S o
(b imillions of USS, except per conmpon share amouy)
Sales and operating revenues 7,232 7.596 7748
Net income (1oss) (104) () (36)
Return (743 on average commaon sharcholders” cquity (3 (3 (1
Total assets (i year-cnd} 9.810 10,146 JORTG
Capital expenditures 370 474 880
Ratio of total borrowings 1o cquity {at year-cnd) 37:63 37.03 3763
Per common share (in USS)
Nelincome (l..oss) (0.54) (0.60) (023
Dividends (.30 0.45 .86
Commoen sharcholders” equuy (at year-cnd) 18.28 19.06 2117
OPERATING DATA
(in thousands of onnes)
Fahricated product shipments® 1,051 1,303 1478
Ingot product shipments 887 870 ROG
rimary aluminum produciion 1,631 1612 1,683
Sccondary/recycled aluminum production 439 362 304
" Inchudes products fabricated rem customer-owned metal
moward TnEst '?‘-rf:.'y

of Mar. o

'MAR 2 31994

Anninal 43
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ALCAN"S BUSFNESSIESEATEEAMGITAINECE

Raw Materials

Recent Events

* Following the successful trial run of Alcan’s new technology
for alumina extraction at a related company in Japan, the
equipment was relocated to the Alcan operation in Jamaica.
This will allow the plant to process difficult grades of hauxite
more efficiently. The process saves energy and materials
and reduces production costs.

Metal Supply

Recent Events
s A benchmarking study revealed that the Grande-Baie smelter in

Quebee has the best overall operating efficiency in the world
for P-155 pots.

As part of the benchmarking study updated in 1993, Alcan’s smelters
are, an average, at world class levels in terms of potlining life.

Alcan has developed a process to treat spent potlining from its
smelters, potenually eliminaung all hazardous waste by recyching
the chemicals and solids and recovering them as non-toxic,
usable materials.

ALCAN"S BUSINESSES AT A GLAMNCE
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POST-CONSUMER
SCRAP

Fabricated and Non-Aluminum Products

Recent Events

8 A 300 kiy roiling expansion at the Logan plant in Kentucky
was commussioned in July 1993, The new three-stand cold mull
contains a control technology and a coolani/lubrication system
developed by Alcan over the past five years.

& Many Alcan Group operations have carned the prestigious

Geneva-based International Standards Organization
(150 9000 sertes) quality assurance standard.

Customers and Markets
Recent Events

Alcan continued to work on a major program with several
automotive manufacturers on sheet, castings, forging, and
extrusion applications. The principal companies using Alcan’s
materials and technology are Ford, Honda and Nissan.

Due to aluminum’s recyclability, as well as Alcan’s acuvities

in UBC recycling, a major U.K. soft drink manufacturer switched
to the aluminum beverage can.

* Also includes purchased ingot.

+* Excluding fabrication of
customer-owned metal.

% Excluding related companics.




MESSAGE TO SHAREHOLDERS

he loss of $104 million

for the year fails

to reflect the success

of Alcan’s continuing
cost reduction programs, which
contributed the major part of the
reduction in reported costs of
$387 million between 1992 and
1993, The Company’s challenging
cash neutrality target for 1993
was achieved, debt was reduced
and the debt-equity ratio maintained
at a stable 37:63.

Meeting
the Challenge

Faced with a deterioraling aluminum price situation through 1993, the Company
continued to cul costs and conserve cash by all prudent means, while stiil
improving performance and without sacrificing long-term growth strategies.
These measuves continued the excellent recnrd of cost reduction achieved

in recent years. Cost savings directly attributable to the Company’s own actions
have been abeut $500 million in the past 1wo years; additional cost reductions
have come from other factors, such as exchange rate movemenis. Details of cost
savings in 1993 are given in the Financial Review. However, sales revenues have
fallen heavily and in 1993 are $1,5 billion lower than in 1990, on slightly higher
sales volumes. This is a measure of the damage being done to earnings by

the impact ol the Commonwealth of Independent States (C1S) exports.

THE WORLD ALUMINUM PICTURE

Growth in aluminum exports from the CIS accelerated in 1993, pushing up
world inventories still further, resuliing in a fall in prices to record low levels in
real terms. CIS exponts in 1993 were more than five times the level of 1990,

In light ef the persistent over-supply situation, Alean cut 1ts preduction
in January 1994 by 156,000 1onnes per year, which, taken together with earlier
production cuts, means that il is currently operating at only 85% ol its worldwide
capacity.

Inter-governmental meetings were held at the end ol 1993 and in January
1994 0 study this damaging miernational trade sitnation for aluminum.
Any outcome from these meetings will enly become apparent during the
coming months.

On a more positive note, the continuing growth in world aluminum demand
since 1990, despite a multi-country recession, reflects the fundamemtal
attractiveness of aluminum in its many end uses, underpinning the optimistic

outlook [or the industry’s long-term future.

CAPITAL EXPENDITURE REDUCED

As part of the Company's cash constraint programs, capital expendiwure was
cut to $370 million from $474 million in 1992. This figure includes continued
expenditure on lwao strategic investments in rolling capacity, one in the United
States, where the expansion at the Logan plant in Kentucky was completed

in 1993, and the other at the Norl plant in Germany: Both of these rolling mill



Left: David Morton,

Chairman of the Board

Right: Jacques Bougie,

President and Chief Executive Oficer

MESSAGE TC SHAREHOLDERS

investiments, which wogether add 30% to the Company s rolling capacity, are

aimed at long-term growih markets worldwide. Overall capital expenditure
in 1994 is planned o be reduced lurther to about $300 million.

in British Columbia, the Kemano Completion Project, in which about
$500 million had alveady been invesied when werk was halted on the project

in June 1991, remains suspended in conditions of continuing uncertainty.

Details of this unsatisfactory situation are given on page 24 of this report.

PERFORMANCE 1S BUILT BY PEOPLE

The improvements m Alcan’s all-round operating performance recorded in
1993 follow cqually impressive achicvements i recent years, Together they
reflect a remarkable and sustained effort on the part of our employees, working
individually or in teams, to meet the challenges that we lace. Some ol the
achicvements that lie behindd the overall vesult, ogether with the individuals who
made them possible, are illustrated on pages 8 to 13, On behall of the Beard

of Directors, we would like 1o express our appreciation and gravude Lo all
cmployees, atall levels, lor their efforts. Together, they are building a more
eflective company, under very diflicult conditions.

Alter 11 years as Chiel Financial Officer, and a director since 1987,
Allan A. Hodgsen decided 1o seck dilterent challenges and resigned as Divector
and Vice President of the Company in November. On hehall of the Board,
we would like to express our thanks for his contribution, which has left Alcan
linancially sound and stalfed with an excellent financial management tean.

Laurent Beaudoin decided not 1o seck re-clection o the Board at the
Annual Meeting ol Shareholders in April 1693 A divector since 1987, his wise
counsel throughout that period has been highly valued.

We must also record, with deep regret. the death, in August 1993,
of Douglas M. Ritchie, Chairman and CECQ ol British Alcan. His death, at the age
ol 32, was a great loss to British Alcan and 1o Alcan Aluminium Limited as

a whoele.



MESSAGE

TO SHAREHOLDERS

ALCAN LOOKS TO THE FUTURE

The performance improvements and cost reductions of the past few years have put
the Company onto a leaner and more effective footing. However, by late 1992,

it appeared that what we were doing, successful as it was, might not be sulficient
to restore a satisfactory level of earnings for Alcan. We therelore decided to initiae
a comprehensive “root and branch” study of the aluminum industry and its
future, and of Alcan’s opportunities and challenges within that industry. This
study, which involved an international consulting firm and the full participation
of Alcan’s worldwide senior management, continued through to mid-1993 and
culminated in a two-day Board meeting in July 1993.

The two principal conclusions of the study were encouraging. First,
aluminum is a good and growing business to be in, provided a company has really
low costs. Second, Alcan has what it needs to succeed in a lower-price world, if it
revises some of its prierities. These revised corporate priorities are set out on
the opposite page. Organizational changes 1o implement the revised priorities
were made in November 1993.

To restructure the management and (o reset the priorities of a large
international company involved a time horizon that was too long for a CEQ
who was within one year of retirement. Accordingly, the Board of Directors
accepted David Morton’s proposal that he step down as CEO and appointed
Jacques Bougie Lo the post. David Morton was asked, and agreed, to continue
as Chairman.

Plans for this reshaping are under way and will be implemented in the
months and years ahead. The challenge is a very real one. But what has already
been accomplished in the recent difficult years representis a track record that is
second to none in the industry and one that gives us grounds for confidence as
we Lurn to reshaping our future.

D (e e

David Morton Jacques Bougie

Chairman of the Board President and Chief Executive Officer

Montreal, February 10, 1994



lcan is sciting oul

to reshape its business

so that it can provide an

attractive return (o its
sharcholders in a future that offers
growth in demand, but at lower prices

than in the past

In the past three years, the Company
has successfully carried oul continuing
perfermance improvement and cost
reduction programs. On similar sales
volumes, reported pre-tax costs lor
19093 are 51 bilhon lower than in 1990,
This achicvement reflects the results
of the Company’s own actions as well
as ithe cltecrs of currency movements and
other [actors. However, largely duc o
the impact ol massive and growing exports
from the CIs,sales revenue is lower by
S1.3 hillion. eut-stripping cost reductions.
In 1992, Alcan undertook an intensive
vear-long siudy of the world aluminum
owlook and of Alean’s competitive
position, business by business, which
was concluded in July 1993,
The twe overall conclusions were
a} that aluminuin is a good and growing
busingss 10 he in, provided @ company
is 4 really low-cost producer, and b) that
Alcan has the assers, technology and
market positions to prosperin a lower-
price world, but it needed o revise some
of s prierities in order 1o de so.

KEY PRIORITITS

Five key prientes were idennlicd as

a result of the study:

= Reduce still further Alcan’s already
lew primary smelier costs and bring
raw material costs below the world
average.

= Take advamage ol the 650,000 10nnces
per year ol new state-ol-the-art rolling
capacity coming onstream n Furope

CORPORATE DIRECTION AND

G OA

D ALS

Setting Course
for the Future

and North Americn o exploit growih
markets, particularly beverage can
sheci. packaging, litho sheet and
automotive worldwide.

= Maintain investment only in those
downstream operations that create
value for sharcholders.

» Focus R & D programs on core
processes and products.

= Cominue to reduce overhead costs both
in corporate eflices and business units,

ORGANIZATIONAL STRUCTURL

To locus more elfectively on these prieniy
arcas, Alcan’s management struciure was
reorganized at the end of 1993 essentially
from a geographic 1o a product seclor
hasis.,

Lach sector, led by an exccutive vice
president, is preparing plans 1o implement
the revised priorinies over the coming
months and vears.

The ome exception to the product
secter approach s the Asia/Pacilic region,
where one executive vice president will
remain responsible lor the development
ol Alcan's strategy.

] e e e

Jacgues Bougie {seated centre) discusses
strategy with the six EVPs ({rom left to right)
Robert J. Fox, 5. Bruce Heister, Robert L. Ball,
Claude Chamberland, Reinhold Wagner and
Everaldo N. Santos.

OUTLOOK

Alcan has heen successiully locusing
on reducing costs and performing better
in the businesses that it is in. Now, havin

g
taken a very intensive fook at the world
ahead, and at itsell, Alcan has determined
what changes it needs 1w make 10 succeed
n thae world and s gening on with the

task of making those changes.



PERFORMANCE

lcan hes accelerated its
efforts (o reduce costs
and increase productivity
during the past three
years. Many significant improvements
have alse been made in the areas of
customer service, environment, ecci-
pational health and worker safety.
Such performance improvement will
continuc to be vital in the critical
years ahead.
Employee involvement has been
at the heart of these achicvements.
The following pages tlustrate some
of the hundreds of success stories and
a fow of the people whe made them

nossible.

RAW MATERIALS

Bausue and s relined product. alununa,
are the raw matenals from which alu-
ninunt s mage. The ccononmes of aluming
production are alfected by a complex
range ol factors from the cost of bauxsite,
caustic soda and transporaton through
to depreciation and exchange rates. Sinee
1990, Alcan’s unit production costs

ol alumima have been reduced by 1745
Cenwral we this stceess have been the weam-
worlk, commitment and elfort of many
huwdreds of cmployees.

A Vaudrew! Works i Quebec, unit
preduction costs have decreased by 28%
sinee 199¢ due to acombination of
improved elhowengres, an 1% nercase
m production and fvourable exchange

Tales.

iviPROVENENT

Focus on
Employee Involvement

GROUP ALUMINA PRODUCTION COSTS
PER TONNE
as exoressed in US$, using 1990 as the base year

105

80

ED
1990 1991 1992 1993

Since 1990, Alcan’s unit productian costs

of alumina have been reduced by 17°% due ta
a combination of lower raw materizal costs and
currency exchange rates as well as efficiency
and productivity improvements.

Meanwhile, Vaudrewl emiployees also
mtroduced i novet solution to handle an
cnvironmental problem that was allecting
their conmunity. Employees from

The formation of multifunctional work teams was
a contributing factor in production cost reductions
at Vaudreuil Works in Quebec. Shown in the
photo are maintenance and operations employees,
as well as foremen and technical support
representatives, in the process control room for
the first stage of the alumina refining operation.

mamtenance, techmeal support and engi-
neering developed a mebile sprimkler
systennand @unigue process a0 uses
aypsuin, ay-product from Vaadrewl's
fluoricle plant, to contaiin the dust during
red mud residue stacking,

Sinee 1990, unit alumina costs at the
Aughimsh plant in reland have been cu
by 23, partially due o Tewer taw mate-
il costs and lavourahle exchange rates,
During the sane peried the production
of alumima was inercased by 2295 with-
out any signilicant capital expenditures,
Jargeuing lurther vnprevements i pro-
ductivity the Aughinsh plant recently
achieved a 234% reduction in the number
ol cmployees through a voluntary
redundancy program



Intandem with its cost and productivity
unprovements, Aughinish Alumina has
achieved an imipressive salety record of
L& million work-howrs without a los -time
accident. Incleed. since management and
plant employees set up an ambitious three-
year salety program in 1990, they have
reduced the total number of recordable-
accident cases by 514 and have received
an advanced standing from an imerna-
nonal safety raling organizanon, the 15RS,
Crincal to the suceess of s program
wias the emphasis placed by the plant-
wide Flealh and Safety Comnuiiee on
teamwork, making health and salery par
ol the overall business Largets

AL Alcan Chenneal’s Burnosland plant
in Scotland, producovity and custemer
service have been a central theme simee
1900, Through a combimanon of produc-
o rauenalizaien, Management reorga
mzation and an emphasis on wamworl,
ihis plant achieved a 15% rse i produoe-
vty and mereased on-tme delivery
perlormance [rem 95% e 1990 1o 0aY
i 1993 while almost doubling mventory
turnover. The lormaten of muli-skailled
teams. n which operators ke Wl control
ol thenr tasks [rom processing through
packagimg o shippimg, contrtbuted 1o
these improvements

METAL SUPPLY
stee 1990, Alean smeliers have responded
1 challenging market condinons and
have helped achieve an overall 204
recluction m aluminum production costs
Asin every sector of Alcan busingss activi-
tes, this majer accomplistiment would
have heen impossible withowt the eiforts
ol cmployees

The achiovements at the Beauharnes
and Latermiere plants m Quebec, and at the
Kuri Kuree smelier i Auastealia are repre-
seitative of the henelits al ieamwork
throughout the Group. Sinee 1990, the
Kurri Kurrr smelier has achieved a 50%
reducton n lead tme and a 984 on-time

[ —_ . . IO
Integrated work teams at Alcan Australia’s Kurri
Kurri smelter have been making a difference.
Kurri Kurri's operating eliciency, on-time delivery
performance and better value-added product mix
are impressive - as is the smelter’s safety record!
Since 1890, the smelter shop floor operators and
supervisory staff cooperate in handling most day-
to-day matters. The teams meet together at the
start of every shift.

dehivery performance 1o customers,
increased emplovee productivity by
3%, andl secured the interpanienal 150
Q002 acoreduanon for qualiny assurance,
alb with acsimuliancous reduction in
mventonry,

Durmg the same perod, Kurr Karr

I

cmplovees actamed an 38% improvement
m salety performance and, at yvear-end,
achieved 1.2 mulhon work-hours withow
alost-tme acadent, The Kurn Kurm
plamt has alsomproved s envirenmental
petlormance By sigmificantly reducimg

GROUP ALUMINUM PRODUC TION COSTS

PER TONNE

as expressed in USS, using 1990 as the base year
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The impact of exchange rates, lower raw material
and energy costs as well as productivity and
efficiency improvements has enabled the Alcan
Group smelters to achieve an overall 20% reduction
in production costs since 1930,

FERFORMANCE ITMPROVEMENT

I

Thanks to the ingenuity of employees at the
Beauharnois smetter in Quebec, workers no longer
sulfer as often from tendonitis. The team improved
the ergonomics of potroom equipment by
installing adjustable “joy sticks” that reduce
the operators’ arm movements dramatically.

luorde cnssions and chlorime consump-
tion. Underlymg these accomphshments
are close cooperation bepween operaors
and trade wmons, stafl and management,
ard the fermanen ol imtegrated work
teams made up ol shop aoplovees and
<upervisory aall who share responsibiliy
for dav-1o-dav decision-making,

O the other side of the worid,
Beauharnos Works my Quebee not only
mereased small ot producton capacy
By 309 and casting profitabilny by
approsmately 2005, but died so wathow
amy capital expendnures. Instead, a team
ol hourly and sl employees met on




PERFORN_'IANCE

a regular basis for [ive months to design
more ellicient work practices. Oniginally
compased of eight 1o ten members from

the casting sector, the group quickly
expanded to include representatives from
the smelier potlines, lurther improving
the interface between the two sectors,

still at Beauharnois. a signilicant
breakthrough i worker health and worl
efficiency was avained when a small
group ol emiployees, advised by an owside
specialist, pooled their efforts 1o imiprove
the ergonomics of certain equipment that
was causing a high incidence of repetitive
strain injuries. Through systematic consul-
tation with their fellow workers, the tean
[ound a solution that reduced operator
arm movements from 4.000 o 100 per
day.

