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Alcan Aluminium Limited, a Canadian corporation, is the parent company of an international group
involved in all aspects of the aluminum industry. Through subsidiaries and related companies around
the world, the activities of the Alcan Group include bauxite mining, alumina refining, power generation,
aluminum smelting, manufacturing and recycling. Approximately 33,000 people are directly employed
by the Company, with thousands more employed in its related companies.

In the 95 years since it was established, Alcan has developed a unique combination of competitive
strengths, with owned hydroelectricity in Canada, proprietary process technology and international
presence. With operations and sales offices in more than 30 countries, the Alcan Group is the most
international aluminum company as well as the largest producer and marketer of flat-rolled aluminum
products. 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 multilingual enterprise reflecting the differing corporate
and social characteristics of the many countries in which it operates. Within a universal framework

of policies and objectives, individual subsidiaries conduct their operations with a large measure

of autonomy.

Alcan Aluminium Limited has approximately 21,550 registered holders of its common shares and
1,430 registered holders of its preference shares. While distributed internationally, the Company’s shares

are mostly held in North America.

Further information on Alcan and its activities is contained in various company publications such as A Commitment to Continual
Environmental Imprrovement, published in 1996, These publicalions are available by writing to the address shown on page 65.
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HIGHLIGHTS OF THE YEAR
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Fabricated Products
Shipments

Lower fabricated products volu

in 1996 reflect the divestment o
strategic businesses. Revenues
further impacted by lower pri

Net Income (Loss)*

Net income declined in 1996 due to
lower metal prices and reduced fabri-
cated products margins in Europe.
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THE ALCAN GROUP’S BUSINESSES AT A GLANCE

W Bauxite Mining/Reserves AN

Alumina Refining

-
Specialty Chemicals

L

Primary Aluminum Smelting UNITED STATES

Super Purity Aluminum Refining
Recycling/Secondary Smelting

Sheet and/or Foil Rolling JAMAICA

Other Fabricating L4

Alcan also has sales/marketing offices, research
and technology facilities or other activities

in Austria, Belgium, Bermuda, Denmark, Finland,
Hong Kong, Hungary, Korea, Poland, Portugal,

Russia, Sweden and The Netherlands. BRAZIL
W
URUG UAY
Raw Materials and Chemicals Metal Supply

Bauxite Mining
11 bauxite mines /v
(including related
330 Mu
in subsidi
11.1 Meused in 1996,
$53 mithion in bauxite sales.

Purchased Ingot and Fabricated

Productst

B 507 kuof primary ingot, 2 ki of secondary
ingot and 48 kv of fabricated products
purchused.

Primary Production't

B 13 smelersin loonr countrics.

B 1.6 Mt of annual capacity,

B 1.4 Mproduced in 19496

B $1.0 billion {392 k) in ingot sales.

Alumina Refining
12 alumina planis in nine countries
(mcludnm related ulnl])‘lll]c\)
/ nuual capacity in subsidiariest
Hated companics.
t produced in subsidiaries!
dnd related companies.
$293 milhon in alumina sales.

Secondary/RecycIed Aluminum
ling plants in four countries.
353 ki of annual capacity.
kit produced in
B 446 ke of scrap purchase d Process Scrap
m 3190 million (119 k1) iningo sales,
H 5134 million (99 ko) in scrap sal

Specialty Chemicals
m 8 \ptcmh\ chemicals plants in four
countries (including related eompantes).

Cm §174 million in sales,

e s N ; Post-Consumer Scrap
In addition to the sales of bauxite, alumina and

specialty chemicals indicated above, Alcan's non-
aluminum products account for $257 million in sales.



IRELAND

UNITED KINGDOM

GERMANY

SWITZERLAND

Fabricated Products

Rolled Productstt
L B $3.6 billion (1,304 ko) in sales.fitf
B Fabricated 258 kt of customer-owned
metal,

| Other Fabricated Productsft
B S1.4 billion (235 ki) in sales.

Total Fabricated Productstt

B Over 60 manufacturing planis
in 10 countries.

B $5.0 billion in sales in 1996.71f

M 1.8 M1 of aluminum fabricated
in Alcan facilities.

Y Imcludes joint ventures,
frroportionately consolidated.
" Exchuding related companies.

T Also ineludes purchased ingot.

P Excluding fabrication
of cistomer-vuned metal,

NORWAY

A

AUSTRALIA

CHINA

3y THAILAND

W

. &,

Customers and Markets

i Containers and Packaging

B $2.6 billion in sales.
B 44% of total fabricated and non-aluminum
product sales.

B End uses include beverage cans, household foil,
fail dishe coninens, bottle closures and foil
laminaies lor packaging applications.

Transportation

| @ $457 million in salcs,

m 8% of towal fabricated and non-aluminum

product sales.

ude antomaotive siructures, boady panels
and engine parts, wheels and radiators, aireraft
structures, rail cavriages, freighe cars and ships.

Electrical

8 $589 million in sales.

@ 10% of 1otal fabricated and non-aluminum
product sales.

B End uses include overhead wansmission cuble, cable
wrap, cordenser windings, underground distnbuaon
cabie, heat sinks and house wiring.

Building and Construction

B 5911 million in sales,

B 16% of total fabricated and non-aluminum
product sales.

| B End uses include windows and doors, roofing and
cladding, lighting poles and fixtores, sieuctures and
handya

Other Markets
$1.3 billion in sales.
22% of total fabricated and non-aluminum
product sales.

End uses inal machinery, appliances, heat
exchangers, PV { omponernts, svathetic
marble aud svconinm chemicals.
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MESSAGE TO SHAREHCOLDERS

Photo at left:

Jacques Bougle (left),
President and Chief
Executive Officer, and
Dr. John R. Evans,

Chairman of the Board.

lower than expected economic growth — particularly in Europe — and
widespread inventory reductions by customers kept primary metal prices
under pressure through most of 1996, and resulted in the first year-overyear
decline m Western World demand for aluminum since the carly 1980s.
By vear-end, however, it appeared that we had finally seen the end of the
prolonged period of inventory “destocking™ that began in 1995, Aluminum
shipments recovered steadily o levels more in line with industrial production.

The return to a healthier, balanced market was reflected in improved bookings.

ALCAN'S 1996 MILESTONES

Despite a challenging business environment last vear, we achieved some important
milestones, We further surengthened our balance sheet and completed our program
1o divest ourselves of non-strategic businesses. While business divestments have
naturally led 1o lower shipments and revenues, the real result of our efforts is
that Alcan is now financially stronger and focussed on its core activitics. This provides
a solid platform for future growth.

Net income for 1996 was USS410 million. Alcan’s fabricated products volumes
were comparable o vear-carlier levels after adjusting for the impact ol business
disposals, but average realized prices were markedly lower,

The difficult marker conditions — and their impact on carnings — served 1o
underscore the signiticance of what we did achteve in terms of building a stronger,
more competitive Alcan tor the future. Having climinated some 5600 million from
our permanent cost base varlier in the 1990s, we managed during 1996 to complete
the divestiture of those businesses — mostly downstream operations — that did
not fit with our core strategies. We substantially strengthened Alcan’s balance
sheet — attaining a debtequity ratio ol 17:83% (net af surplus cash) at yearend 1996,
thereby exceeding the warget we had identified last vear as a wop prioriv.

So far as those two key initatives are concerned — tightening Alcan’s strawegic
focus and increasing its financial flexibility — the job is essentially done. However,
we still have work to do in other crucial areas — such as raw material costs, which
have not come down as far or as fast as we had aimed. Conscquently, raw material
costs will be subjected to close scrutiny during 1997, Cost considerations were also
behind a decision to undertake a feasibility study into opening up our own bauxite

mine in Australia.



— health

— fully utilize the very

Also worthy of note is the 1996 resiructuring of Alcan’s holdings in Japan
and the rest of Asia, which put in place the main clements tor a comprehensive,
integrated Asian strategy that reflects the changing dynamics of the marketplace,
The restructuring essentially reinforces Alcan’s support of its sub-
sidiaries and related companies in Southeast Asia and China, while
enabling Nippon Light Metal Company, Lid. (0 focus on sirengthening
its businesses in Japan,

In another arca, Alcan considers the health and safewv of s
employees to be of paramount importance — and a key indicator of operational
excellence. We are continually suriving to improve our performance in this regard,
with the ultimate goal of achieving zero work-related injuries and illnesses. We are
pleased o report that in 1996 we recorded the lowest days-lost rate since we began

tracking this indicator on a company-wide basis.

FuLL BUSINESS POTENTIAL — A PRIORITY FOR 1997
On balance, we made significant progress in implementing our sirategy and shaping
a stronger, more competitive Alcan. The fact remains, however, that neither Alcan
— nor, tor that matter, our industry — has vet succeeded in creating the sort of
husiness environment that can produce satisfactory returns on a sustained basis,
Alcan has generated returns exceeding its cost of capital in only two of the past
14 vears. The industry as a whole has managed to do it only once during the
same time frame.

It is evident that we have to start doing something different, in order to provide
sharcholders with improved value and sustained returns of a magnitude that will
merit continued confidence. Accordingly, in 1997, Alcan will be

implementing a program aimed at tapping the “full business potential”

considerable resources | i cnuive operations, The goal is 10 ensure that, within the next

of the worldwide Alcan

organization

| three vears, we will reach the point where we are able to earn at least

| our cost of capital even at the relatively fow metal prices prevailing
today. Attaining this goal will entail increasing ongoing annual

profitability by some 5300 million, afier tax, by the end of that period.

The process of achieving our full business potential is already under way.
During 1996, we analyzed cach business to identify the optimal, realizable return
from existing assets — equipment. systems, people and technology. In 1997, appro-
priate action plans are being implemented.

Although further reductions 1o both fixed and variable costs are an essential
clement of the drive to realize full business potential, this is & multi-faceted effort that
will also encompass reassessing such areas as product mix, distribution channels,
customer profiles and changes o the capital base. Specific measures that might be
undertaken as part of this process could range from adding finishing cquipment

at an existing facility to new strategic initiatives,



— fundamental
characteristics of
aluminum make it
second to none

The overriding objective is to ultilize fully the very considerable resources
of the worldwide Alcan organization, moulding people and plants into a unified
force capable of delivering superior value 1o customers and sharcholders alike

on a sustained basis.

ALUMINUM... THE MATERIAL OF CHOICE

The long-term well-being of our own organization is. of course, inextricably
linked 1o the long-term health of owr industry. Fortunately, the funda-
mental characteristics of aluminum make it second to none from an
engineering, from a metallurgical and, especially, from an environmentat
standpoint, given the metal’s high recvelability and residual value.

The fuwure looks bright for the industry as a whole — and for Alcan
in particular. As the most international of the major aluminum companies in an
increasingly global marketplace, we are well positioned. Alcan is a leading interna-
tional producer of rolled products such as the aluminum sheet that is emerging as
the universal standard for beverage cans. And our proprictary Aluminum Vehicle
Technology puts us in an advantageous position in a fast-growing segment of the
aluminum market — the automotive industry,

However, we must not just sit back and take success for granted — there ts no
room for complacency. We have o develop other new technologies and other new
uses for our product, while saleguarding existing markets from encroachment by
competing materials, In the process we must make a concerted effort to capitalize
on the environmental and economic benefits inherent in aluminum, thereby
enhancing its image.

Image is important. But if aluminum is indeed to remain the material
of choice for the 2150 century, it must remain costcompetitive with rival
products. That mneans that the industry must work relentlessly to drive
down the cost of the metal. Only by ensuring the cost competitivencss
and auractiveness of aluminum over the long run, can the substantial
investments required be justified. Throughout this process, Alcan will
continue o nurture partmerships with its customers and strive to meet or surpass
their expectations.