Al Laterriere Worls in Quebee, waste
hanagement became a major locus in
1991, A I3-member commitiee that was
formed e premaote the Reduice. Reuse und
Reevele prograim has been targeting
mdustrial, sanitary and hazardous waste
throughout the smelier and casting con-
tre. Since 1991 waste has been reduced
by more than hall, and over $2 million
N operating costs have heen saved as 3
direct result of the program. The approach
has new heen adopted by many ather
Alcan plants as a model of cllective waste
management.

IMPROVEMENT

ROLLED PRODUCTS — NORTH AMERICA
While Alcan has rolled products operations
on live conunents. which together account
[or almost 40% ol the Comparny's 1otal
sades. the Jargest rolling operations are
lecated in North America and Curope.
like Alcan’s other businesses, this sector
has heen weathering difficull business
conditions by [ocusing on performance
improvements. In North America, rolled
products operations have ereased
productivity by 17% since 1990,

NORTH AMERICAN ROLLED PRODLICTS
OUTPUT PER EMPLOYEE
using 1990 as the base vear
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Alcan Rolled Products in North America has
significantly increased productivity since its
formation in 7985 by manufacturing more finished
goads {in tonnage shipped annually) with fewer
employees. In the past three years, the increase

in productivity has been 17%.

Enterprising emp.ioyi.!es at the foil laminating plant
in Louisville, Kentucky, worked closely with sup-
pliers to develop new water-based coatings. This
joint effort has reduced annual volatile organic
compound {VOC} emissions which, in 1993, were
just 11% of the total permitted level. The comput-
erized control panels ensure process and product
consistency, part of a unique plant-wide reporting
system.

Al Kingston Works in Ontario, & small
group ol employees had an unpertant
impact on customer satisfacnion when
they developed a unique solution 1w the
industry-wide problem of surlface delccts,
such as arbor marks, on aluminum coils,
Not only wus this nmprovement an
ndustry breakthrough, 1t has all but elimi-
nated customer returns due to arbor
marks and has resulted in increased sales
for the Kingsion plant.

In 1993, Kingston Works alse excelled
m the area ef salety perlormance. Tnan
achievement ence again directly atrib-
utable te emiployee involvement. this plant
set Alcan'’s new North American record for
salety perlormance by attaming 3.5 million
work-hours withoul a lost-time accideni.

At the foul Tanynating plant m Louisville,
Kentucky, on-time delivery perlormance
mereased Prom 9149 in 1990 10 94%
mn 1993 while sales rose by 43%. This
improvement is attributable wo employees
from both the plant and is principal
customer. Coordination hetween Alcan
crplovess and customer representatives

|

At the rolling mill in Kingsten, Ontario, work centre
teams have increased customer satisfaction
through improved work practices, machine and
process upgrades and substantial reduction in
process scrap. One team (shown at left) eliminated
surface defects on aluminum coils. Another team
changed packing methods to eliminate walter
stains during shipment while reducing the cost of
packaging. This kind of team action differentiates
Kingston Works from its competitors.



vecurred through seminars, quality audit
reviews, product specilication proposals
and muroduction of an around-the-clock
response program for problem-selving.
Additienal benefits of this team effort are
better product quality, quicker response
1o problems and a more acute awarencss
ol custemer needs,

The Lowsville, Kentueky, plant has
also heen active in the arca ol environ-
mental performance. During the past
three years, velatile organic compound
(VOICY emissions have heen reduced
by almost 70% as a result of continuced
development and use of environmentally
sound water-based coatngs 1o replace
solvent-hased coatms. This environmental
achievement is all the more notable,
givert the substantial increase in sales
volumes since 1990, VOC cmissions were
also reduced w Alcan's plants in Glasgow,
scotland, and ar Cabramatta in Austraha,

ROLLED PRODUCTS — EUROPE

Adcan is the largest producer of rolled
products in Furope. Like 115 North
American counterpart, Alcan in Lurope
fabricates products such as sheer and
cotl, as well as Toil and foil products,
Lnd-use markets Tor these products range
from packaging, lithographic printing,
tansportation and clectrical applications
through 1o bulding and consiruction.

n. —_ -
Initiatives by the employees at Alcan’s {oil
container plant at Ohle in Germany resulted in
a near doubling of the hourly output of pet food
containers. Improved die-making technology,
higher press speed and more eHicient handling
on the stacking and packaging lines {as shown

in photo!} are some of the benefits of such team
work.

AL Ghle Works in Germany, the
hourly production ol aluminum foil pet-
lood contamers inareased in 1993 as the
result of an inidatve wken by employees
from the dic-making and production
operations. Develepment and implemen-
tation of sophisticated die-making 1ech-
nology, which invelved the replacement

of three-cavity dies by six-cavity dics,

resulted i abmost double the hourly
output ol 1992, This increase in produc-
vity sas complemented by improvements
in press speed and container handling,
which have been an onigoing locus of the
plant lor the past live years.

Teamwork s playimg @ major role n
the performance improvement takang
place at the Glasgow Foil plant in Scotland.
since 1990, productivity has improved by
33% ancl on-time delivery 1o customers has
nereased [rom 835 10 939, Underlying
this success 15 an integrated ianagement
approach, bringing wgether represena-
tives from work contres and hanctional
arcas such as production control. finance,
sales, engineering and quality control,
Quahity improvement methods useel by
the employees include statistical process
control, kaizen (@ Japancse expression
meaning continuous improvement) and
just-in-time inventory. Glasgow Toll was
recently nanmed the best factony in Scotland
in 1993 by Management Today, a leading
business publication in the UK.

PERFORMANCE

IMPROVEMENT

a

At Alcan’s foil plant in Glasgow, Scotland,
employees form teams or “mini-companies” to
focus on a separate product stream and develop
their own strategy to improve customer service
and increase sales. Below a team examines

a printed foil sample from the printing press.

Fmployee imvolvenzent an the Glasgow
plant has also been centributing 1o signil-
icant progress in the arca ol environmemal
perlormance. Since a waste management
committee was formed in 1991 and a
plant-wide Reduce, Rewse and Reeyele pro-
gram introduced, there has been a 500
reduction of waste going to landhill. The
program involved Alcan customers and
suppliers 1o ensure maxinum suceess
and impact.

OTHER FABRICATED PRODUCTS
Besides rolled products, Alean fabricates
extrusions, wire and cable, and castings
for the following principal markets:
building and construction, transporta-
ton, clectrical. as well as machinery and
cquinment. These products represent
approximately 30% of Alcan’s total Tabri-
caling capacity.

AL Alean Consumier Products (ACE)
in the United Kingdom, custemer service
has been a major foecus of the operations
team since 19910 The twoe ACT plans
m Hudderstield and Amersham have
achicved an on-time delivery performagce
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ol above 985, deiwering o retal outlets
not only on the day specihed. butwithin
a particular 30-minute window. The pre-

cise delivery ume 1s siipulated by the
customer at the tme of ordering frequently
allowing only 48 hours’ nouce.

AL Alean’s Pimdamonhangaba plan
i Brazilon-ime dehvery o customers
I the refogeranon components division,

makers of Roli-Bond Y evaporators,
mereased from 839% i 1990 10 96% in
19953, Over the same pernod, customer
returns dimivished from 0955 10 0 2%,
Lhese improvements were achieved despite
extreme {uctuauons i local demand
[rom month o month, The Roll-Bond
Devision also achieved an miernational
milestone when it became one of the first
producers ol its kind in Brazil. possibly
n e world, w receve the 150 9001
certhcation for quality assurance. This
achievement. which is part of a country-
wide eflort by all Alcan plants i Brazil
1o obran [ull certitication by the end

of 1994 strengthens the Company's
competitive position in both local and
micrnanonal markets,

Within the Alcan Group's exirusien
opcrations i 1993, Alcan Australia
achicved the mest noticeable cost redue-
non. An nmpoertant tosl i dentlfying
this performance improvement spportu-
nity was a 1991 internal henchmark
stuedy of 21 planis i eight countrics.

IMPROVEMERNT

- ————
At Alcan’s refrigeration components plant at
Pindamonhangaba in Brazil, customer service
and guality assurance are of prime importance.
Throughout Alcan in Brazil, employees are
targeting the 150 9000 series of accreditation
certificates, an internationally renowned quality
award.

Ihe cost reducnion is attributable o a
marked mmprovement i press recovery,
the tmplementation of better mainte-
nance practices and the mvolvement
ol employecs, who used karzen and other
technigues i meeting their ohjective.

AL Tovo Aluminium KK {Toyal),
48 8%-owned by Alcan, producuvity at
e plant in Gumima, Japan, has increased
by 29% since 1990, This improvement
ol the blister-pack product line, the main
loil packaging operation, was achieved
by three teams of shopfloor employees
who shortened the set-up tmes ol punt-
ing presses and shitmg machines by 234%
andd 1%, respectively, The employees
were supperted by trmimg i kazen,
dantan (shorening ol sct-up tme) and
statistical control. Camma plant employees
also set a new salety record on May 8,
1993, when they achieved cleven consee-
utive years without a lost-1ime accident,

ENVIRONMENT, OCCUPATIONAL
HEALTH AND SATETY

Cest and productvity improvements,

as well as quality customer service, are the
obvieus tndicators ol gains in performance,
but environmental responsibility, occu-
pational health and salety are alse Tunda-
mental 1o good business results, Indeed,
as demonsirated by many ol our sucvess
slorics in the preceding pages. the
Intkage is often very real.

ENVIRONMENT

Alcan’s commitment to the environment
was [irst set out fermally in 1978 1in the
publication, Alcan. Its Purpose, Objectives
and Policies, and reinforced i 1ts
Ervironmental Policy Statement, published
in 1990 Copies of these documents can
e obtained by contacting Alcan as
indicated on page 49.

Various measures have been put in
place to ensure that the requirements of
the Environmental Policy Statement are
ntegrated into the management of Alean
operations.

The first volves Complranee Reviews
that verify, at regular intervals, cach plant’s
envirenmental perlermance agamst legal
requitements, as well as the effectiveness
of management systems 1o [ulfill the
requircments ol the Policy Statemeni
Compliance Reviews also focus on the
development, implementation and follow-
up ol corrective and continuous
improvenent action plans.

In the past two years, over 100
Complianee Reviews have been conducted
worldwide, covering virtually every
sector of Alcant operations. The revicws
enhance environmemial awarencss within
the Group by locusing on management
commitment and employee involvement
in arcas such as energy conservation,
wasle minimization, emergency prepareed-
ness and training,

The second principal measure 15 an
annual Representation Letter, in which
the management ef cach business unit
FePOTLS an s current environmental staus,
identilies changing requirements, risks
and hazards, and owlines environmenial
plans and financizl requirements for that
busincss unit.
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At the Aughinish alumina plant in ireland, safety
is an integral part of overall business targets.
Be it at the dockside or in the relinery, employees
are wofking together to meet their own stringent
safety standards. The resuit is an enviable safety
record [see page 9) achieved in tandem with
impressive cost and productivity improvements.

Finally, Alcan is active in prometing
product stewardship through the use of
life-cyele analyses, which ncerporate the
environmental aspects of manufacturing
processes, consumer usage and product
disposal into the design and development
el products. Product siewardship (osters
close association with suppliers and
Cuslomers, encourages maximum recyela-
bility and recognizes the manufacturer's
respensibility [or ultimate disposal of
the preducts.

The Environment Committee ol
the Board reviews Alcan's environmental
policies and management practices, moni-
tors Lhe cllectiveness ol the systems in
place, and evaluates management plans
and long-term objectives lor improved
environmental performance. [t makes
recominendalions on such matters 1o the
Board ol Directors.

In the Tast five years, financial commit-
ment 1o environment-related projects
totalled $553 million, of which approxi-
malely $69 million was expended in 1993

Around the world, environmental
performance 1s an integral part of Alcan
Group operations, [rom the mining and
processing ol raw matenals 1o the fabrica-
tion of (inished and seini-fintshed products.
In addiiion 1o the many environmental
achievernents lighlighted in the preced-
ing pages, the [ellowing are noteworthy:
» Development of @ reusable aluminum

pallets program by the Alcan Rolled

Products plant in Fairment, West

Virgimia, with their major customer,

as well as the implementation of a

packaging matcrials return program

al Rolled Praducis plants ar Oswego,

New York, and Kingston. Oniario, as

well as the Logan plant in Kentucky.
¢ Recyeling of extrusion die cleaning

waste in various plants around the
world including Utinga, Sao Caetano
and Aratu in Brazil, Redditch in the

UK., Pickering and Laval in Canada,

QOszala and Funabashi in Japan and

Wird in New Zealand.

s Training of employees at many plants
In emergency preparedness. For exam-
ple, the benelis ol such taining were
evidenced by the immediate and

elficient response by employees at
Granville, Australia, and Terre Haule,
Indiana. i the United Stiates, which
minmized the consequences of spills
that could otherwise have been serious.

|, .. . .

At Laterridre Works in Quebec, waste from the
smelter and casting centre has been reduced by
more than half since 1991 as a result of the initiative
of its waste management committee (see page 10).
The committee, some members of which are
pictured in the photo, promotes “Reduce, Reuse
and Recycle” throughout the plant. The $2 million
or more saved in operating costs as a result

of this program is about equivalent to the cost
of the external emission control equipment

{in background of photo).

IMPROVEMENT

OCCUPATIONAL HEALTH AND SAFLETY
The health and salery of employees is
accepted as an important respoensibility at
all levels within the Alcan Group. Audits
are carried out regularly under the Alcan
Salety and Health Evaluacon Systen, while
programs such as Managing Lmpleyece
Salety and Health emphasize prevention
rather than reaction 1o accidents. Like
cost savings and productivity improve-
ments, employee health and salety are paat
of operational exccllence al Alcan.
Individual perlormance improvements
in worker salety at Kingston Works in
Canacla, Ko Kurri in Ausiralia, Aughinish
in lreland and Toyal in Japan have
been highlighted in the preceding pages.
On a Company-wide basis, Alcan’s
recordable-case accident rate in 1993
reached its lowest point in the past three
years. Despite this improvement, Alcan
15 saddened to report that three of the
recordable -accident cases claumed the
lives ol three Alcan employees in 1993
Such tragic accidents are unaceeptable.
For this reason, we are determined o
prevent them by continually improving
our health and safety programs and by
managing these with mcreased eftective
ness {rom year Lo year,

CONCLUSION

The preceding pages have highlighted
only a [ew of our achievenems in the arca
of perlormance naprovement. Much has
been accomplished, but major challenges
remain. If Alcan has come this far, it is
largely due 1o the skill and involvement
of employees working together. This
same commitment wilk help Alcan 1o micet
the challenges ahead.
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Another
Tough Year

lcan’s sales volumes reached record high levels in 1993 despite another year of little or no growth in

Western World aluminum consiomption. This ackicvement, together with Jurther cost reductions during

the year, helped to offset much of the impact of lower selling prices for ingot and [ubricated products.