Another critical issue for our industry concerns impediments 1o global trade,
such as the Furopean Union's (E.U.) 6% warifl on imports of primary aluminum.
The taritt is an incongruous policy for a continent that relies on imports of the metal.
Not only does it provide unfair protection o Europe’s primary aluminum producers,
it also discriminates against the semi-fabricating sector, which accounts for 94%

of the .U, aluminum indusuy’s workforce.




ACKNOWLEDGEMENTS

When all is said and done, it is our people that reatly make the difference in
determining whether or not we are successful as a company. On behalf of the Board,
we would like to thank all Alcan emplovees for their bard work and dedication

in 1996.

We are especially proud of the courage and generosity with which employees
around the world responded 10 the disastrous flooding that occurred in Quebec's
Saguenay — Lac-SaintJean region last summmer, Their humanitarian etforts on behalf
of flood victims, as well as the professionalism displayed in quickly getting our
Saguenay facilitics up and running normally, demonstrated the values and spirit
that arc hallmarks of the Alcan family.

Finally, Alcan’s Board of Directors broadened its global perspective with the
appointment, in July, of a new director, Gerhard Schulmeyer. Mr. Schulmever
is President and Chief Exceutive Officer of Siemens Nixdorf Informationssysteme AG,

Furope’s largest computer company.

LOOKING AHEAD

We enter 1997 on an optimistic note. Incdustry fundamentals are improving, with
Western World aluminum demand and prices on the upswing, spurred by increased
cconomic activity and lower inventories in the hands of customers.

Assuming, as expected, that these positive signals translate into increased volumes
and better margins, Alcan’s results should improve. Of course, we have no intentien
of simply relving on external factors to bolster our performance, On the contrary,
our business strategy in 1997 will focus on maximizing the value of our assets —
and returns to our shareholders — by aggressively implementing the actions
identified through the full-business-potential initiative. We will also place a premium

on identifving appropriate new opportunities tor profitable growth.

S O

Dr. John R. Evans Jacques Bougie
Chairman of the Board President and Chief Exccutive Qfficer

February 13, 1997



a2 luminum is no longer simply
W the metal of choice, it is
% now the material of choice

for Alcan customers around the
globe.
Aluminum is . offering a high
ratio so impor-
tant to industries like transportation,
where Alcan is an industry leader
in developing new applications.
Aluminum’s , block-
ing out light, oxygen and moisture,
are ol great advantage to the
food, beverage and pharmaceutical
industries.
Equally important are aluminum’s
5 and
. especially for
packaging and building products.

And its
has long made aluminum a material
of choice in the electrical industry.

Environmental responsibility
includes — aluminum
is usable over and over again with-
out any loss in quality. Recycling
preserves resources,

and, because of aluminum’s
, generates funds
for recycling programs around
the globe.

In the world of aluminum, Alcan
is committed to excellence, no
matter what the domain — research
and technology, raw materials,
chemicals, casting ingot, extrusion
billet, rolled products, or alumi-
num/ceramic composite.




[t it i, B s

Mgl e
From the early days of the auto-
mobile to today’s high-speed trains
and planes, aluminum has played
an important role in advancing
the transportation industry. Alu-
minum is now heralded as the
material of choice, as it allows
designers to successfully respond
to environmental challenges

without sacrificing comfort,
safety, performance or design.

“In order to meet our massreduction
targets in Project 2000, we, at Ford,
are making extensive use of aluminum

in the body structure, exteriar body

panels, chassis and drivetrain

components. A critical goal tn this

program is to make significant i

value potential of aluminum.
an affordable, high-volume vehicle.”

Robert Mull
Director, Partnership for

a New Generation of Vehicles,
Ford Motor Company

progress towards realizing the full [T

The automobile industry is already the
largest consumer of aluminum in the world
— roughly 4 million tonnes per year — even
though it is only recently that aluminum
has been used in automotive skin, closure
and structure applications.

Over the past four years alone, the use
of aluminum in automobiles has jumped
by 35 per cent — driven by the need to
produce vehicles that offer increased safety
and fuel economy without sacrificing
performance and comfort. In the U.S,,
the federal government has challenged
automakers with its Partnership for a New
Generation of Vehicles (PNGV) program



Alcan offers the technology and the
meltal — automotive sheet or extrusion
billet for automotive structures; sheet for
exterior body panels; and aluminum/
ceramic composite for brake parts.
Aluminuin is also used in fin stock
for heat exchanger components as
well as engine parts such as Alcan’s
-' high performance pistons made
from advanced alloys for the latest
ow-emission enginces.

Whether it he passenger cars, high
speed trains, planes, or ships and coastal

General Motors built
the EV1 — the revolu-
tionary electric car

— using Alcan’s which promises a car weighing less than ferries, Alcan is committed to solidifyving
Aluminum Vehicle

2,000 pounds that operates at an 80-miles- auminum’s positton as the new matertal
Technology. The all P '
aluminun?{;ody et per-gallon fucl efficiency. Automakers have of choice for the next generation of trans-
ture accounts for wrned to aluminuin to meet this challenge, portation industry nceds,
only 10 per cent of With help from aluminum pl‘ocluccrs, they
% the car's total curb are developing technological advances
" weight, contributing 1o facilitate the use of aluminum in both

significantly to its

limited and mass production vehicles,
energy management,

i safety, performance Alcan's Aluminuwm Vehicle 'l'ccln.mlng}' B s e
g and environmental (AVT) already enables auto manulactur-
goals. ers (o cconomically introduce aliminum
into the traditional sheet stamping process,
_ Automakers siich as Jaguar, Ford and GM
t all have vehicles on the road that were built

Aluminum
is used in engine

using Alean’s AT systen.
A Aluminum’s high stength-to-weight
i ratio. corrosion resistance, and reevelability
: are other reasons why automotive designers
are choosing aluminun.

Photo at left: Alcan and Global Market Growth Forecast

Ford's long-term relation- of Aluminum in Automobiles
ship continues to explore

and introduce aluminum
as a material of choice
~ [n the next generation
of automobiles. Donald
~ Macmillan (left), Vice
" Presldent and General
~ Manager, Automotive
* Products, Alcan Rolled
~ Products Company,
“discusses aluminum sheet
stamping applications

th Robert Mull, Director
}._ the PNGV program at
the Ford Motor Company
a world leader in inte-

(thowsands of tovines)

The use of alumi
in cars is expected
double over the
10 years.