WESTERN WORLD MARKET REVIEW
Primary Aluminum

In 1993, Western World primary alu-
minuwm shipments, ai 13.1 million tonnes
(M), were unchanged rom the prior
year, as the continued recovery in Noerth
American shipments was olfsct by declines
in Japan and Curope. In 1991 and 1992,
primary shipments regisiered modest
growlh,

Western World primary production
trended downward threugh 1993, rom
an opemng rate of 13.3 million tennes
per year (MUy), o a year-end rate of
14 8 Mty For the full year. primary pro-
duction totalled 15.0 M up 1.3% [rom
1992 The pressure of low prices ad high
inventories resulted in smeler closure
decisions 1otalling 870 thousand 1onnes
per year (ki/y). There was only a small
amount, 160 kA, of new capacity brought
on stream during 1993,

For the third consecutive year, large-
scale exports [rom the Commonwealth
ol Independent States (C15) Nooded the
aluminum market. The collapse of domes-
tic demand in the C1S over the last three
vears has resulied ma sharp increase
m the amoeunt of aAluminum avatlable for
export. Though precise ligures are not
available, it is estimaled that such exports
totalled 1.6 Muio 1.8 Muin 1963 up
[rom estimated levels of 1.0 Moin 1992
and 800 thousand wonnes (ki) in 1991,

With only limited growth in primary
usage. the market was oversupplied in
1893, Inventories of aluminum, held
by producers and commaodity exchanges,
incressed from 4.8 M at the start of
the year. to 6.0 Mt at the end of 1993,
Included in this year-end amount was
2.5 Muol ingo held in London Metal
Exchange (LMI2) warehouses, representing
approximately 9 weeks of supply,

WESTERN WORLD PRIMARY ALUMINUM
PRODUCTION, SHIPMENTS AND CAPACITY

Mty
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mm Production plus imports from CIS
mm Shipments (seasonally adjusted)
mm Capacity at year-end

For a third year, primary aluminum was in over-
supply, as production plus CIS exports continued
to outrun shipments. While production in the
Woest has been curtailed, it was more than offset
by an acceleration in CIS exports.

Onthe LML, prices remamed au
depressed levels throughout the year,
The average price for ingot Tor 1993 was
S1161 per tonne (/1) down [rom
S1.278/4n 1992 and S1.332/0im 1991,

A series ol inter-governmental meetings
were held around year-end, myolving
Canada, the United 3tates, the Furopean
Union, Australia and Norway, as well
as the Russian Federavion, to address
the issue of world oversupply. The out-
come of these meetings remaing 1o he
seen as 1994 unfolds.

TOTAL ALUMINUM INVENTORIES
AND SPOT INGOT PRICES

UsSsn it
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mmm Total inventories (IPAI, LME, COMEX)
mmm Spot ingot prices (Average of LME cash
& "Metals Week” U.S. quotation)

As a result of the oversupply problem, inventories
have risen sharply since 1990. This has forced
primary aluminum prices, adjusted for inflation,
to fall to all-time low levels.



1993 WESTERN WORLD ALUMINUM CONSUMPTION
BY END-USE MARKET
{20.8 million tonnes)

Centainers and packaging
21%

Building and construction 4
21%

Electrical
9%

Transportation
25%

Other markets
24%

Aluminum’s special properties, such as lightness,
conductivity, corrasion resistance and recyclability,
make it very attractive for a wide range of uses.

Weslern World Consumption

Versus Alcan Sales

In 1993, an estimated 20.8 Mt of alu-
minum was consumed in the Western
World, three quarters of which was
primary aluminum and the balance recy-
cled metal. This was only a small decline
[rom the 20.9 M level ol 1992, For the
second yearin a row, North America
experienced solid growth in aluminum
usage and was oupaced only by the
much smailer market ol South America.
Consumption in Asia grew slightly. but
Europe sullered a severe decline.

The world transportation marker
consumed 5.1 Mt of aluminum in 1993,
% more than in the prior year. The rise
was due 1o a second year of strong recovery

in North American vehicle preduction,
as well as higher production in Seuth
America. Poor economic conditions led
alununum usage in transporiation appli-
cauons 1o decline in Japan and fall sharply
in Europe. Alcan’s shipments o this
market were up 3% in 1993, with higher
volumes in the U.S. partially ¢{fset by
declines in the United Kingdom aud
Germany. Revenues, however, [ell by 9%
due 1o weaker prices. In 1992, revenues
had [allen by 3% [vem the prier year,
largely due 10 lower shipments in Europe
and o weak prices.

Aluminum consumption in the
centainers and packaging market 1otalled
4.4 Muin 1993 1% lower than in the
previous year. Aluminum used in beverage
cans, which accounts [or about 70%
of this market, declined by 2%, while
other packaging increased by 1%.

In the U.S., the largest markel for can
sheet, shipments {ell due to further
down-gauging and inventory adjusiments
by can makers. However, Alcan's packag-
ing sales rosc 8% due 1o increased
shipmenis of can sheet in the U.S., Canada
and Brazii. The increase was accompanied
by adecline in the volume ol products
fabricated from cusiomer-owned meial.
In 1992, packaging sales were 8% lower
than in the previous year due 1o lower
prices and shipments.

The worldwide building and
construction market consumed 4.4 Mt
ol aluminum in 1993, unchanged from the
prior year. A lurther pick-up in housing
starts in the U.5. and increased con-
struction activity in South America and
Southeast Asia were oflsel by a steep
decline in Europe. where construction
aclivity in France, haly and Spain was
especially weak. Alcan’s shipments rose
in 1993 largely on the strength of the
U.S. market, hut sales revenues fell €%
due e weaker prices. In 1992, revenues
had also declined, falling 2% for similar
reasons.

ALCAN'S FABRICATED AND NON-ALUMINUM
SALES BY MARKET

BUSINESS REVIEW
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Aluminum consumption in the
clectrical markel dropped 4% in 1993,
to 1.9 Mt, primarily due 10 a marked
decline in Europe. Alcan’s shipments 1o
this end-use market declined only shghtly
due 1o s relatively small expesure in
Europe in tlus market. Sales revenues in
1993 were 9% below the previous year's
level due o lower prices. In 1992 an
increase in cable sales in the U.S. helped
baocst shipments by 13%. although
revenues were unchanged.

Other markets include machinery and
equipment, durable goods and 2 number
of other smaller end-use markets. In aggre-
gate, these markets used 5.0 Mt ol alu-
minum in 1993, lutle changed lrom the
prior year. Alcan's sales revenues [rom
these other markets, which zlso include
sakes ol alumina. bauxite. chemicals and
other metals, were 119 lower than
mn 1992 largely rellecting lower prices
[or most products. Alcan's shipments
ol aluminum products to these markets
were similar 1o the 1992 level. In 1992,
Alcan’s sales revenues were 2% higher
than in the previous vear, while ship-
ments were up 13%.

fin miiions of USE, - 1993 199? 1997 1990 1989
Containers and packaging 33% 1,920 1.772 1,926 2.288 2,279
Transportation 7% 428 471 434 612 851
Electrical 9% 490 541 53% 598 714
Building and construction 24% 1.410 1,494 1917 1.714 1,692
Other B 27% 1,539 1,718 1676 1,802 1.806
Total fabricated and non-aluminum sales  100% 5,787 5,996 6,141 7,074 7.042
Aluminum ingol sales 1,105 1,144 1,228 1.439 1,537
Total sales 6,892 7140 7.369 8.453 8,079
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REVIEW OF ALCAN'S OPERATIONS
During the last two years, Alean's total
aluminun velume has increased mainly
duce o the growth ol s fbricated product

REVYIEW

business. In 1993, this led 10 the achieve-
ment of the highest wotal sales volume
the Company’s history. Sales and opetr-
ating revenues. however, have continued
e move lower, due 1o dereriorating prices,
and, o a lesser extent, the impact

al curreney movements.

11 19973 sales and operating revenues
were 57.2 mihon, 5% lower than in 1992
While total aluminuim volumes, at
2,938 la . were 3% above the previous
vear's level, revenues declined duc 1o lower
prices lor inget and [abricated products
and a general weakening of local currencies
against the L5, dollar,

In 1962, sales
fell by 249, 1o 57.0 billion, as declining
prices more than eflfset a 3% gain in

and OXTalIng, Ievenues

yolLIne.

Tabricated Product Sales

Totak fabricated produdi volumes reached
arccord high levelin 1993 This was the
seconed year ina row that a record was
achicved, and it largely rellecied inereased
volume in North America,

tor the year, fabricawed product ship-
ments, egether with products labricated
from customer-owned metal tolling),
were 1031 ki, 90 higher than in 1992
and 129% higher thanin 1991, Revenues
from olling activites are included m
operaling revenues,

Fabrcated product prices deteriorated
further m 1993, pulied down by the effect
of lower ingot prices and over-capaciy in
some end-use markets, These two factors,
together with relatively weaker local
currencies against the U S, dollar, resulted
1 the average vealized price on shipments
of Alcan’s own fabncated products
lalling 139, 10 $2.975/01m 1993, which
was 3457/ lower than m the previous
year, Currency mosemenis accounted lor
approximately 40% of the reduction.

n 1992 the average realized price dechned
10 93432 [rom $3.678/1 in 1991

ALCANS SALES BY PRODUCT

n oullions of US$) 1993 1992 1991 1990 1989
Rolled products 40% 2,132 2,604 2,776 3.368 3.406
Extruded and drawn products 17% 1,199 1,235 1,293 1,516 1,640
Other fabricated products 10% 709 879 835 827 781
Irgot products 16%

¢ Owvn production 4056 545 592 749 402

e Othar 700 599 636 690 1,135
NO”’3|}’_Q"‘F‘HW product_s_w _ 17% B 1,147 1,228 17237 1.303 1215_
Total sales 100% 6,892 7,140 7,369 8,453 8.579
O_;_J:a__ratmg revenues . o 340 456 379 304 260
Total sales and operating revenues 7,232 7,596 7,748 8.797 8.639

I'he average unit cost tor labricated
products in 1993 was 52,6404, 12%
lower tharn m the previeus year. This cost
imcludes metal lrom the Company’s
smelters and recycling units at their cost
ol production. The decline m unit costs
rellected the impact of higher velumes,
wealer local currencies and reductions in
smelting costs and fabricating conversion
costs. [In 1992 urt costs, al 9294974,
were 7% lower than in the previous
year

Despite fower costs, deteriorating prices
caused the average gross imarginan 1993
o fall to $33%/10 The average gross margin
wis 3435/ in 1992 and $461/1 in 1991

ALCAN'S GROSS PROFIT BY PRODUCT

Rolied products:

Sules of rolied products rose o 52,732 mil-
llon i 1993 a 3% inerease over the
previeus year. Shipments were 1,062 ki as
compared 10 863 kuin 1992 and 849 Lt in
1991 Tegether with producats labricated
from customer-owned metal. wial relled
product volumes were L193 ki 1993
compared 10 1069kt in 1992 and 994 ke
in 199,

A major expansion ol Alcan's North
Amencan rolled products capacity was
completed i july 1993 with the com-
missioning ol a 300-kuy cold mill at Logan
Aluminuwim in Russellville, Keatucky:.
Lhe new mill produces sheet products ta
the highest achievable mdustry standards
a1 very competinve costs. Aswell i pro-
vides Alcan with the incrememal capaaity
required for the expected long-1erm
growth In the container, packaging and
atomotive markets

inmonsofusy 1993 " 1992 1891 1990 1989
Total fabricated products (integrated) 769 522 50b &815 999 1,433
Ingot products g9

® Own producucn 55 47 46 144 137

® Other 2 (4} 7) (13 15
Non-aluminum products _____ e 8% 705 8 W e 182
Gross profit on sales 100% 684 716 761 1,296 1,762
Operating revenues 123 189 130 99 82
Total gross profi 807 B75 B91 1,395 1,844




In Neuss, Germany, the expansion
of the Nerf rolling complex, which is 50%-
owned by Alcan, continues on schedule.
The expansion will double het rolling and
remelt capacity at Norf while increasing
cold mill capacity by approximately 40%.
This project will be completed in 1994
al a cost, 1o Alcan, of approximatcly
DM350 million ($320 million), including
capitalized interest.

Part of the production from the new
hot mill at Norl[ will be used 10 supply
the 120 kt/y cold relling mill at Pievy
Emanuele, ltaly, which was commissioned
in 1992,

The Company is now the second
largest producer of rolled products in
North America and the largest producer
in Europe. With the completion of these
two large expansion projects, Alcan’s
rolling capacity will increase by 50%,
or 630 ki/y, by the end of 1694,

Alcan is working with auwtomobile
producers 1o develop new uses for alu-
minum, particularly in sheet applications,
The Company has devcloped special ailoys
and [ahricating technologies [or Ford's
experimental all-aluminum car, Synthesis
2010. Ford is also building 20 aluminum
intensive Mercury Sables, and Alcan will
participate in the evaluation and testing
of the vehicles. In another project, Alcan
worked closely with General Motors
to design the frame and body [or GM’s
devclopmenial electric car, Impact.

The car used Alcan’s Aluminum Vehicle
Technology and a specially-developed
sheet product.

Other fubricating busingsses:

Shipments of fabricated products, other
than rolled products, were 498 ki in 1993
compared to 526 kt in 1992 and 484 kt
in 1991. Sales revenues lell by 109% aver
two years due to lower prices.

ALCAN'S PRIMARY AND SECONDARY/
RECYCLED ALUMINUM PRODUCTION
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Secondary/recycled aluminum is a growing
source of metal for Alcan. The Company now has
the capacity to recycle over 550 kt of aluminum
per year -~ roughly equivalent to the output of
two primary smelters.

Shipments by Alcan’s North Amcerican
fabricating companies increased 3% in
1993, 10 286 lu, with gocd volume growth
in the U.S. being partially ollsct by a
decline in Canada. Weak prices squeezed
protit margins for most products. Extrusion
shipmemis declined slightly, reflecting
poor demand and a six-month strike at
the Richmond, British Columbia, plam,
which has since heen closed permanently.
The U.S. metals distribution busincss
continued to imcrease its marker share
and achieved record volumes and sales in
1993. Sales of Roll-Bond ™ increased
with the introduction of a catalyuc con-
verter heat-shield [or Chrysler vans,
Shipments of wire and cable and building
preducts were little changed from 1982

The automotive casting operalion
owned in partnership with Teksid, a sub-
sidiary of Fiat, began production in
Novembher 1993, Based in St. Catharines,
Cntario, the new vemure will produce
aluminum suspensicn and structural
compenents for the North and Seuth
American markets.

BUSINESS REVIEW

Ingot and Raw Marerials

Alecan’s 14 primary aluminuim smelters,
with a wial rated capacity of 1,711 kify,
produced 1,631 ki in 1993 versus
1,612 ktin 1992 and 1,695 ki in 1691,

Since October 1991, Alcan’s worldwide
smelter system has operated al less than
full capacity as a result of temporary
closures made 1n response to weak market
prices lor aluminum. A total of 102 kify
of capacity remained closed throughout
1963 al smelters in the UK. and Brazil.
Thus is equivalent 1o 6% of Alcan’s Lotal
capacily.

In January 1994, faced with a persist-
ent oversupply situation and depressed
prices in the primary aluminum market,
Alcan announced further temporary
closures totalling 156 kt/y of capacity,
alfecting smeliers located in Canada, the
U.S., the U.K. and Brazil. These closures,
1ogether with those made in 1991 and
1952, will reduce Alcan’s operating rate
1o 85% ol its world capacity.

Production from secondary smeliers
and recycling centres rose lurther in 1993,
reaching 439 ki compared to 362 ki
in 1992 and 304 Ikt in 1991. Since 1989,
Alecan has more than doubled its recycling
capacity through acquisitions, construc-
tien of greenfield facilities and the expan-
siom and upgrade of existing plants.

Alcan's North American used beverage
can {(UBC) recycling plants processed
nearly 11 billion UBCs in 1993, an 8%
increase over the previous year. At the
UBC facility in Berea, Kentucky, the
installaiion of additional emission con-
rol equipment allowed the plant 1o
increase ils annual capacity by 10%.
During the last two years, the Company
has implemented recycling programs for
used foil in the U.5. and Canada.
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Ingot products:

Tonal third-party shipments ol ingot
preducts in 1993 were 887 ki versus
870 ki in 1992 and Boo ki in 1991, Ingot
sales comprise alumimum produced hy
the Company’s primary and secondary
simelters, as well as process serap and
purchased alumimum.

Shipments of ingot products are classi-
fied in two calegories. The [irst comnprises
Alcan-preduced ingol in excess of amounts
required by the Company's labricaning
operations. In 1993 these totalled 312 ki,
compared o 408 ki in 1992 and 407 ki
in 1991,

For the third consceutive year. the
primary aluminum market was in sub-
stantal oversupply, causing prices 1o drop,
in real terms, Lo record low levels,
Alcan’s average realized price on sales of
Company-preduced ingol lell 1o $1,2954
in 1993 down [rom $1,3304 in 1962
and 51,453/ in 199]. This decline, how-
ever, was more than compensated for by a
reduction in the Company’s average cest
ol preducing ingot. Aided by the benelits
of cost reducticns, currency movements
and lower raw material costs, Alean’s
average ingol production cost was $1,1204
in 19973 versus 31,215/ in 1992 and
$1,340/ in 1991. As a consequence, the
average gross margin per lonne increased
in 1993 10 $175 [rom $113 in 1992
and $113 in 1991,

The second category of inget shipments
consists of purchased ingot, as well as
process scrap and secondary metal. Ingot is
purchased chielly [or logistical reasens. For
example, by purchasing ingot in Europe,
Alcan is able 10 minimize the freight and
duty costs associated with moving metal
lroru its North American smelters 1o fabn-
cating plants in Curope. An equivalent
quantity of metal sold in North America
and Asia is viewed as an oflset 10 these
purchases. As purchase and sale transac-
tions tend 1o be at similar market prices,
the gross profil or loss lor this category is
not signilicant. Shipments in 1993 were
3735 ki, compared Lo 462 ki in 1692 and
459 ki in 1991.

Raw materials:

Alcan is largely sell-suflicient in bauxite
and produces a small surplus of alumina,
which it sells 10 third parties.

Through subsidiaries and related com-
panies, Alcan has access to approximately
225 miilion tonnes of proven bauxite
reserves. These reserves are more than
suflicient to meet the Company’s needs
well into the next century.

Bauxite prices trended downward
during 1993 as comract prices rellected
lower prices [or alumina and alumimum,
with which they arc linked. Oversupply
in the alumina markel caused prices o
decline in the second half of the year.

Total production from Alcan’s alumina
system increased by 6% in 1993, This
combined with the impact of improved
elliciencies, lower costs lor oil and caustic
seda, favourable cxchange rate moverments
and increased cmployee productivity
reduced costs at all plants.

Non-aluminum Products

This category includes sales of alumina,
zirconium and other specialty chemicals
worldwide, bauxite in Spain, and magne-
sium in the UK., as well as other products
such as steel, vinyl, copper, stainless steel
and nickel alloys, mainly sold in North
America.

Sales of non-aluminum products were
$1,147 millicn in 1993, 7% lower than
in the previous year. The decline primarily
rellected Tower prices tor alumina and
bauxite seld Lo third partics. Gross profit
on non-aluminum sales improved prin-
cipally due to a reduction in alumina
reflining costs. Sales in 1992, a1 $1,228
million, were virtually the same as in 1991,

Operating Revenues

Operating revenues were $340 million

in 1993, compared with $456 million in
1992 and $379 mullion in 1991. These
revenues are principally gencrated [rom
sales ol electricily and fees charged for
smelling cuslomer-cwned alumina into
primary ingot and [or the conversion

of customer-owned metal into fabricated
products.

The drop in operating revenues i
1993 was primarily due 10 the lower vol-
ume of customer-owned metal converted
into [abricated products during the year,

1993 ALUMINUM SHIPNENTS BY REGION
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Alcan is the most international aluminum company,
with a geographic spread of business that closely
matches the pattern of world aluminum
consumption.

GEOGRAPHIC REVIEW

Price erosion duc 1o world aversupply
was lhe principal cause of Alcan’s
unsatisfactory linancial performance in
1993 Results were also allecled by
the Company’s exposure le economics
that were deep in recession during the
year, most notably those of Japan and
Europe.

Canada

In 1993, further cost reductions by
smelter operations moere than compensated
for lower prices. Fabricated product
businesses in aggregate, however, posted
lesses due 1o weak prices and sluggish
demand in certain end-use markets.

" Including Group head office costs, losses

in Canada totalled $32 nullion, which
included rationalization charges of

$8 mullion, after-tax. This compared to
aloss of $120 millien in 1992 and a loss
of $104 million in 1991, Losses in these
years included alter-lax rationalization and
other charges of $36 million and $20 nut-
lion, respectively. Shipments to third-
party customers in Canada were 227 kt
m 1993, compared 16 232 ki in 1992
angi 202 ktin 1991,
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The pace of economic recaovery in
Canada quickened in 1993, and aluminum
censumplion rose an estimated 6% due
to inereased demand {rom the auto sector.
Alcan’s shipments of {ahricated preducts,
however, were (lat year-on-year as higher
rolled product shipments were offset hy
declines for other products, such as wire
and cable and extrusions.

Smelter operations continued to
improve profitability through further cost
reductions and increased sales of value-
added ingot products, such as extrusion
billet and sheet ingot.

United States

Operations m the U.S. recorded a loss

ol $57 million in 1993, which included
rationalization charges of $8 millien,
alter tax. This compares 10 losses ol $18
million in 1992 and $14 millicn in 1991,
following afier-rax ravionalization charges
of $15 million and $29 millicn, respec-
tively. Shipments Lo U.5. customers,
including tolled fabricated products, were
1,078 kr in 1993 versus 949 kt in 1992
and 879 kt in 1991.

The U.S. economic recovery accelerated
as the year progressed, with strong growth
evident in the auto sector and residential
construction. Total aluminum usage grew
by an estimated 4% in 1993, and would
have been greater but for a 4% decline
in the can sheet market, which occurred
as a result of inventory adjustments by
can-mnakers, as well as ongoing down-
gauging. Excluding the can market,
consumption grew 7%. Alcan’s fabricated
product volurmes increased with rolled
product volumes reaching record levels
and shiprments of other fabricated products
making solid gains. Gains were made
in can sheet and distributor sheet sales,
as well as in the wire and cahle and metal
distribution businesses. Prices {or most
products were, however, lower than in the
previous year.

South America

Benefiting from geed demand growth,
most notably in Brazil, and from cost
improvements, losses in South America
were reduced to $8 million in 1993. This
was an improvement over the losses

of $44 million in 1992 and $75 million
in 1991, which included alter-tax ration-
alization charges of $3 million and

$13 millien, respectively. Shipments
to customers in the region totalled 108 kt
in 1993 compared to B9 ki in 1992 and
98 kt in 1991.

Despite continued political turmoil,
the Brazilian economy rebounded from
the previous year’s depressed level and
regisiered solid growth in 1993, Overall
demand for aluminum increased by an
estimated 18%. Only the cable market
remained depressed due 10 a lack of gov-
emment investment in the power systemn.
Alcan’s shipments to the domestic
market reflected the improved market
conditions, but prices were lower. Ingot
exports were curtailed due to the closure
ol one potline at the Aratu smelter.

In early 1993, the merger between
Alcan's operations in Argentina and the

aluminum fabricator, Kicsa, was compleled.

Cost savings and efficiency improvements
have been achieved as a result, and fur-
ther gains are expected. While a loss
was recorded in the first halfl of the vear,
operations were at hreal-even in the
second hall.
In Uruguay, a loss was recorded due

Lo costs associated with the closure of
rolled products facilities. Production will
now focus on extrusions and packaging.

B

Europe

Operaticns in Europe [aced an extremely
difficult economic environment in 1993,
posling an aggregate loss of $31 million
compared (o break-even results in 1992
and a profit of $4 million in 1991.
Results for 1993 included rationalization
charges of $20 million alter 1ax, while
results for 1991 and 1992 included
alter-tax rationalization charges of

$2 million and $7 million, respectively.
In 1993, only the operalions in Germany
and Switzerland were profitable, although
sormne improvement was evident in the
U.K. Shipments to customers in Europe,
including tolled fabricated products,
were 626 ki in 1993 compared to 666 kt
in 1992 and 655 kt in 1991,

The German economy entered a reces-
sion in 1993, Almininum demand fell ¢9%,
with weakness evident in the transporta-
tion, machinery and equipment, and can
sheet markets. However, export demand,
particularly [or rolled products, increased
from the prior year's level, Alcan’s volumes
were 8% lower in 1993, as poor weather
conditions reduced sales of beverages
and, thercfore, of aluminum sheet {or
beverage cans. Despile weaker voluines
and ongoing price pressure, operalions
remained profitable in 1993, but, as
expecled, results were below the record
achieved in the prior year.

After nearly four years in recession,
the UK. economy began to recover in
1993. Aluminum consumption gained
1%, mainly due 10 an increase in car pro-
ductien. Shipments to the can marker
dipped, but growth is expected to resume
as aluminum penetration increases.
Improving business conditions, however,
were accompanied by [ierce price compe-
tition {rom cther European producers.

In response, Alcan continued its drive 10
reduce costs and increase productivity.
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laly's cconomy continued 1o be weak
in 1993, While Alcan’s rolied product
volumes improved slightly, tosses increased
due to amnability to raise prices 1o help
ollset the devaluation of the Tira.

Packaging operations in Switzerland
achicved higher volumes in 19973 despite
worsening cconomie conditions. Intensc
competition, however, kept prices down
and lelt profits little changed rem the
previous year.

Alcan’s European building products
business, which operates in France,
Spain and Portugal, met with stll more
difiicull conditions in 1993, as declining
construction activity led 10 lower sales
volumes, Heavy emphasis on cost and
quality improvements continues.

Pacific

The Pactlic region recorded a loss of

$9 million in 1993, which included ratio-
nalization charges ol $1 mullion, alter wax.
This compared 1o net income of $48 mil-
lion in 1992 and %68 million in 1991,
which included net non-operating gains
ol $3 miilion and $5 million, respec-
tively. The decline in results over the last
Lwo years, particularly in 1993, largely
reflects deteriorating economic conditions
n Japan, Alcan's shipments o customers
m the region were 412 kit versus 402 ki
in 1992 and 403 ktin 1991,

In 1693, Japan was 1 the midst of
the worsl recession in its post-war history.
As a result, aluminum consumption fell
by 5%, 1he second conseculive year
of decline. Housing starts were the only
bright spot, increasing 79, This, however,
was not sulhcient (o prevent a deteriora-
tion in the results of Nippon Light
Metal Company, 1Ltd. (NLM). This related
company, 47 4%-owned by Alcan,
reported a loss for the year, while Toyo
Aluminium K X, 48.8%-ownced by
Alcan, posied a reduced prolit. Alcan’s
share of the combined results of the
(wo companies was an equity loss of
$27 million versus equity income of
$26 million in 1992 and $48 million
n 1991,

Towards the end of 1992, Alcan trans-
ferred ownership of certain of its busi-
nesses in Thailand, Malaysia and China
Lo NLM. Alcan’s ownership interest in
NLM increased as a consequence.

Alean continues to explore opportuni-
ties in China within the context ol the
1992 cooperation agreement which il
signed with China National Non-Ferrous
Metals Industry Corporation (CNNC).
The extrusion and building products joim
veature located in Shenzhen, which was
lormed by Alean, NLM and CNNC, will
double its extrusion capacity m 1994,

Australia’s cconomy recovered steadily
throughout 1993, leading 10 a 3% rise
in aluminum consumption. Prices and
margins, however, continued 1o he
eroded by heavy competition from both
overseas and domestic supplicrs. None-
theless, aided by [urther improvements
in operating efficiencics, Alcan’s opera-
tions managed to post a small prolit
compared 10 a loss a year earlier.

In India, good economic growth
spurred a 5% increase i aluminum con-
sumption in 1993, A( Indian Aluminium
Company. Limited, 39.6%-owned by
Alcan, sales rose by 13% and profitability
improved. The company's 73-kuy
Belgaum smelter was shut down due
o high energy costs,

Other Areas
Activities in other areas include raw
material operalions in Jamaica and Guinea,
and trading, shipping and insurance
activities in Bermuda. In 1993, net income
was $28 million compared 1o $30 mil-
lion tn 1992 and $40 million in 1981, Net
meome in 1991 included ratonalization
charges of $1 mithon, aller tax.

Alcan also sclls mewl in other parts
of the world, such as the Middle Fast and
Alrica. Such shipments, together with
amounts sold on commodily exchanges,
wlalled 87 ki in 1993, 127 ki in 1692
and 105 ke in 1991,
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Maintainirtlﬁ
Financial Streng

n 1993, Alcan continued to cut costs and conserve cash, building on its excellent record achieved in recent years.

As a direct result of the Company’s own efforts, costs for the year were reduced by $240 million, bringing total cost

reductions over two years to $500 million. In addition, the Company exceeded its own challenging target of cash

neutrality and reduced its total debt.

RESULTS OF OPERATIONS

For 1993, Alcan reported a loss of
$104 million compared to losses of
$112 million in 1992 and $36 million
in 1991,

The 1993 loss included special
charges of $37 million, aller ax, largely
[or employee reductions and other ratio-
nalization casts, Of the pre-tax amount,
$10 million was included in cost of sales
and $41 million was in other expenses.

In 1992, the loss for the year included
rationalization and special environmental
costs of $38 million, alter tax. The loss
for 1991 included rationalization charges,
which, net of a large 1ax credit in Germany,
totalled $60 million, after 1ax.

In 1993, Alcan continued its ongeing
program to reduce costs and improve
produetivity, and further gains were macde.
For the year, total reported costs, exclud-
ing interest and incotne Laxes, were
$387 million lower than in 1992 If the
impact of exchange rale mevements,
lower rationalization charges, increased
netal purchases and higher sales volumes
were to be excluded, the Company
estimates that the actual cost reduction
for the year would be approximately
$240 million.

Over the Jast two years, the cumulative
cost improvement achieved by the
Company has been substantial. While
total revenues have declined by $523 mil-
lion since 1991, the Company's loss belore
income taxcs and other items was
reduced by $123 million. Total reported
cosls in 1993, excluding interest and
income taxes, were $612 million lower
than in 1991. Of this amount, Alcan esti-
miates that approximately $300 million
has been due 10 its direct efforts.

NUMBER OF EMPLOYEES
Adjusted for acquisitions and divestments
{at year-end)
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Alcan’s drive to reduce costs and improve
productivity has regrettably, but necessarily,
resulted in a large reduction in its work force,
Since 1989, employee numbers have declined
by 22%.

Cost reductions have been achieved
largely through productivity improveiments
at all levels of the Company. This has,
regrettably, but necessarily, resulled in
a large reduction in Alcan’s woerkforce.
Since the end of 1989, the total number
of employces, alter adjusting for acquisi-
tions and divestments, has declined by
12,500, 1o 43,900 at year-end.

Cost of sales and operating expenses,
at $6,002 million in 1993, were
$298 million lower than in the prior year,
cven Lhough volumes were 3% higher.
The decline in costs retlected the benefits
realized from the weakening of local
currencies against the U.S. dollar and
cost improvements in both smelting and
[abrieating operations. In 1992, cost
of sales and operating expenses declined
2% from the previous year largely due
10 cost reductions.

“Other income” includes interest
revenue and non-operating gains. In 1993,
other income was $75 million, $6 mil-
lion higher than in 1992, Sueh income
in 1991 was $82 million, which included
insurance recoveries related to flood
damage in Brazil,
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Depreciaticn expense was 5443 million
in 1993, compared 1o $449 million mn
1992 and $429 million in 1991. Cven
though the new Logan rolling mill was
commissioned during the year, deprecia-
tion expense was little changed in 1993
due 10 the impact of weakening Eurepean
currencies against the U.S. dollar.