Source: Indusiry forecasts




From beverage
WS 207 cans to foil prod-
iy }'e‘ ucts, aluminum is

" the material of choice
for a growing segment of the
packaging market. Not only does
aluminum provide superior barrier
qualities, it also offers graphic
design possibilities as well as being
economical, convenient and
recyclable.

Wrapping
A2dthe Market

“Aluminum’s unique properties -
light-weight formability, absolut
moisture barrier, ability to withsta
high temperatures including dire
flame applications, and the a
to be coated and embossed for fui
tional and decorative purposes -
combine superbly to create a tote
effective and economical food serv
system.”

Richard L. Wambold
Exccutive Vice President,
Specialty and Consumer Products
Tenneco Packaging



From working with
schools to operating
scrap callection facil-
ities, Alcan is dedi-
cated to conserving
natural resources
and saving energy
through the recy-
cling of aluminum
at facilities such

as Latchford Locks
in the U.K.

Photo at left: lan Hewett
(left), Vice President

d General Manager
of Alcan’s Light Gauge
Products business unit,
reviews the many benefits
of aluminum with

neco Packaging'’s

ard L. Wambold,

utive Vice President,
alty and Consumer

) Tk s

Weight Reduction of the Aluminum
Can and Lid

nret weight (pounds per 1,000 cans)

‘74 ‘76 '78 '80 ‘82 ‘84 ‘86 ‘88 '90 92 '94 ‘96

Source: Can Manufactarers Institute and
Aluninwm Association

By far the best-known aluminum package
is the beverage can. On a worldwide hasis,
80 per cent of beverage cans are made

ol aluminum. In North America, where the
aluminum can first appeared on grocery
store shelves in 1968, an incredible 290 mil-
lion aluminuim cans are now used every
day, 175 million of which arc recveled!

Aluninann is considered as a material
of choice in Burope, tanks 1o Adcan’s active
involvement in promoting and inatating
recycling progrions. In the United Kingdom,
Alcan has established 11s own used beverage
can recovery network, whiclt is a key reason
for the dramatic increase in consumer
aceeplance ol aluminum beverage containers,
In South America too, the aluminum
heverage can is enjoving rapid acceprance,
with Alcan plaving a prominent role.

With a worldwide recveling rate in
excess of 35 per cent, aluminum cans are,
by far, the most recycled beverage container
of any kind, Beverage producers commii
to aluminum not only because of its pack-
aging henefits, but

also because of ity

Achieving a
reduction is
nological an
neering feat! |
helped keep
down and 2

competitive ir
marketplace

as reducing
consumptio!

high salvage value, which contributes 1o
the success of many local recveling programs.
As recveling efforts take hold in newer
warkets, the recveling rate will mereasce,
thus further protecting natural resources
for future generations.

Alumimuim’s excellent barrier qualities,
recyelabiline and design benefits have also
contributed 1o 115 succesy in other arcas
ol the packaging business. Alcan rescarch
has led to the development of a variety
of alurmimnm lidding svstems, blister packs,
foil packages and senii-rigid contuners for
use 011 the {food and pharmaccutcal sectors,

As the world's Ieading rolled products
producer, with global representation, Alcan’s
dedication o supplyiing aluminum for inno-
vative packaging applications is second

Lo none.

Aluminum foil pack
aging is economici
convenient and re
clable, Manufactur
also find it ideal
innovative design
decoration for a vari
of aluminum lid
systems, blister
and semi-rigid




From office towers and electrical
cable to window frames and lad-
ders, aluminum is the material
of choice for architects, engineers
and designers around the globe.

The advantages of aluminum building
products are well known in North America
and Europe. Now, those advantages are also
being put to the test in fast-growing markets
such as the Asia-Pacific region. Architects

“Following the
tions, I cayried
Technal — the
aluminum sysi
quality and rei
and the help from
which created s
innovative alui

meeting the arch
requirements.”

Juge Boulogne

President and Ma
Director
Société Juge Boul
Technal Authorized Dealer

and designers are finding that aluminum’s
high strength-to-weight ratio, versatility,
durability and decorative potential offer
unique advantages over alternative materials.

Aluminum reduces the load demand
on foundations in both industrial and resi-
dential buildings; it can be anodized or
painted, meeting designers’ aesthetic needs;
and, when extruded, aluminum offers
an almost unlimited range of profiles and
shapes.

As labour costs rise, designers and
builders are also paying closer attention to
installation costs and maintenance require-
ments over the total life cycle of a project.
Today, aluminum is increasingly selected
as the material of choice in roadway guard
rails, wind breaks and standards for light-
ing and signs.




Aluminum, due to its high elec-
trical conductivity, has been part
of the electrical industry since
the beginning of this century.

Today, the use of aluminum is on the rise,
not only for its intrinsic benefits, but also
because of the value-added enhancements
such as those found in Alcan electrical cable.
Innovations such as compact stranding,
high-strength alloys, self-damping conduc-
-tors and STABILOY conductors have all
been developed by Alcan with customers’
needs in mind. Because of such technologi-
cal advances, designers, engineers and

The electrical
contracting firm of
Inglett & Stubbs chose
STABILOY as the main
feeder cables for the
1996 Olymplc Stadium

in Atlanta, Georgia.

Tom Sapitowicz

(right), Project 8
Manager with Inglett
& Stubbs, discusses

the advantages of
STABILOY cable with
Jerry Uvira, Alcan
Cable’s Director of 2
Distributor Marketing.

architects are turning to Alcan’s electrical
cable to minimize installation and mainte-
nance costs over the life span of a project.
When clectrical system costs are compared
over the short and long term, the benefits of
aluminum cable become readily apparent.
Alcan is recognized as a world leader
in aluminum alloy building wire and low-
voltage insulation materials — its electrical
cable is found, as the material of choice,
in major projects around the globe.

Alcan is a world
in light-weight |
minum buildint
and low-vol
insulation m
STABILOY bui
wires are kno
their superior

lity, strength
and thermal s
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CORPORATE SOCIAL RESPONSIBILITY
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Regular training on proper

use of personal protective Par tne rS
equipment is a key

to ensuring a healthy,

injury-free work place.

Above, occupational

health nurse Marie Loiselle 0’)/' rO re S S
reviews procedures, at

Beauharnois Works, for

respiratory equipment

with Pierre Bergevin,

Myriam Brisson, Richard

Saint-Denis, and Didier

Chapron (standing).

Communi
nerships

and involver




HEALTH AND SAFETY FROM

THE GROUND UP

Alean installations achieved new milestones
in 1996 for occupational health and saden.
Many Alcan facilities went the entive vear
without a lost-time aceident and arve sull
nmproving upon those records.

Alcan’s success in health and safew relies
on mdwidual emplovee aned plant initiatives,
These are an imtegral part of both long-
range planning and dav-to-day operations,
As outlined in the new global health and
safety policy, the elimination of work-related
injuries and illnesses is the ultimate objective
atall Alcan locations.,

This policv swies developed with worldwide
input. and line managers have the respon-
sibility for ensuring the development ol

locallvatargeed programs.
tnl

ENVIRONMENTAL IMPROVEMENT
FOR ALL LOCATIONS

Alcan recognizes thad environmental
responsibility is svnonvimons with good
business. Alr emissions, waler efiluents,
resaurce nunagement and waste reduction
e all areas where Alcan has worked (o
cosure environmental improvement,

[n 1996, Alcan intoduced a global
Envirommental Management Svstem (FEMS)
that locuses on procesaes. Several Alcan facili-
tes have already achieved the 150 14001
EMS stndard sanctioned by the Interna-

tional Organization for Standardization.

Complementng FMS s prodoet stew-
ardship.an inivatve o ensure that Alcan’s
product, i every siage of is lile ovele, makes
1he most of the inherent value of alumi-
num's properues, imcliding its recvelabiling
Effective product stewardship starts wath
desigie it is ar this point that environmental
features can be built right o a product.
Adcan is commited to working with suppliers
and customers to design and manafacure

products tit maximize covirommental vadue.

COMMUNITY PARTNERSHIPS

IN PROGRESS

Whether ic0s the restoration of exhasted

mine sites ar the voluntary sponsorships of
locul events, Alcan supports the communi-

tes mwhich it aperites,

It natuval disaster sirtkes, Alcan people
are among the [irse o Jend a hand, Alean
is commmuted 1o Jong-term relationships
with its communities: Alcan emplovees live,
work and often retire inthese comnuunities,
This communiny commitment wis espe-
clallv visthle Last summer, when Quebec's
Saguenav—laac-Saint-Jean region was
devastated by severe [looding with damages
totalling more than CANSSOO million.
Alcan assisted on all tronts,
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Alcan’s attention to
meeting customer needs
fer quality sheet ingot
and extrusion billet
products is essential for
continued growth,
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WORLD MARKET REVIEW

Primary Aluminum

Following two vewrs of good demand growth.
the alunminum indosiy engered 199 on
asoft footing. Slowing business condinons
in Northc America and buarape, together with
customer inventory reductions, saw primary
alroninum demand fall ofi sharply in the
Luter stages of 1995 While demand recov-
cred steadily diring the course of 199 in
most counries, it continied 1o be hampered
by ppoor Disiness « onditions in ["Hlt)p('.
Inthe United Stoes and Japan. alaminum
marke s registered positive growth i the
second half of the vear For the vesnr as
whole, Western World demand is estinnned

1o have declined by 1% 010 17.7 million

tonnes (Mo the st dechne in T vears,

Western World primary aluminum
production increased for the second vear
s row, up 6% in 1996 1o 155 M The
mid-aear strt-up ol a new smelier in South
Alrici acconunted for most of the merease.
At vear-end, 860 thousand tonnes (ki)
or % of Western World smelier capacin
venitined idled. Smelter expansions i 1997
arc expected o add abowr 400 kt per vear
ikt v) o ndustry capaciiy,

Russian exports ol aliuminum grew
by I8 in 1996 1o a record Tevel of 2.5 M
made possible by 4% merease inahiminum
production and a further decline in dones-
tic usage, However greater imports of
aluminm by China absorbed much of the
addinional metal coming from Russia.

Winle growth in Chinese aluminunm demaned

Demand recov
1996, but for t
down 1%. W
decline in 14
market remai
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1996 Western
World Aluminum
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(23.9 million tonnes)

9%
20%

20%

26%
25%

Electrical
Containers

and packaging
Building

and construction
Transportation
Other

continues to be strong, Chinese primary
aluminum output is constrained by power
availability.

Following two years of decline, inventories
held by aluminum producers and in London
Metal Exchange (LME) warehouses stabi-
lized, At year-end, inventories totalled
4.0 Mt, down 100 kt from the end of 1995,

Ingot prices wended down through
the {irst ten months of 1996, Aluminum
opened the year at §1.706 per tonne (/t}),
the high for 1996, and hit a low of $1,305/1
in October. During the last two months
of the vear, prices staged a rally, tinishing
1996 at 31.546/1. The average price for
1996 was $1,536/1, well below the average
for 1995 of $1.830/t and only slightly above
the average of S1L500/t in 1994,

Western World Consumption

Versus Alcan Sales

In 1996, 1t is estimated that Western World
aluminum consumption was 23.9 Mt, three-
quarters of which was supplied from primary
aluminum and the remainder from recycled
metal. This represented a slight decline
from the 1995 level,

Divestments of non-strategic assels,
coupled with difficult market conditions,
resulted in an overall decline in Alcan’s
volumes and revenues for the vear.

Transportation, the largest inarket
for aluminum, consumed 6.1 Mt of alu-
minum in 1996, unchanged from 1995, This
reflected a 2% decline in the U.S,, principally
due to a strike by General Motors workers,
offsct by inodest growth elsewhere in the
Western World, Alcan’s sales revenues from
this market fell 18%, reflecting a 10%
volume decline due to the sale of businesses
in the U.K. and 10 lower prices.