Selling, administrative and gencral
expenses were $351 million in 1993, 8%
lower than in the prior year. Expenses
have declined 13% since 1991, largely
rellecting the impact of s1all reductions,
other cost improvements, and weaker
local currencies against the U.S. dollar.

Research and development expenses
were $99 million in 1993, $26 million
less than in 1992 and $32 million less
thar in 1991, The reduction over the last
two years has been the result ol an
ongoing realigniment of R & [ activitics
to reflect the wechnology needs of the
Company’s main businesscs. This process
will continue in 1994, and spending
is cxpected 10 be below $90 million.

The average amount of total borrowings
for 1993 was lower than in the previous
year. Interest costs [or the year, including
amounts capitalized, declined by $38 mil-
lion to $229 million. As a consequence,
the elfective average inlerest cest on hor-
rowings lor 1993 was 8.2% compared
with 8.9% in 1992 and 10.0% in 1991.
The decline over the last two vears has
heen due 1o [alling interest vates, benelits
derived [rom interest rate swaps, and the
relinancing ol short-term borrowings in
Brazil and lialy. Capitalized intercst was
517 million in 1993, $13 million in 1992
and 540 million in 1991. Amounts cap-
italized have [allen due te the suspension
ol construction on the Kemano project
and the completien ol the expansion al
the Logan rolling mill.

RESEARCH AND DEVELOPMENT EXPENSES

millions of US$ %

1580 2.5

2.0

1.5

80

40

0.5

1989 1990 1997 1992 1933

mm Research and development expenses
mmm As a percentage of sales and operating
revenues

Spending has declined by 34% from its peak

in 1390, reflecting the realignment of R & D
activities with the technology needs of Alean’s
core operations.

Other expenses, at $106 million in

1993, were little changed [rem the prior

year's level, but well helow the 1991 level
of $163 million, which included larger
rationalization costs.

Included in 1o1al costs and expenses
are amounts incurred [or safeguarding
the environment and improving working
conditions in plams. [n 1993, such
expenses tolalled $35 million. This amount
largely covered the costs associated with
reducing air emissions and mitigating
the impact of waste and by-products.
In 1992 and 1991, these expenses wotalled
$80 million and $65 million, respeatively.

The Company has recorded inceme
tax recoveries in each of the last three vears,
The income tax recovery of $13 million
for 1993 represents an eflcctive 1ax rate
of 12% versus a compaesite statulory rate
of 40%. The dillevence benween the
rates arises largely [rom non-deductible
currency translation losses, losses on
which [uture 1ax reliefs have not heen
recognized, minimum tax payahle hy
large corporations in Canada and with-
holding 1axes on dividends, partly offset
by investment and other allowances.

In 1992, the ellective rate [or tax recov-
ery was 109, The dilference between
this rate and the statutory rate of 39%
reflected the same items as [or 1993,
Despite similar itemns in 1991, the ellective
rate of recovery was higher than the
statutory rate, because of a $34-million
ax credit in Germany:.

A decline in results (rom NLM was
mainly responsible [or the steep drop
in cquity income over the last 1wo years.
In 1993, Alcan’s share of the resulis of
cquily-accounted companies was an aggre-
gate loss of $12 million. This compared
10 equity incemce of $53 million in
1992 and $89 million in 1991,

LIQUIDITY AND CAPITAL RESOURCES
The challenging 1arget of cash neutrality
set for 1993 was achieved in spite ol very
dillicult business conditions. Furthermore,
Alcan’s 1omal debt was reduced 1o
$2.7 hillion al the end of 1993, down
[romn $2.8 hillion al the end of 1992 and
[rom $3.0 hillion at the end ol 1991,
Whilc Alcan’s equity base declined
due o reported losses and dividends
paid, the Company was able 10 maintain
its year-end ratio of tetal harrowings o
equity at a stable 37:63 [or ecach ol the
last three years.
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Cash conservation measures were
success[ully implemented duting 1593,
Cash penerated [rom operating activities,
al $444 million, slightly exceeded net
capital expenditures of $339 million and
dividends of $85 million. In addition,
cash balances and time deposits were
reduced by $68 million. Overall, $92 mil-
lion of cash was available to reduce
total debt. Together with the impact of
favourable movements in exchange
rates, total debt was reduced by $136 mil-
lion from 1992,

Operating Activities
As mentioned above, cash generated
[rom operating activities was $444 nul-
lion in 1993, Although prices [or most
products declined further, this was only
$21 million lower than in the previous
year. In 1991, cash generation was
$659 million.

To help manuain its cash generaticn
in the [ace of deterioraling prices, Alcan
has reduced its operating working capilal
by $249 million over the last two years,
This has largely been achieved threugh
reductions in inventories and accounts
receivable. Combined with the benefits
of [avourable exchange rate movernents,
the 1o1al reduction in operating working
capital over two years has been
$403 millien.

Investment Activities

Alcan reduced capital spending to
$370 million in 1993, down {rom
$474 million in 1992 and $880 million
in 1951. Proceeds on disposals of assets
were $31 million in 1993 versus $24 nul-
lion in 1992 and $23 million in 1991.

CAPITAL EXPENDITURES
AND CASH FROM QOPERATIONS
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Falling prices have resufted in lower cash genera-
tion. In order to maintain its sound financial
position, Alcan has responded by cutting capital
spending, as well as reducing operating costs,
working capital and dividends on commeon shares.

Over the last three years, approximately
one half of Alcan’s capilal spending
has been directed to the expansion and
upgrade of rolled products plants in
North and South America, and Europe.
In the U.5., a three-year modernization
and upgrade of the Oswego rolling mill
was completed m 1991, and the expan-
sion of the Logan facilities was completed
mn 1963, In Germany, the expansicn of
the Norf volling complex, which will be
commissioned in 1994, continues on
schedule. [n Iraly, a new cold mill began
operation in 1992,

The Kemano Completion Project, a
hydroelectric expansion project in British
Columbia, Canada, remained on hold
during 1993. Work was suspended on
the project m June 1991. Capital spend-
ing in 1951 included approximately
$200 million {or this project. See page 24
for further details.

Also included in capital spending in
1993 was $34 million for environment-
related projects. Such spending was
largely on equipment designed to reduce
or contain waste and air emissions
generated by Alcan plants. Spending in
1992 and 1991 was $36 million and
$45 million, respectively.

The remainder ol capital spending
was comprised of many small projects
for the replacement or improvement
of existing facilities.

Given the uncertain outlook for alu-
minum prices, Alcan will further reduce
net capital spending te about $300 millicn
in 1994. Spending will include $70 million
for the completion of the Norl rolling
mill project.

Alcan estimates thal ongoing capital
spending required to replace or upgrade
[acilities, including environmental
improvements, will be between $250 mil-
lion and $300 million per year.

Financing Activities

In line with the cerporate objeclive of
cash neutrality, financing activiiies during
the year focused largely on the refinancing
and reduction ol debt and the lowering
of interest costs,

In November 1993, Alcan issued
$150 million of 5.875% debentures, due
in the year 2000. Part of the proceeds
was uscd to prepay the $100 mullion of
9.875% dehenrures, due in January 1998,
which were redeemed in January 1994,

The balance of the proceeds ol the
debenture issue was used to reduce short-
term borrowings. For the year, such
borrowings were reduced and, at year-
end, stood at $253 million, compared
to $426 million at the end of 1992
and $741 million at the end of 1891,



FINANCIAL REVIEW

AR

During the year, DM148 million was
drawn down [rom previcusly arranged
credit lines of DM3500 million, in order
10 [tnance the expansion of the Norl
rolling complex. By the end ol 1993, the
total amount drawn from these eredit
lines amounted (o DM290 million.

The balance of DM210 million will be
available 1o complete the project.

Committed term-credit lines with
banks totalled $1.388 million at year-cnd,
compared 1o $1.777 million at the end
of 1992 and $1.661 million at the end
ol 1991, At the end ol 1993, excluding
actual borrowings and amounts used
10 back outstanding commercial paper,
$£1,104 million ol these lines of credn
were available and unutilized.

In 1994, the Company will continue
10 look o its cash generation lrom
operations 1o [inance its net capital
expenditures and dividends.

However, in the event that additional
financing is required, committed and
unutilized credit lines of $1,104 million
would provide more than adecuate liquid-
1y. Also, the Company has access 10
capital markets through the issuance of
long-term debt and equity, as well as
hybrid instruments. Alcan’s continuing
investment-grade credit rating gives it
ready access to such liquid capital markets
e meel both planned and unforeseen
linancing needs.

Management believes that the above
resources, in combination with its cash
conservation cllorts, are more than sulli-
cient to meet the cash requirements
ol operations and planned capilal cxpen-
ditures,

RISKS AND UNCERTAINTIES

Alcan’s linancial perlormance is largely
mfluenced by the price of aluminum

on world commodity exchanges. Unless
warld production and demand come
closer into line in 1994, there is little
prespect for any price improvement.

TOTAL BORROWINGS AND EQUITY
(at year-end)
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In 1993, Alcan achieved its cash neutrality target and
in fact reduced its total debt. For the last three
years, the Company has maintained its year-end
ratio of total borrowings to equity at 37:63.

Exchange rate movements, particularly
between the Canadian and U.S. dollars,
also have an important impact on Alean's
results. For example, on an annual basis,
cach Us$0.01 permanent increase in the
value of the Canadian dollar decreases
the leng-term profability of the Company
by approximately $11 million, alter tax.
To reduce the short-term impact of
unfavourable exchange rate movements,
Alcan hedges a substanual portion of
its Canadian deilar exposure through the
use ol forward exchange contracts and
currency options.

Annual environment-related spending,
both capital and expense, is loreseen
1o average about $100 millicn per year
over the next several years and is not
expected o have a material ellect on
Alcan’s cempetitive posittorn. While the
Company does not anticipate a material
increase in the projecied level ol such
expenditures, there 1s always a possibiliiy

that such increases may occur in the
future in view of the unceriainties associ-
ated with environmental exposures,
including new inlermation concerning
sites with identilicd environmental liabili-
ties and changes in laws and regulations
and their application.

The Kemano Completion Project,
(e increase the hydroclectric power-
generating capacity at Alcan’s existing
plant in Brinsh Columbia, remains sus-
pended as a result of uncermainties
ncluding those ¢reated by the Govermiment
of British Columhia’s announcement,
in January 1993, of a public review ol
the project. This review is currently pro-
ceeding, and Alcan is participating in il
Before the project is resumed, Alcan
must ensure that no other conditions will
be imposed that would render it finan-
cially unattractive or otherwise prevent
its completion. Construction of the project
started in 1988 but was suspended m
1991 as a result of an unsucecesslul legal
challenige which terminated with a
decision from the Supreme Court of
Canada in February 1993,

Approximarely $450 million, plus
capilalized interest of $30 million,
was incurred on the project prior 1o sus-
pension. The assel is included in the
Company’s accounts mainly as construc-
ton work in progress. The interruption
of construction and the delay in comple-
tion will inevitably result in an increase
in capital costs that could adversely aflect
the potential profitabthty ol the project.



RESPONSIBILITY FOR THE ANNUAL REPORT

Alcan’s management is responsible for the preparation, integrity
and fair presentation of the financial statements and other infor-
mation in the Annual Report. The financial staterments have
been prepared in accordance with accounting principles generally
accepted in Canada and include, where appropriate, estimates
based on the best judgement of management. They confonn

in all material respects with accounting principles established
by the International Accounting Standards Committee. A recon-
ciliation with accounting principles generally accepted in the
United States is also presented. Financial and operating data
elsewhere in the Annual Report are consistent with those
contained in the accompanying financial staterments.

Alcan’s policy is to maintain systemns of internal accounting
and administrative controls of high quality consistent with
reasonable cost. Such systems are designed 10 provide reasonable
assurance that the financial information is accurate and reliable
and that Company assets are adequately accounted for and safe-
guarded. The Board of Directors oversees the Company's systermns
of internal accounting and administrative controls through its
Audit Commiuee, which is comprised of directors who are
not employees. The Audit Committee meets regularly with
representatives of the shareholders’ independent auditors and
management, including internal audit stafl, to satisfy themselves
that Alcan’s policy is being followed. The Audit Committee
has recommended the reappointment of Price Waterhouse as the
independent auditors, subject 10 approval by the shareholders.

The financial statements have been reviewcd by the Audit
Committee and, together with the other required information
in this Annual Report, have been approved by the Board of
Directors. In addition, the financial statements have been audited
by Price Waterhouse, whose report is provided on page 26.

Jacques Bougie, Chief Executive Officer
Suresh Thadhani, Chief Financial Officer

February 10, 1994



CD GUIDELINES

O A

The Organization [or Economic Cooperation and Development
{OECD), which consists of 24 industirialized countries including
Canada, has established guidelines setting out an acceptable
[ramework of reciprocal rights and responsibilities between
multinational enterprises and host governments.

Alcan supports and complies with the OECD guidelines,
and the Company's own siatement, Alcan, Its Purpose, Objectives
and Policies, is consistent with them. This statement, first
published in 1978, has been distributed in 11 languages to Alcan
employces worldwide te strengthen the awarencss of the basic
principles and policies which have guided the conduct of
Alcan’s business over the years.

This statement. the Company’s annual information form
and its 10-K report are all available to sharchelders on request.
The latter two documents contdin a complete list of significant
Alecan Group companies worldwide.

AUDITORS ' REPORT

To the Shareholders of Alcan Aluminium Limited

We have audited the consolidated balance sheet of Alcan
Aluminium Limited as at December 31, 1993, 1992 and 1991
and the censolidated statements of income, relained earnings
and cash flows for cach of the years in the three-year peried ended
December 31, 1993, These financial stalements are the respon-
sibility of the Company’s management. Our responsibility is 1o
express an opinion on these financial statements based on our
audils.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform an audit 1o obtain reasonable assurance whether
the financial statemnents are free of material misstalement. An
audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An
audil also includes assessing the accounting principles used and
signilicant estimates made by management, as well as evaluating
the overall financial statement presentation.

In our opinion, these consolidated linancial stalemenis
present fairly, in all material vespects, the financial position of
the Company as at December 31, 1993, 1992 and 1991 and the
results of its operations and its cash flows [or cach of the years
in the three-year period ended Decernber 31, 1993, in accordance
with Canadian generally acceptled accounting principles.