The containers and packaging market,
which used 4.7 Mt of ahiminum in 1996,
declined by 3% in 1996 mainly due w a 4%
fall in can sheet demand following increases
in 1994 and 1995, Sharp declines in North
America and Europe, reflecting invemory
adjusunents by customers, continued down-
gauging and inreads by competing malerials,
were offset in part by strong growth in South
America and Asta. Alcan’s shipments were

3% lower than in 1995, in line with the
market. Revenues, however, were down 149,
reflecting lower prices.

Building and construction markets
recovered in 1996, growing a litdle over 1%
to 4.7 Mt. Growth came primarily from
Narth America, while Europe declined with
the end of the German reunification boom.
Alcan’s sales revenuces in this market were
down 26% from 1995 due to lower metal
prices and an 18% volume reduction, reflect-
ing the sale of businesses in the UK and
Brazil.

Aluminum consumption in the electrical
market was down marginally from 1995,
to 2.1 My, largely reflecting lower infrastruc-
ture investments in Latin America and Asia.
Alcan’s sales volumes and revenues were flal
after taking account of divested businesses.

Other markets include machinery and
equipment, durable goods, and several
smaller end-use markets. In aggregate,
aluminum consumpuon in these markets
was uncharrged from 1993 reflecting slow
economic activity. Alcan’s sales revenues
in other markets were down 28% due

Company's alumina sales, also included
in this category, were higher than in 1995

REVIEW OF ALCAN'S OPERATIONS
Starting with 1996, Alcan is reporting
selected information by major product sec-
tor, viewing each sector on a stand-alone
basis. Transactions between sectors are con-
ducted on an arm'’s length basis and reflect
market-relaed prices. Thus, profit on all
alumina produced by the Company,
whether sold to third parties or used in the
Company’s smelters, is included in the raw
matcrials and chemicals secwor, Similarly,
income from primary metal operations

is principally profit on metal produced by
the Company, whether sold to third parties
or used in the Company’s fabricating
operations, Income from fabricated producs
husinesses represents only the fabricating
profit from rolled products and downstream
businesses. Product sector information

is presented in nowe 21 10 the financial
statements.
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Operations

Higher alumina production in 1996 was
not sulficient w ofiser the impact of lower
alumina prices, As o result, protits for the
sector were down sharply from the previous
vear, Prices for third-party sales ol alumina
were down on average 3% from 1995,

influenced by weaker metal prices.

(millions of US$) 1996 1995
Sales and operating revenues

Thirel parties 529 618

Intersecior 507 555
Operating income 95 203
Shipments — thivd parties (&)

Alumina 1,585 1,325
Alumina hydrate

production (kt) 4,536 4,209

Unit production costs inereased in 1996
nuainly due to higher oil prices and lower
operating rates at the Vaudreuil ahumina
complex in Quebec as described below,

Alumina

With productivity gains in recent vears,
the sale of Alcan Austrabia in 1994, and
the acquisition ol full ownership of the
Aughinish, Ireland, refinery in 1995, Alean
has become a major supplier of alumina
to third partics, The Company currently
has approximately 1.5 Mt/v of alumina
capacity surplus o s ijernal requirements.

Alumina hvdrate production hit 4.5 M
in 1996, an 8% increase over 14995 and the
highest level ever for the Company, New
production records were setin Australia,
Ireland and Jamaica,

In Julv severe flooding in the Saguena—
Lac-Saini-Jean region ol Quebee destroved
a water pumping station that supplied
the Vandreuil alumina complex. As aconse-
gquence, operations were wemporarily disrupt-
cd, leading 1o the Toss ol approximaely 70 ki
ol alumina production. The linancial impact

ol this loss was fully covered by insurance,

Chemicals

The specialy chemicals group posted
improved performance in 1996, In Europe,
where markets sufter [rom overcapacity
and low cconomic activity, Alcan’s operations
made steady progress on increasing their
share of the value-added chemicals market.
In North America, operations benelited
from steady demand and good prices,

Bauxite
Through sabsidiaries and related companies,
Alcan has approximately 330 Mt of demon-
strated bauxite reserves, sufficient 1o mecet
ity needs for the next 30 vears, The Company
also has access to addivonal resources
o meet its needs bevond this periocd.
During 1996, several initiatives were
launched aimed at lowering the Company's
bauxite costs, The most important of these
imitatives was i detaled feasibility study
on the development ol the Company's Elv
bauxite reserves in Northern Oueensland,
Australia, A decision on the project is
expected in the second half of 1997, Bauxite
from this new sowrce would replace third-
prarty purchases and would be used o supply
alimina operations in Australia and Ireland.




Primary Metal Operations

(mitlions of US$) 1996 1995
Sales and operaling revenues
Third parties 1,472 1,612
Intersector 1,653 2,286
Operating income 519 701
Shipmems (k)
Primiry aluminum
Third parties 592 549
Intersector 1,008 1,193
Primary production (k) 1,407 1,278

Operating profits for the primary metal
sector were down in 1996 as the bhenehit
ot higher production was more than oftset
by the impact ot lower metal prices. Profits
for the sector arise not only [rom third-
party sales but also [rom the transler of metal
to the Company’s fabricating operations

at marker-related prices, The average real-
ized price on third-parwy sales of primary
ingot was 31,721 per onne in 1996 versus
$2,057 per tonne in 1995,

Alumina from Alcan’s raw materials
operations is transferred to the Company’s
smelters at marketrelated prices, Prices for
alumina were, on average, lower in 1996
than in 149495, Smclter conversion costs
were littde changed from the previous year,
which had been adversely afteced by a sirike
in Quebec. Removing the impact of the
strike from 1995 costs, conversion costs were
844/t higher in 1996, reflecting higher
anode, naintenance and overhead costs.
Alcan’s average production cost of primary
aluminum (mnainly in the form of extrusion
billet aned sheet ingow), including alumina
at marker prices, was $1,328/0in 19496 versus
S1,336/t in 1995,

OF Alean’s primary ingot sales to third
parties, nearly 83% is in the form of value-
added products, mainly extrusion billet.
Shipments of value-added ingot were up 6%
in 1996, with volume gains scen in North
America and Japan.