Price Walcrhouse
Chartercd Accountants

Montreal, Canada
February 10, 1994



CONSOLIDATED

Consolidated Statement
of Income

(in millions of US$, cxcept per share amownits)

FINANCIAL STATEMEN

(in millions of USS)

Year ended December 31 1993 1992 1991
REVENUES B S - N '
Sales and operating revenues 57,232 $7,596 §7.748
Other income 75 69 82
7.307 7,665 7.830
COSTS AND EXPENSES o
Cosl ol sales and operating expenses 6,002 6,300 6.43%
Depreciation (note 1) 443 440 429
Selling, administrative and general expenses 351 396 633
Research and development expenses 99 125 131
Imerest 212 254 246
Other expenses 106 118 163
7413 7842 8039
Income (Loss) before ‘mcome— axes -and orhef_ilcnts_— : (106) : (177 : (229}
Income 1axes (nole 4) (13) (17 (104)
Income (Loss) before other items (93) {160} (1235)
Equity income {loss) (note 5) (12) 53 89
Minority intercsts 1 (3) —
Net income {Loss) (note 3) S04 $(112) S (36)
Dividends on preference shares 18 23 20
Net income {Loss) auributable to common shareholders 5 (-122) . 377(135) 7$ (56)
Nel income {Loss) per common share (note 1) $(0.54) $(0.60) ${0.23)
Dividends per common share 5 0.30 $ 045 $ 0.86
Consolidated Statement
of Retained Earnings
Year encled Decermber 31 1903 1992 1991
Remi;ed_e_amings - brcggi'n’ning of yca-r_ a - o - _ -
(Restated in 1992 — see note 2) 53,002 53,238 $3.600
Net income (Loss) {104) (112) (30)
2 898 3,126 3.964
Dividends — Common 67 1¢1 192
— Preference 18 23 20
-[_\’elaineid earzlaé:aa-afiy?r(lﬁo_m_ll )7 N I 52,813 83,662- a __55_3_52

TS



CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheet
(in millions of USS)

December 31 1993 1992 1591
ASSETS
Current assets
Cash and time deposils 5 8l $ 140 $ 203
Receivables 1,065 1,106 1,220
Inventories
Aluminum 684 780 917
Raw materials 258 278 337
Other supplies 314 342 391
1,256 1,400 1,645_
2,402 2,655 3,070
Deferred charges and receivables 350 312 348
[nvestments (note 3) 1,053 923 873
Property, plant and equipment (note 7)
Cost 11,092 11,015 11,144
Accumulated depreciation 5,087 4,759 4,619
6,005 6,256 6,525
Tolal assets $ 9810 $10.146 $10.816
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Payables 5 991 5 1,009 $ 1,148
Short-term borrowings 293 426 741
Income and other taxes 16 37 —
Debt maturing within one year 35 73 71
1,335 1,545 1,960
Debt not maturing within one year (note 6) 2,322 2,287 2,185
Deferred credits and other liabilities (note 8) 746 692 519
Deferred income taxes 888 955 1.126
Minority interests 70 48 84
Redeemable retractable preflerence shares (note 93 — — 9
Redeemable non-retractable preference shares (note 9) 353 353 203
Common sharcholders’ equity
Common shares (note 10} 1,183 1,178 1,171
Retained earmings (note 11) 2813 3.002 3352
Delerred translation adjustments (note 12) - 100 86 207
7 4,096 4,266 4730
Commitments and contingencies {note 13)
Toual liabilities and sharcholders” equity S 9810 $10,146 $10.816

Approved hy the Board:  Jacques Bougie, Direclor

Warren Chippindale, Director



Consolidated Statement
of Cash Flows

{in millions of US%)

Year ended December 31

OPERATING ACTIVITIES
Net incorne (Loss)

Depreciation

Deferred income 1axes

Equily income — net of dividends
Change in receivables

Change in inventories

Change 1n payables

Deferred iranslation adjusiments

Other - net

Cash from operaling activities

FINANCING ACTIVITIES
New debl
Debt repayments

Short-term borrowings — net
Commeon shares issued

Preference shares issued

Preference shares redeemed

Shares issued by suhsidiary companies

— minority interests

Cash frem (used l[or} financing activities

INVESTMENT ACTIVITIES
Property, plant and equipment
[nvestments

Sales of fixed assets and investments

Cash used [or investment aclivities

[ncrease (Decrease) in cash and time deposits
Cash of companies deconsolidated
Cash and time deposits — beginning of year

. CONSOLIDATED FINANCIAL STATEM
o i 1993 1992 1991
5(104) 5(112) $ (36)
Adjustments to determine cash [rom operating activities:
443 449 429
(54) (87) 33
31 (4) (46)
41 114 163
144 245 142
(18) {139 (96)
Change in income and other taxes payable 2D 37 &4
Change n deferved charges, receivables and credits 6 41 139
Changes in operating working capital due to:
{55} {93) (o)
Acquisitions, disposals and deconsolidations 12 (13 2
S N 19
I . S e 659
414 588 636
(382) (389) (262)
32 199 374
{124) (266) 2
3 7 15
— 150 —
- ©) —
_ — 21
Dividends — Alcan shareholders {including preterence) (85) (124) (212)
_ - w3
(172) (449 197
(251) (389) 819)
SN € L) B )N L3
(370} (474) (880)
B R § R
N € = 1) S G &) S (T
Effect of exchange rate changes on cash and iime deposits ) ® 6
(68) 37N 3
— 19, —
B 149 205 200
S 8l $ 149 %205

Cash and time deposits — end of year




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in millions of USS, except where Indicated)
1. Summary of Significant Accounting Policies

PRINCIPLES OFF CONSOLIDATION
The consolidated linancial statements, which ave expressed i U.S. dollars, the principal currency of Alcan’s business,
are prepared in accordance with gencrally accepted accounting principles (GAAP)Y in Canada. They include the
accounts of companies controlled by Alcan, virtually all of which are majority owned, Joint ventures, irrespective
ol percentage of ownership, are included 1o the extent of Alean’s participation. Consolidated net income also includes
Alcan's equity in the net income or loss of companics owned 30% or less where Alean has significant influence over
management. and the investment in these companies 1s nicreased or decreased by Alcan's share of their undistributed
net income or less and deferred wanslation adjustments since acquisition. Tnvestiments in companies in which Alcan
does net have signilicant inlluence over management are caried at cost less amounts written off.

Intercompany balances and transacticns, including profits in inventories, are chminated.

FOREIGN CURRENCY TRANSLATION
The linancial statements ol sell-sustaining {oreign operations are translated into U.S. dollars a1 prevailing exchange
rates. Differences arising [rom exchange rate changes are included in the Delerred translation adjustments (DTA)
compenent of Common sharcholders’ equity. Il there is a reduction in the Company’s ownership in a toreign
operation, the relevant portion of DTA is recognized in Other income or Other expenses at that lime.

Ciains or losses on forward exchange contracts or currency options, which serve 1o hedge certain identifiable [oreign
currency exposures, are recognized on their maturity or contract expiry dates and are included in Sales or Cost
ol sales, as applicable,

Orther gains and losses [rom loreign currency denominated items are included in Other income or Other expenses.

FORWARD METAL CONTRACTS AND OPTIONS

Gains or losses on [orward metal contracts and options, which serve o hedge certain identifiable aluminum price
exposures, are recognized on their maturity or contract expiry dates and are included in Sales or Cost of sales,
as applicable.

INVENTORY
Aluminuim, raw materials and ether supphes are siated at cost {determined for the most part on the menthly average
method) or net realizable value, whichever is the lower.

DLEPRECIATION

Depreciation is caleulated on the straight-line method using rates hased on the estimated useful lives ol the respective
assels. The principal rates are 21/2% lor buildings and range [rom 1% 1o 4% for power assets, and 3% 10 6% for
chemical, smelter and fabricating assets.

NET INCOMI(LOSS) PER COMMON SHARE

Netingome (Loss) per common share is calculated by dividing Net income (Loss) atiributable Lo common
sharcholders by the average number of commen shares outstanding (1993: 223.9 million; 1892: 223.6 million;
1991: 2231 million).

2. Accounting Change

Ellective January 1, 1992, post-retirement benelts other than pensions are accounted [or on an accrual basis instead
of a cash basis. The ellect of this change, applied retreactively, was 1o decrease Retained earnings at the heginning
ol 1892 by S114, and to increasc the loss in 1993 hy $7 {$0.03 per commeon share) and in 1992 by S8 ($0.04 per
common share). See also note 13.



NOTES TO CONSOLIDATED FINANCIAL STATEM

ENTS

3. Dillerences Between Canadian and United States Generally Accepted Accounting Principles
(GAAP)

DEFERRED INCOME TAXKES

Under Canadian GAAP, delerred income 1axes are measured at 1ax rates prevailing al the time the provisions feor
deferred 1axes are made. Deferred income Laxes for U.S. GAAP ave revalued each period using currently enacted
1ax raLes.

Under Canadian GAAP. deferred income (axes of operations using the temporal method (integrated [oreign
operations and loreign operations lecated in hyperin(llationary economies) are translated at hustorical exchange rates,
while under U.S. GAAP delerred income Laxes of all foreign operations are translated at current exchange rates.
CURRENCY TRANSIATION
Under Canadian GAAP, unrealized exchange gains and losses on translation of long-term monetary items are
delerred and ameortized over the life ol those items. whereas, under U.S. GAAP, such gains and losses are absorbed
in income immediately.

SHARE PURCHASE LOANS
Under Canadian GAAP, share purchase leans to employees are classified as receivables, whereas such loans are
deducted [rom the stated value of common shares under U.S. GAAP.

RECONCILIATION OF CANADIAN AND US. GAAP

1993 1902 1991 -
As u.s. As U.s. As U.s.
Reported GAAP Reported GAAP Reported GAAP
Net income (Loss) from
continuing operations belore
cumnulative eflect of accounting
changes” S (104 S (B9 S(112y % (39 S (36) 5 31
Cumulative elfect on prior
years ol accounting changes — 106 — (114) = =
Net income {Loss) S04y s 17 $(112) % (133) $ (360 % (3].)
Net income {Loss) attributable
lo common shareholders S(122y s (1 $(135) § (176) $ (50) $ (51
Cumulative elfect on prior years
of accounting changes
per common share § — S 0.47 $ — $0.50) S — S —
Net income {Loss) :
per common share $(054) & — S0.60)  SOTY S(0.2%) S0.2H
Deferred income Laxes
— December 31 S 888 S 740 5 055 3 8O8 51,1206 51,134
Common shares
— December 31 $1,183 $1,173 - 51,178 §1.165 51171 51.156
Retained earnings
— December 31 52813 53,024 $3.002  $3.002 $3352 33,369
Deferred translation
adjustments (DTA)
— December 31 $ 100 s 12 $ 86 s 29 $ 207 $ 149

“In 1993, $17 {363 in 1992) ol the dillerence between “As Reported™ and “U.S. GAAP” relates to accounting lor deferred income
laxes,

Effective January 1, 1993, for U.S. GAAP reperting. the Company adopted the Financial Accounting Standards Board (FASB)
Statement No. 109, Accounting [or Income Taxes. The eflfect of this change, applied retroactively, was to improve US, GAAP
Netincome (Less) in 1993 by $94, of which $106 related to the cumulative eftect on pricr years.

The cumulative clect on prior years of the change in accounting for pest-retirement benefits other than pensions was charged

to Retained earnings at the beginning of 1992 under Canadian GAAP and 1o the loss for 1992 under U.S. GAAP,



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

3. Differences Between Canadian and United States Generally Accepted Accounting Principles
(GAAP) (contd)

The principal items included in Delerred income taxes under U.5. GAAP are:

December 31

1993
Liabilities:
Depreciation 51,011
Undistributed earnings of equity companies 74
Inventory valuation 70
Other 30

1,185
Assels:
Tax benefit carryovers 355
Accounting provisions net currently deductible for 1ax 195
Other 14
564
Valuation allowance B 119
Net deferred income tax liability $ 740

Under 1.8, accounting regulations applicable prior to 1993, delerred income tax expense consisied of the
following elements:

1992 1691
Tax benefit carryovers $ (98) 3 (45
Depreciation 62 98
Accounting pravisions not currently deductible for 1ax {23 (42)
Research expense carrvovers — 13
Inventory valuation )] 2
Investment 1ax credits (4 (2)
Other — net {20) 4

5 (87) s 33

The difference between DTA under Canadian GAAP and U.S. GAAP arises principally from the different treatment
of exchange on long-term debt at January 1, 1983 resulting from the adoption of new accounting standards on foreign
currency translation.

Net income from continuing operations on a U.S. GAAP basis for the years 1990 and 1989 was $537 and $827,
respectively, compared to $543 and $835, respectively, as reported. Net income [rom continuing operations per
common share on a U.S. GAAP basis for the years 1990 and 1989 was $2.30 and $3.54, respectively, compared

10 $2.33 and-$3.58, respectively, as reported.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4. Income Taxes

1693 1992 1991
Income {Loss) belore income taxes and other items
Canada $ (67) $2001) $(199)
Other countries (39) 24 30
(106) (177 (229
Current income taxes
Canada 9 — (162)
Other countries 32 70 25
' 41 70 (137)
Delerred income taxes
Canada . 24 (62) 63
Other countries (30) (23) (30
(54) {(87) 33
Incorme 1ax recovery $ (13) $ {17 §(104)

The composite ol the applicable statutory corporate income tax rates in Canada is 40.0% (1992: 39.2%; 1991:
38.1%).The [ollowing is a reconciliation of income taxes calculated at the above composite statutory rate with the
income 1ax provision: '

1993 1992 1991
Income taxes at the composite statutory rate $ (42) $ (69 3 (87)
Differences attributable to:
Exchange translation irems 13 38 {1}
Unrecorded tax benefits on losses — net 9 1 47
Investment and other allowances (13) (12) {16)
Large corporations tax 7 9 8
Withholding taxes 7 & 5}
Reduced rate or tax exempt items (2) (2) {43}
Foreign tax rate differences (1) — (4)
QOther — ne1 9 12 (14
Incorne tax recovery $ (13 § (1D $(104)

In 1993, $59 of benelits related to income tax loss carryforwards were recorded in deferred income tax expense.
Based on rates of exchange at December 31, 1993, additional benefits of approximately $94 relating to prior and
current years' tax losses will be recognized in income when realized.



NOTES 7T79___C_O_N7807LIDATED FINANCIAL STATEMENTS

5. Investments

1993 1992 1991

Lompnmes accounted for under the cquny method $1.043 $ 900 % 852
Other nvestments - at cost, less amounts written off o 421
$1.053 $ 023 $ 873

The activities of the major equity-accounted companies are diversificd aluminum operations in Japan, an aluminum
rolling operaiion in Germany and the procurement and processing of raw materials in Australia, Brazil and Guinea.
Their combined resulls of operations and financial position are suminarized below:

1993 1992 1691
Results of operations for the year S
Revenues 57,637 $7.217 $7.121
Costs and expenses 7,399 6811 8519
Income b belore ¢ income l;\C_G_ S ?23_8 406 T e02
ImomL Laxes 217 217 344
Net income $ 21 s 189 5 258
Alcan’s sharc of netincome (loss) 5 (1)) $ 53 5 89
Div 1dmd5 received by Almn - —g__lqii?i@ﬁ—;i’rg
Finandial positien at December 31
Currenl assets $3.945 $4.049 $4,602
Current hahilities 3,389 3.825 3,946
Working capial 55 224 656
Property, plant and equipment — net 4,067 3.445 2,740
Other assets (I 13\]31_1117@5)7— net S g___*(idﬁ),, I ). b4
- 4483 3616 3,460
Debt not maturing wuhm one year 1921 1,320 1,255
Netassets ' S s1562 755567 82205
Alcams equity in net assets (noe ) S1043  $ 909 S 852

On December 31, 1993, the quoted market value of the Company’s investments in Nippon Light Metal Company,
Licl. (NLM) and Toyo Aluminium K K. (Toyal) was $1,248 compared (o their book value of $6532,



6. Debt Not Maturing Within One Year

Acceptances and commercial paper (a)

11.25% Debentures

9 4% Debentures, due 1995

8.2% Debentures, due 1996

9.7% Debentures, due 1996

Lira bank loans, due 1996/1999 (.75 billion) (h)

Deutschmark hank loans, due 199672005 (DM290 million) (b}

12435 Canadian dollar debentures, due 1997 ()
9.1% Debentures, due 1998

9 875% Debentures (d)

5.875% Debentures, duc 2000 (¢}

929 Dehentuares, due 2001 ()

3.375% Swiss franc bonds, duc 2003 {¢)
CARITA loan, due 2006 (g)

9.5% Debentures, due 2010 (h)

9.625% Sinking lund debentures, due 2019 (h)
8.875% Debentures, due 2022 (i)

Other debr, due 2001

Alcan Aluminum Corporalion
993065 Bank lean, due 1993
0.375% Debentures, due 1997 (j)
7.25% Debentures, due 1999 (j)
Other debt, due 199472013

British Alcan Aluminium ple and subsidiary companies
Bank loans, due 1996/2001 (£38 million) (k)

Bank loan, due 1999 (£55 million) (k)

10.375% Debentures, due 2011 {£30 million)

Other debt. due 2001

Alcan Dewtschland GmbH and subsiciary companies
7.19% Bank loans, due 1994/2001 (DM35 mullion)
Bank loans, due 1997 {DM55 nullion) (1)

Other comparnics

Bank loans, due 1994/1999 (k)
3.625% Swiss franc bank loan
4% Furodollar exchangeable debentures, due 2003 (1)
Other debt, due 1994/2004

Debt maturing within one vear included in current liabilities

S

1993

150
150
125

44
167
107
125

130
150
105

60
[00
130
150

25
150
100

20

8>
81
44

20
32

NOTES TO CONSOLIDATED FINANCIAL

1992

S 12
150
150
125

51

93

107

125

100

130
105
60
100
130
150
9

25
150
100

24

73
91
43
11

29
34

42
27
31
39

2,360

STATEMENTS

1991

120
100
150
130
125

43

33
107
125
100
150
105

B0
100
150

19

25

24

127
93
50

15

42
36




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6. Debt Not Maturing Within One Year (contd)

{a) Acceprances and commercial paper are issued in Canada at market rates and are [ully backed by a long-term
credit agreement amounting 10 CAN$250 million. In addition, the Company has available in Canada and the
Uniicd States long-lerm revolving credit agreements totalling $720 which provide for loan facilities with interest
related to U.S. LIBOR (London Interbank Offered Rate).