Alean purchases ingot largely tor logistical
reasons in order 1o balance its metal supply
systemt. For example, by purchasing ingot
in Europe, whére the Company is short
ot metal. Alean is able 1o avoid the freight
and duty costs associated with moving
metal from its North Amencan smelters 1o
[abricating plants in Furope. However: this
results in an equivalent quantie of metal
being available tor sale from the smelters
in North America, In 1996, 1otal purchases
of aluminum were down from the levels
of the previous two vears largely due 1o the
impact of business disposals and increased
primary production,

Primary Production

Since 1991, Alcan’s worldwide smelter sys
tem has operated at less than s full capacity,
primarily due o temporary closures made
in response to weak industry [undamentals.

Three of Alcan's smeliers in Quebec,
which had been affected by a 10-lay strike
in October 1995, returned to full operation
carly in 1996, Also to compensate for ingot
production lost due to the sirike, the
Company restarted about 60 kt/y of idled
capacity in Quebec, British Columbia and
the UK., which had been part of previous
temporary shin dowuas. As a result, primary
production for 1996 was 129 kt higher
than in the previous vear, which had been
negatively impacied by the strike to the
extent of 79 ki

Alcan contnues to have approximately
160 ki/v, or 10%, of its total rated smelter
capacily lemporarily idled. This capacity
will be restarted when warranted by industry
conditions.

In the UK., a wovear program is being
undertaken o upgrade and refurbish the
closed potline at the Lynemouth smeler,
with a view to restoring the planu wo full
operation when market conditions allow,



In Qucbec, Alcan commenced environ-
mental reviews and community consultations
[or a proposed new 350-ki/y smelter.

The plant would be built in Alma, Quebee,
where the Company's existing 73-kt/y
Isle-Maligne smelter would he shut down,

In July 1996, Alcan reached a three-year
agreeiment with unionized workers at its
Kitimar, B.C., smelter. In 1993, the Company
signed a three-year collective agreement
with unionized workers in Quebec and a
four-year labour agreement with employees
at the Scebree, Kentueky, smelter.,

Secondary Production
In addition o its used beverage can recy-
cling actvities, Alcan recycles other forms
ot aluminum scrap at three secondary
smelters in Taly, the UK and the ULS. that
have a combined capacity of 152 kt/y. These
facilities produce foundry alloys mainly
for the mtomonve market. The Company
sold 119 k1 of such products in 1996
versus 124 krin 1995,

The Company sold its 70-ki/y Guelph,
Ontario, secondary smelier towards the end
ol 1996,

Fabricated Products Operations

{millions of USS) 1996 1995
Sales and operating revenues 5,593 6,983
Operaung income 127 346
Shipments (kt) 1,539 1,733
Fabrication of customer-

owned metal 258 225
Total volume 1,797 1,958

Alean’s fabricated products volumes in 1996
were 161 kt lower than in the previous vear,
mainly reflecting the divesumend of non-
strategic businesses, While business condi-

tions were generally slow in 1996, volumes

from ongoing businesses were about even
with those of the previous vear, In 1995,
Alcan’s otal fabricated products volumes
matched the record level of close 1o 2 Mt
setin 1994, Adjusting for the impact of
divestments made over the last three vears,
fabricated products volumes have risen
by 36% since 1993,

The operating profit of $127 million
in 1996 was 3219 million lower than in 1995,
In addition to the impact of lower prices
for some products, profus were reduced due
10 expenses associated with the expansion
of rolled products operations in Europe.
In North America, margins for rolled prod-
ucts were stable during the year, reflecting
the continuation of "metal plus conversion
[ee™ pricing for the majority of producs,

Rolled Products

As a result of expansions undertaken in
recent vears, Alean is now the largest pro-
ducer of rolled aluminum products in
the world, with a strong base of operations
in North America, Europe and South
America, Together with products labricated
from customer-owned metal, ol rotled
producis volumes were 1,562 kt in 1996,
the same as in 1993, Rolled proclucts sales
declined to §3,645 million in 19496 from
$3.946 million in 1995 mainky due o lower
prices. Shipments of rolled products were
1,304 ki as compared 1o 1,337 kein 1995,
The average realized price on shipmenis
in 1996 was 52,797 /1. down from 52,950,
in 1945,



Aluminum Shipments

Purchases of aluminum decreased a4
and Purchases

in 1996 due to increased primary ingot
production and the divestment of
non-strategic downstream businesses.

BN Ingot products®
Fabricawed products™
B Toral purchases

Includes princry and
secondary ingotand scrap.
“Includes products fabricated

from customer-owned metal.

1992 1993 1994 1995

In 1996, North Amcencan rolled products
temand softened from the previous year's
robust level, In the beverage can sheet
market, an important market for both the
industry and Alcan, demand was affecied
by customer inventory reductions and the
impact of lurther downgauging. While
shipments of inished cans by can manulac-
turers were up 1% over 1995, aluminum
industry shipments of can sheet were down
an estimated 6%, Alcan’s shipments, while
reflecting the general state of the manket,
were down o a lesser extent. Alcan’s North
American exports of can sheet were also
lower in 1996, reflecting competition from
new capacity. In the distributor sheet market,
shipments were adversely altected by inven-
tory adjustments by customers, as well as
Lacklustre demand. Shipments of building
sheet and lightgauge products, such as {in-
stock and toil container stock. were higher
in [996.