(b} Interest on principal amounts of lira 50 billion and DM220 million loans bearing interest at rates tied 1o lira
and DM LIBOR, respectively, was swapped for penods of one to two years, al rates tied to U.S. LIBOR. Interest on
DM150 million has been capped at 6.3% with a floor of 5.23%.

{c) The Canadian dollar debentures were issued as CAN$125 million and the Swiss franc bonds as SFr1 78 million.
Both debts were immediately swapped for $107 and $105 at ellective inlerest rates of 9.82% and 8.98%. respectively,

{d} The debentures, called for redemption as of January 15, 1894, were effectively extinguished in December 1993
through a transaction whereby the Company placed government guarantecd securities in a trust, the sole pur-
pose of which was 1o fund the redemption.

(¢) Through an interest rate swap the Company has effectively converted the interest on the debentures Lo a rate
tied 1o U.S. LIBOR for the peried 1o October 1996.

{[) The Company has the right, beginning in 1998, to redeem the debentures at 100% of the principal amount.

(g) The Canbhean Basin Projects Financing Authority (CARIFA) loan bears interest at a rate related to U.S. LIBOR.
The interest was immediately swapped for five years av a fixed rate of 6.74% . The Company has the option 1o
redeem the loan on May 1, 1996 and on August 1, 2001, when interest rates are renegotiated.

(h) In certain circumstances prior to January 3¢, 1995 for the 9.3% debeniures, or July 30, 1994 for the 9.625%
sinking [und debentures, the rate of interest must be adjusted or the debentures redeerned by the Company at
103%. If similar circumstances occur between January 30, 1995 and January 30, 2000 for the 9.5% debentures,
or beoween July 30, 1994 and July 30, 1999 [or the 9.625% dchentures, the holders may retract the debentures
at 100%.

(i) The interest was swapped unul 1995 at a rate tied to U.S. LIBOR. The Company has the right to redeem the
debentures during the years 2002 10 2012 at amounts declining frem 104% 1o 100% of the principal amount.



NOTES TO CONSOLIDATED FINANCIAL STATEME

6. Debt Not Maturing Within One Year (conrd)

(i} The lollowing is summanzed consolidated financial information for Alcan Aluminum Corporation, a wholly-
owned subsidiary which consolidates virtually all of the Company’s operations in the United States:

o - - o _ 1993 1992 19‘91
Results of operations [or the year
Revenues $3.028 $2.770 $2.780
Cosl and expenses _ 3,100 2,794 2,740
income (Loss) before income laxes (72) 24) 40
Inco_me taxes (24) (6) ) 16
Net income {Loss) S (48) g (18) $ 24
Financial position at December 31
Current assets $ 600 $ 485 $ 345
Current liabilities _ B 578 425 684
Working capital 22 60 (139
Property. plant and equipment — net 916 937 868
cher assels (liabilities) — net ) - (100) (99) 16
838 898 745
Debt not maturing within one year - 283 295 49
Nel assets $ 355 $ 603 S 6906

The above figures are prepared using the accounting principles [ollowed by the Company {sce note 1), except that
inventories have been valued principally by the last-in, first-out (LIFO) method.
Results of operations included after-tax rationalization charges of $8 (1992:515; 1991:329).

(k) Interest rates fluctuate principally with the lender’s prime commercial rate, the commercial bank bill rate, or are
tied 1o LIBOR rates.

(I) Debenture holders are entitled 1o receive at their option 1,772 common shares held by the Company in NLM,
a related company, in exchange for each ten thousand dollar principal amount of debentures. The Company can
redeern the debentures between the years 1994 and 1999 at amounts declining from 103% 10 100% of the principal.

In addition, the Company has swapped, to 1993, a portion of its mnterest payments on $300 of its fixed rate ponfolio
in exchange for interest payments tied to U.S. LIBOR. The Company has swapped, 10 1998, the interest payments
on the equivalent of $100 of its floating rate porifolio in exchange for fixed interest payments.

The Company may be exposed o losses il the counterparties to the above swap agreements [ail 1o perform; however,
the risk of such non-performance is remote.

On Decerntber 31, 1993, the fair value of the Company’s long-term debt totalling $2,357 was 52,545, based on market
prices [or the Company's lixed-rate securities and the book value of variable-rate debt.

On December 31, 1993, the cash surrender value of the Company's interest rate swaps was $(7) based on interest
rate differentials.

Based on rates of exchange at year-end, debt repayment requirements over the next five years amount 10 $35 in 1994,
$215in 1993, $261 in 1996, $309 in 1997 and $210 in 1998.

In addition 1o the facilitics described in (a} above, the Company hus additional unused committed credit lines
of approximately $260,

NTS



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7. Property, Plant and Equipment

) - _ 1993 1992 1991
Cosl
Land and property rights § 149 $ 150 £ 160
Buildings, machinery and equipment 10,301 10,022 9,993
Conslru_clion wc}rk in progress (note 13) __642 7 84377 ) 99 l__
511,092 $11,013 S11,144

Accumnulated depreciation relates primarily to Buildings, machinery and equipment.
Capital expenditures and investments, net of dispesals, are expected 1o be about $300 in 1994,

8. Deferred Credits and Other Liabilities

Deferred credils and other liabilities comprise mainly deferved gains and revenues as well as provisions for
rationalizaticns and environmental liabilities, post-retirement benelits other than pensions, claims against the
Company and other contingent habilitics. The increase in 1992 resulted mainly from the change in accounting
policy for post-retirement henelits other than pensions,

9. Preference Shares

AUTHORIZED:
2,000,000 Cumulative Redeemable First Preferred Shares, an unlimited number ol Prelerence Shares issuable in
series, and an unlimited nuinber of Junior Prelerred Shares. All shares are without neminal or par value.

AUTHORIZED AND QUTSTANDING:
During 1992, Alean redeemed the 400,000 series F redeemable retractable preference shares, which were authonzed
and oulstanding in 1991 with a siated value of §9, for CANS$25.00 per share.

In each of the years 1993, 1992 and 1991, there were autherized and outstanding 3,700,000 series C,
1.700,000 series D and 3,000,000 series E redecmable non-retractable prelerence shares with stated values ol $106,
343 and $534, respectively. In 1992, 300 series G redeemable non-retractable prelercnce shares were issued for
a cash consideration of $150.

Outsianding shares are eligible for quarterly dividends as lollows:

— Prelerence, series C, D and E — An amount related 10 the average of the Canadian prime interest rates for
series C and E, and the average of the U.S. prime interest rates lor series D, quoted by two major Canadian
banks [or stated periods.

— Prelerence, serics G — An amount related 1o U.S. LIBOR until August 20, 19095, Subsequently, the dividend
rate and reset date are 1o be renegotiated.

Oulsiznding shares may be called {or redemption at the option of the Company on 30 days’ natice as follows:

— Prelerénce, series C and E {(denominated in Canadian dollars) and D (denominated in U.S. dollars) — At-$25.00
per share.

- Preflerence, series G — Al 500 thousand dollars per share on dividend reset dates on or alter August 20, 1993,
but prior 1o May 21, 2002,

Any partial redemption musi be made on a pro-rata basis or by lot.

Preference. series G shaves may be converted at the option of the holder inte the Company’s common shares on

May 21, 2002, at a rate related to the markel value of the common shares at the conversion date.
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10. Common Shares

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

Number (in thousands) Staled Value
1993 1692 1991 1993 1992 1991

Qutstanding - beginning

of year 223,807 223,420 222,667 $1.,178 $1.171 $1.198
[ssued [or cash:
Executive share option plan 110 87 169 2 1 3
Dividend reinvestment and
~ share purchase plans 143 300 384 3 G 12
Outstanding — end of year 224,060 223,807 223,420 $1,183 $1.178 $1.171

Under the executive share option plan, certain employees may purchase common shares at market value on

ihe eflective date of the grant ol each option. The average price of the shares covered by the outstanding opticns
is CANS$23.94 per share. These options expire at various dates during the next 10 years. Changes in the number
ol shares under option are summarized below:

Number (in thousands)

1993 1992______ 1991
QOutstanding — beginning of year 2,247 1,841 1,517
Granted 1,703 541 521
Exercised {110 (87 (169)
Cancelled {100) (48) (28)
Ouuistanding — end of year 3,740 2,247 1,841

SHAREHOLDER RIGHTS PLAN

In 1990, shareholders approved a plan whereby each common share of the Company carries one right io purchasc
additional comimon shares. Such rights are net currently exercisable but may become so in a variety of circumstances,
the most important of which would arise upon the acquisition by ane person, or a relawed group, of 209 or more
of the Company’s outstanding voting shares. Holders of rights, with the exception of such person or greup, in such
circumstances will be entitled 10 purchase [rom the Company, upon payment of the exercise price (currenily $100.00).
such number of additional common shares as can be purchased for rwice the exercise price based on the market
value of the Company’s common shares at the time the rights become exercisable. Also, in the cvent ol a proposed
transaction such as an amalgamation, all holders of the Company’s commen shares will have the right 1o purchase
[rom the ather amalgamaung entity, common shares of that entity at a 50% discount 10 market,

The rights expire in 1995, but may be redeemed earlier by the Company {or 1 cent per right in certain events.
In additien, the Plan must be submitted for reconfirmaticn by the sharebolders ar the 1995 Annual Meeting.

The Plan provides a procedure whereby a person making a take-over bid, satislying certain [airness tests, and
provided such person holds 5% or less of the Company’s voting shares at the time of the bid, may request shareholder
approval of the bid at a sharcholder meeting. [ the sharehelders, other than such person, approve the bid by
a majority of votes cast, the bid will be permitted 1o proceed without the rights becoming exercisable.



NOTES TO CONSQLIDATED FINANCIAL STATEMENTS

40

11. Retained Earnings

Consolidated retained carnings a1 December 31, 1993, includes $411 of undistributed earnings of companies
accounted for under the equity method and $1,490 of undistributed earnings of subsidiaries, some part of which
may be subject to certain taxes and other restrictions on distribution 1o the parent company; no provision is made
for such 1axes because these earnings are reinvested in the business.

12. Currency Gains and Losses

The {ollowing are the amounts recognized in the financial stalements:

o ) 1993 1992 1991
Currency losses 5 5 $ 21 $ 11
Deferred translation adjusiments:

Balance — beginning of year S 86 $ 207 $1806
Effect of exchange rate changes 14 (120) 21
Losses (Gains) realized ) — (D —
Balance — end ol year 7 S100 $ 86 $207
Gains (Losses) on forward exchange contracts and currency options S (3) S (3 $ 51

The market value of cutstanding forward exchange contracts and currency eptions totalling $2,506 a1 Decermber 31,
1993 was $2.495. These contracts and options mature or expire over the next three years. The Company may be
exposed to losses in the future if the counterparties for the above contracts and options fail 10 perferm; however,
the risk of such non-performance is remore,
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13. Commitments and Contingencies

To ensure long-term supplies of bauxite and access 10 alumina and fabricating facilities, Alcan participates in several
long-term cost sharing arrangements with related companies. Alcan’s fixed and determinable commitments, which
coniprise long-term debt service and “take-or-pay” obligations, are estimated at $108 in 1994, $90 in 1995, $35
in 1996, $89 in 1997, $32 in 1998 and $34 thereafier. Total charges from these related companies were $280

in 1993, $309 1n 1992 and $331 in 1991. In addidon, there are guarantees for the repayment of approximately
$13 of indebiedness by related companies. Alcan believes that none of these guarantees is likely (o be invoked.
Commitments with third parties for supplies of other goods and services are estimated at $51 in 1994, $51 in
1995, $31 in 1996, $22 in 1997, $42 in 1998 and $327 thereafter. Toial fixed charges from these third parties
were $28 in 1993, $35 in 1992 and $43 in 1991.

At December 31, 1993, the Company had cwstanding forward purchase contracts for 393,000 tonnes of metal.
These contracts, along with sales options for 84,000 tonnes, mature over the next two years and serve 1o hedge a
portion of the Company’s aluminum price exposures. The Company may be exposed to losses if the counterparties
fail 10 perform.

Minimum rental obligations are estimated at $66 in 1994, $54 in 1993, $39 in 1996, $23 in 1997, $18 in 1998
and $63 thereaiter. Total rental expenses amounted to $112 in 1993, $114 in 1992 and $118 in 1991,

In 1981, Alcan suspended construction of the Kemano Completion Project, for ihe installation of additional
hydroelectric power generating capacity at the Company's existing site in British Columbia, due to uncertiainties arising
from certain judicial proceedings. In 1993, the Company announced it was participating in the British Columbia
government’s public review of the project. The public review is expected o be completed in 1994. Because of
continuing uncertainties, the Company is unable, at the present time, to forecast the probable outcome of this project.
Prior to suspension, Alcan had incurred $500, including capitalized interest of $50. This amount is included
in Property, plant and equipment, mainly in Construction work in progress. The interruption in construction and
the delay in completion will inevitably result in an increase in capital costs above previous estimates, which could
adversely affect the potential profitability of the project.

Payment terms for certain assets acquired in 1985 included contingent consideration in the form of abatable
prejerred shares. Abatemnent is determined by the price of aluminum ingot products up o Decemnber 1994. Based on
current and anticipated prices, the Company does not expect to incur any liability in respect of these shares.

Alcan, in the course of its operations, is subject to environmental and other claims, lawsuits and contingencies.
Accruals have been made in specific instances where it is probable that liabilities will be incurred and where such
liabilities can be reasonably esiimated. Although it is possible that liabilities may arise in other instances for which
no accruals have been made, the Company does not believe that such an outcome will signiflicantly impair its
operations or have a material adverse eflect on its financial position.

In addition, see teference to debt repayments in note 6, capital expenditures in note 7, and forward exchange
contracts in note 12,
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14. Supplementary Information

1993 1992 1991

Inceme slatement
Repairs and maintenance S 545 $ 612 S 0640
Taxes, other than payroll and income 1axes 128 134 141
Interest on leng-term debt 198 209 197
Capitalized interest (17) {13} (40}
Balance sheet
Payables

Accrued employment costs $ 232 $ 238 241
Short-term borrowings

Corumercial paper 30 — 284

Other {principally from banks) 263 426 457
Statement Ol. cash ﬂO\‘\"S

Intevest paid S 233 $ 238 S 278

Income laxes paid (recovered) 39 (69) 51

Non-cash [inancing and investing activities:

In 1992, the Company exchanged half ol its 24% interest in Mineracdo Rio do Norte S.A., with a book value of
542, lor a 10% interest in the alumina assets of the Alumar Conserium and exchanged its interests in Malaysia,
Thailand and China. having a hook vaiue of $39, {or additional shates in NLM. No gain or loss was recorded on

these transactions.

Alliime deposits qualily as cash equivalents.

15. Post-Retirement Benefits

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 10 all employees. Most plans provide pension benefits that are hased
on the employee’s highest average eligible compensation during any consecutive 36-mounth period before retirement.

Plan asscts consist primarily of listed stocks and honds.

Alcan’s funding policy is to contribute the amount required te provide for benefits auributed to service 1o date,
with projection of salaries to retirement, and 1o amortize unfunded actuarial liabilities for the most part over perieds

ol 15 years or less.

) 1993 1992 1991

Service cost for the year $ 88 $ 91 £ 82
Interest cost on projected benefi: ebligations 216 227 220
Actual return on asscls (317> (260) (429)
Variance of actual return rom expected long-term rate of 8.4%

(8.4% in 1992 and 8.3% in 1991) being deferred, and

amortization of gains and losses ) 237 (8 186
Net cost {or the year S 44 $ 50 $ 59
The plans’ funded status at December 31 was:
Actuarial accumulated benefit obligation,which is substamially vested 52,657 $2,417 $2,533
Plan assets at market value $3,304 $2.,983 J$3,125
Actuarial projected benefit obligation based on average compensation

growth of 4.9% (3.9% in 1992 and 6.0% in 1991) and discount

rac of 7.1% (8.2% in 1992 and 83% in 199 3,047 2,781 2915
Plan assets in excess of projected benefit obligation 257 202 210
Unarmiortized actuarial gains — net” (313 (382) (366)
Unamontized prior service cost* 338 337 354
Unamortized portion of net surplus at January 1, 1986+ (134) (168) (1949
Net pension asset (liahility) in balunce sheet S (52) s (1D $ 4

*Being amoruized over expecled average remaining service of employees, generally 15 years.
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15. Post—Retirement Benefits (concd)

OTHER (See nole 2}
The Company provides life insurance benefits under some of 1ts retiremeny plans. Certain early retirement arrange-
ments also provide for medical berelits, generally only until the age of 65. These plans are ol lunded.

1993 1992
Service cost for the year ' $ 6 $ 6
Interest cost on accumulated benefit obligation 14 14
Amortization of gains and losses (1 —
Total cost [or the year $ 19 $ 20
Under the previous accounting method, the cost of these benelits was $7 in 1991,
1993 1962
Accumulated beneflit obligation (ABQ) based on average compensation
growth of 5,19 (6.0% in 1992) and discount rate of 6.7% (7.7% in 1992):
Active employees
—not fully eligible $ 84 $ 77
— fully eligible 29 34
Retired employees 96 77
Total ABO 209 188
Unamortized gains — net 4 —
ABQ in balance sheet $213 $188

The assumed health care cost trend rate used in calculating the above amounts was 14% in 1993 (16% in 1992),
decreasing gradually to 4.5% (5.5% in 1992) in 2006. I the average of such rate was increased by 1%, the ABO
would increase by approximately $14 and the periodic cost of post-retirement benelits other than pensions
would increase by approximately $2 per year.

16. Subsequent Event

On Januvary 13, 1994 the Company announced that it would temporarily close, beginning in early 1994,
156,000 tonnes of its annual primary aluminum production capacity.
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CONSOLIDATED

17. Information by Geographic Areas

_ 7 Location 1993 1992 1991
Sales and operating Canada $ 1,800 $ 1825 $ 1973
revenues — subsidiaries United States 333 314 273

South America 10 40 53
Europe 157 165 169
Pacific ol 73 80
All other - 287 305 342
Sub-total 2,648 2,722 2.890
_Consolidariolzliminalions- L2,648) (2,722) (2,850
Total S — $ — g _
Sales and operating Canada § 911 $ 996 % 1,000
revenues — third partics United States 2,689 2,452 2,497
South America 468 418 440
Europe 2,432 2.899 2874
Pacific 686 782 863
All other _ 46 40 B 74
Total $ 7,232 $ 7,596 $ 7,748

Sales 1o subsidiary companies are made at fair market prices recognizing volume,

contiruity of supply and other factors.

Nel income (1Loss) Canada s (32 $ (120 $ 0
United States (37) (18) (14)
South America (8) (4 (73)
Europe (31 — 4
Pacilic (9) 48 68
All other 28 30 40
Consolidation eliminations 5 8 45
Total $ (104) $ (112) S (36
Total assets Canada $ 4,242 $ 4314 $ 44206
at December 31 United States 1,718 1,639 1,046
South America 822 819 825
Europe 2,562 2,806 3.008
Pacific 1,154 1,170 1,253
All other 394 402 402
Coensolidation eliminations (1,082) {(1,004) (804)
Total $ 9.810 $10,146 $10.816
Capital expenditures Canada $ 66 $ 69 5 310
United States 64 143 197
South America 16 23 43
Europe 187 185 258
Pacific 10 34 36
All other 27 20 36
Total s 370 $ 474 $ 880
Average number Canada 13 14 13
of employees United States 7 7 7
{in thousands) South America 7 7 8
Europe 15 16 18
Pacific 3 4 4
All other 1 1 2
Total 46 49 54




QUARTERLY FINANCIAL

DATA

(in millions of UUSS)

(unaudited) o First Second Third Fourth Year
1993
Revenues $1,750 $1,873 $1,824 S1.8.60 $7.307
Cost of sales and operating expenses 1,424 1,559 1,492 1,527 6,002
Depreciation 109 112 110 112 443
Incomce taxes : 1 (3) 5 (14) (13)
Other items o 236 242 230 271 979
Net income {Loss)1? $ (200 % (35) S (13) $ (36) S (104)
Dividends on prelerence shares 5 4 5 4 18
Net income {Loss} attributable

to common shareholders $§ (250 % (39) 5 (18) 5 (400 s (122)
Net income (Loss) per commeon share (in US$)(2) $(0.11)  $(0.18) $(0.08) $(0.17) $(0.54)
Net income (Loss) under U.S. GAAP{3X3) $ 79 $ (23) % 13 $ (32) § 17
199204
Revenues 51,855 $1,977 $1,970 $1,863 $7,665
Cost of sales and operating expenses 1,532 1,621 1,610 1,537 6,300
Depreciation 109 112 112 116 449
Income taxes (6) 1 11 (23) {17
Other items 235 272 249 289 1,045
Net income (Loss ) $ (13)  § Q29 $ (12 5 (38 % (112
Dividends on prelerence shares 4 5 4 10 23
Net income (Loss) attributable

10 common sharehoelders $ (19 $ 34 § 16y $ (6a) % (13%)
Net income (Loss) per commen share (in US$)32 $(0.09)  $(0.15) $(0.07y ${0.29) 3(0.60)
Net income {Loss) under U.5. GAAPH) $(108) % (23 § 24 $ 44§ (153
1991
Revenues $1.966 $2,032 $1,975 $1.857 $7.830
Cost of sales and operating expenses 1,602 1,674 1,606 1,573 6,435
Depreciation 107 106 106 110 429
Income taxes 16 13 13 (120} (104)
Other items 242 244 270 330 1,086
Nel income (Loss){? I O I TR ) B 6 $ (36 $ (36)
Dividends on prelerence shares 5 5 5 3 20
Net income (Loss) attributable

10 common shareholders $ B s o s 1 $ (41> $ (56)
Net income (Loss) per common share (in US$)2) $(0.03) s & — $(0.18) $(0.25)
Nel income (Loss) under U.S. GAAP® $ M % (12 & (I s (U % (3L

() The first, third and fourth quarters of 1993 included after-tax rationalization charges of $6. $6 and $25, respectively.
The first and fourth quarters of 1992 included after-tax environmental and rationalization charges of $9 and $49, respectively.
In 1991, $7, $17, $39 and $39 of such charges were included in the respective quarters, offset by a gain on sale of land by NLM
of $8 in the third quarter and a 1ax credit in Germany n the fourth quarter.

{2} Net income (Loss) per common share calculations are based on the average number of common shares outsianding in each
peried.

3) Effective January 1, 1993, the Company adopted the Financial Accounting Slandards Board (FASB) Stateruent No. 109,
Accounting for Income Taxes, for U.S. GAAP reporting. The effect of this change, applied retroactively, was 1o improve U.S.
GAAP Net income {Loss) for the lirst quarter by $107, of which $106 related 1o the cumulative effect on prior years.

4 The cumulative eflect on prior years of the change in accounting for post-retitement benefits other than pensions amounting

o $114 was charged to Retained eamings at the beginning of the first quarter of 1992 under Canadian GAAP and to Net income
(Loss) for the first quarter of 1992 under U.S. GAAP. (See note 2)

) See note 3 to the consolidated financial stalements for explanation of differences between Canadian and U.S. GAAP.
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7‘4 - 47

_ B B 1993 1992 1991 1990 1989 1988 1987 1986 1985 1984 1983
CONSOLIDATED INCOME Revenues —_— A i
STATEMENT ITEMS Sales and operating revenues 7,232 7.596 7.748 8,757 8,839 8,529 6,797 5,956 5,718 5,467 3208
(in mullions of US$) _ Other income 75 69 82 162 208 97 81 100 ‘1 13 '109 ' 97

) 7,307 7,665 7830 8.919 9.047 8,626 6,878 6,056 5831 5576 5305
Costs and expenses -_— e I
Cost of sales and operating expenses 6,002 6,300 6,455 6,996 6,682 6,072 5117 4,635 4,692 4,228 4,185
Depreciation 443 449 429 393 333 316 296 276 258 ‘250 '2 38
Selling, administrative and general expenses 551 596 635 659 600 525 447 406 385 393 392
Research and development expenses 99 125 131 150 136 132 95 77 77 66 6(_)
Interest 212 254 246 197 130 137 177 202 232 244 255
Special charges and rationalization expenses — — — — — — — . 416 _ -
Other expenses 106 118 163 65 62 91 113 52 53 38 32
Income taxes (13) (17 (104) 126 350 497 230 134 (123) 114 58
Minority interests 1 (5) — 6)) (16) (22) (5) (2) 3) (5) 9
Equity income (loss) (12) 53 8 211 97 97 35 5 15 46 10
“Net income (Loss) (104) (112) (36) 543 835 931 s A T T T
Preference dividends 18 23 20 22 21 30 36 33 33 31 31
*Net income (Loss) attributable to common shareholders (122) (135) (56) 521 814 901 397 244 ?Tgro) o 253 5
CONSOLIDATED BALANCE Working capital 1,067 1,110 1,110 1,222 1,376 2,115 2,039 1,660 1,452 1,488 1,452
SHEET ITEMS Property, plant and equipment - net 6,005 6,256 6,525 6.167 5,260 4,280 3,965 3,949 3,875 3,600 3.550
(in millions of US$) Total assets 9,810 10,146 10,816 10,649 9,508 8,615 7,660 7.118 6.861 6,690 0.600
Long-term debt 2,322 2,287 2,185 1,796 1,079 1,199 1,336 1,366 1,600 1.350 1,499
Deferred income taxes 888 955 1,126 1,092 1,044 1,006 754 554 409 562 ‘537
Preference shares 353 353 212 212 212 211 405 421 398 403 337
Common shareholders’ equity 4,096 4,266 4,730 4,942 4,610 4,109 3,565 3,116 2,746 2916 2.799
PER COMMON SHARE *Net income (Loss) (0.54) (0.60) 0.25) 233 3.58 3.85 1.68 1.09 (0.81) 1.15 0.36
(in US$) Dividends paid 0.30 0.45 0.86 L12 112 0.59 0.39 0.35 0,49 0.53 0.40
Common shareholders’ equity 18.28 19.06 21.17 22.19 20.30 18.06 15.05 13.18 12.23 13.07 12.83
Market price - NYSE close 20.75 17.63 20.00 R 19.50 22.88 21.75 17.92 12.55 12.89 12.78 17.67
OPERATING DATA Consolidated aluminum shipments
(in thousands of tonnes) Ingot and ingot products 887 870 866 857 743 832 787 731 878 577 728
Fabricated products 1,560 1,389 1,333 1,488 1,518 1,446 1,410 1,388 1,340 1,213 1.174
Fabrication of customer-owned metal 91 206 145 81 75 80 99 107 100 83 105
Total aluminum shipments 2,538 2,465 2,344 2,426 2336 2,358 2,296 2,226 2318 1873 2007
Consolidated primary aluminum production 1,631 1.612 1,695 1,651 1,643 1.619 1,587 1.641 1.644 1.560 1.383
Consolidated aluminum purchases 865 675 591 646 718 716 593 489 463 496 320
Consolidated aluminum inventories (end of year) 403 418 463 447 539 480 496 579 625 708 534
** Primary aluminum capacity
Consolidated subsidiaries 1,711 1,711 1,676 1,685 1,685 1,680 1,680 1,841 1.841 1.646 1,619
Total consolidated subsidiaries
and related companies 1,862 1,862 1,827 . 1,836 1,836 1,831 1,861 1,905 1,905 2,097 2.070
OTHER STATISTICS Cash from operating activities (in millions of US$) 444 465 659 760 970 1,370 879 725 586 489 324
Capital expenditures (in millions of US$) 370 474 880 1,367 1,466 676 415 342 597 427 382
Ratio of total borrowings to equity (%) 37:63 37:63 37:63 33.67 26:74 26:74 27:73 31:69 37:63 34:00 36:64
Average number of employees (in thousands) 46 49 54 57 57 56 63 67 70 70 71
Common shareholders - registered
(in thousands at end of year) 28 32 34 38 40 41 46 49 59 67 59
Common shares outstanding (in millions at end of year) 224 224 223 223 227 228 237 237 225 224 218
Registered in Canada (%) 59 69 68 54 44 54 44 43 46 56 48
Registered in the United States (%) 40 30 31 44 54 43 53 52 49 39 48
Registered in other countries (%) 1 1 1 2 2 3 3 5 5 5 4
Return on average common shareholders' equity (%) 3) 3) N 11 19 24 12 8 (6) 9 3

All per-share amounts reflect the three-for-two share splits on May 5, 1987, and May 9, 1989,

*Extraordinary gains relating to income tax recoveries in the years 1983 to 1986 have been reclassilied and are included in income taxes.
See note 3 to the consolidated financial statements for U.S. GAAP information.

**Primary aluminum capacity has been restated 10 reflect better the actual production levels achieved over a period of time,
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SHAREHOLDER INFORMATION

COMMON SHARES
The principal markets for trading in the common shares are the New York and Toronte steck exchanges. The common
shares are also wraded on the Montreal, Vancouver, Midwest, Pacilic, London, Paris, Brussels, Amsterdam, Frankfur,
Basel, Geneva, Zurich and Tokyo stock exchanges.

The transler agents [or the commen shares are The R-M Trust Company in Montreal, Toronto, Winnipeg, Regina,
Calgary and Vancouver; Chemical Bank in New York; and The R-M Trust Company in England.

Common share dividends are paid quarterly on or about the 20th of March, June, September and December
to shareholders of record on or abeut the 20th of February, May, August and November, respectively.

Dividend Prices® and Average Daily Trading Volumes

New York Stock Lxchange (LJS$) Toronto Steck Txchange (CANS)
1993 LSS High Low  Close  Avg Daly [Tigh Low  Close  Avg Daly
Quarter Volume Valume
First 0075 19%4  1eifs 19/a 410013 23 21 24 370,260
Second 0.075 9% 17%s 191 395 663 25 21%s 25 464,620
Third 0.075 21%s 18U 189 342,242 28 23 247/ 303,797
Tourth 0.079 2% 18V 2004 329.895 295 24s 27 444 360
Year 0 3()_
1992
Quarier
First 0.15 2234 19Vs  19s 343498 261 223 227 305,660
Second 0.15 22 18%s 214 208 044 263 22Us 2577 343,060
Third 0.075 21%1 17V 17V 220,458 26 2138 21%s 242 70¢
TFourth 0.075 177/ 151 1738 273,630 223+ 19V 22%s 349,933
Year 0.45

* The share prices are those reported as New York Stock Exchange - Consolidated Trading and reported by the Toronto Stock
Exchange.

PREFERENCE SHARES
The prelerence shares {excepl series G) are listed on the Montreal, Toronto and Vancouver stock exchanges. The transler
agent [or the prelerence shares is The R-M Trust Company.

INVESTMENT PLANS

The Company oflers helders of commaon shares 1wo convenient ways of buying additional Alcan common shares
without payment ol brokerage commissions. These are knewn as the Dividend Reinvestment Plan and the Share
Purchase Plan. Copies of the prospectus descriking these Plans may be obiained [rem Shareholder Services at the
address below.

SECURITIES REPCRTS FOR 1993
The Company’'s annual inlormation form, 10 be filed with the Canadian securities commissions, and the annual
10-K report, 10 be filed with the Securities and Exchange Commussion in the United States, will be available

10 shareholders aflter April 1, 1894, Copies of both may be oblained [rom Shareholder Services at the address below.

FURTHER INFORMATION HEAD QFFICE

For shareholder account inquiries, contact: Alcan Aluminium Limited
Linda Burton 1 188 Sherbrooke Street West
Manager, Shareholder Services Montreal, Quebec, Canada
Telephone: (514) 843-8050 H3A 3G2

For [inancial and industry inlormation, contact: Mailing Address:

Duncan Curry P.O. Box 6090

Manager. Investor Relations Montreal, Quebec, Canada
Telephone: (514} 848-8368 H3C 3A7

Telephone: (314} 848-8000
Telecopier: (514) 848-8115