In Lurope, consumption of rolled prod-
ucts was down 4% on 1995 levels, a result
of weak underlving demand and destock-
ing by customers. The beverage can shecet
market was particularly hard hic by lower
denvandd lor canned drinks and the conver-
ston of some beverage can lines in the
UK. and Ialv from aluminum to sieel.
Building products was the other arca of
depressed demand during the year. For
Alcan, shipments were down Tor can sheet,
painted sheer and foil stock, while increases
were seent in plain and heavw-gauge sheet.
Production in 1996 averageed a similar
level to the previous year, with few rolling
plants working at capacity during the period.
In Germany, there was considerable unused
capacity at the Norf (A0%-owncd) and
Nachterstedu rolling mills. Av the laver
faciling the elfective capacity increased near
vewr-end with the completion ot a modern-
ization program. With a recovery in demand
towards the end of 1996, most of Alcan’s
other rolled products facilities in Europe
started operating at close o full capacity,
A new markering organization was put
in place in the sccond half of 1996 o
coordinate Alcan’s Luropean sales and the

development of markets,



In South America, growth in rolled
products demand continued to be led by
beverage can sheet. Alcan’s sheet production
increased 30% in 1996 with the expansion
of the Pinda volling mill in Brazil in the
previous vear. Can sheet production was
up 70%, while foil output increased 10%.,
Further increases in output are planned
over the next few vears.

Automotive

During 1996, the Company made significant
progress in growing its North American
automolive sheet business, Alcan’™s Alumi-
num Vehicle Technology (AVT) reached
auto dealer showrooms in December in the
form of General Motor's EY1, the first com-
mercially awailable clectrie passenger car
and the first North American productiion
vehicle w feature an all-saluminum strucwaee.,
The EV) s the centerpicee of GM's
contribution to the PNGV (Partnership for
a New Generation ot Vehicles) program,
ajoint auto industry and TS government
initiatve atmed at the development ol
tuct-cilicient and environment-friendly
cars, Alcan’s AV has also been chosen

by Ford as the structural technology [or s
PNGY activities, Ford is currently applving
the technology to its new Class 8 truck cab,
the Acromax. Through partnerships with
carmakers. Alcan's AVT has evolved into

a tullv validated system lor the production
ol high-volume aluminum vehicles on

existing production lines,

During the vear, progress was made
towards establishing Alcan's proprictary
exterior body pancel alloy as the North
American standard. Fither directly from
Alcan, or under license, the 6111 alloy s
being used in over 1.6 million new vehicles,
Alcan’s latest closure application. the hood
of the Lincoln Mark VI, made irs show-
room debut in November, This was the [irst
application developed using Alcan's tull-
part modeling capabiliy, reducing cost and
time to market. Alcan has an extensive
and growing program of closure and other
applications for high-volume vehicles
scheduled for production over the balance
ol the decade.

Progress was also made in broadening
the awtomotive applications for Alcan’s metal
matrix composite material, DURALCAN.
Production contracts were signed with
Chrvsler and GM Tor the supply of
DURALCAN matenial {or brake rotors and
driveshaft applications.

Other Fabricated Products
Over the past three years, Alcan has divested
iself of a number of non-strategic busi-
nesses, mostly involved in the downstream
fabrication of aluminum products. Proceeds
from business disposals wotallee $1.2 billion,
Rellecting the impact of divestments,
sales revenues and shipments from down-
stream businesses have been declining
in recent vears, In 1996, shipments of other
tabricated products were 235 ki, down from
396 ke in the previous year, Sales revenues
declined o 81,404 million trom §2.219 mil-
lion in 1995, The average realized price
on sales of other fabricated products was
SH046/t in 1YY versus SH.611 /0 in 1905,



In North America, results from Alcan's
cable business improved. Good growth was
seen in building wire markets, while demand
for overhead ransmission cable and service
entrance cable remained stable.

In FEurope, the building products market
continucd toe be weak in 1996, However,
Alcan's architectural producis business,
based in France, saw its performance
tmprove through successful sales and mar-
keting and cost reduction ¢fforts.

Recycling Activities

In the U.S., Alcan achieved record owput
alits used beverage can (UBC) recveling
plants. Recveling plants in the siates of
Kentueky, Georgia and New York processed
more than 17 billion used aluminum bever-
age cans during 1996, or approximately 12%
more than 1995s record level, Nearly

2 hillion of these UBCs were collected by
Alcan in Canada, which represents roughly
60% ol all aluminum cans reeveled in the
country.

Alcan's reeveling operations in the UK,
seta new record lor general-purpose sheet
ingot production, However, can sheet ingot
output was lower due to lower demand.
While the wotal volume of UBCs collected
in the UK. fell, the overall recyeling rawe for
aluminum cans continued o rise.

Alcan sold 99 ke of manufacturing scrap
in 1996 versus 128 ki in 1995,

GEOGRAPHIC REVIEW
In all geographic regions, with the exception
of South Ameriea, Alcan suftered declines
in carnings in 1996, Slow economic activity
and customer destocking, which began in
the second hall of 1995, contnued into the
{irst half of 1996, Towards the end of the
vear, however, most arcas were showing
improvement.

The shipment data provided in this
Geographic Review is classificd according
to third-party customer locaton.

Canada
(mitlians of USS) 1996 1995 1994
Net income* 175 216 16
Net income excluding
special ilems® 188 23 32
Shipments (k)
Ingot products 120 120 105

Fabricated producis 120 112 152

Netincome in 19935 is belore an extraordinary loss.
Special items include: 1996 rationalization expen-
ses und loss on early retirement ol debe, 1995 loss
on carly retirement of debt, 1994 losses on sale
of businesses and rationalization cxpenses.

Lower ingot prices in 1996 resulted in
carnings from Canadian operations falling
helow the previous vear's level, which had
bheen adversely atfected to the extent of
570 million due o a strike in Quebec, The
1996 result, however, remained well above
that of 1994 when primary aluminum prices
hegan their recovery.

Domestic aluminum consumption
declined by 1% in 1996, with good growth
in the building and tansportation markets
offset by a sharp decline in beverage can
sheet demand. Alcan’s shipments in Canada
were higher in 1996 due to increased sales
of can sheet. In 1995, the decline in Alcan’s
shipments was duc to the impact of busi-
nesses sold in 1994, Alcan conunues to
maintain is leading marker position in the
houschold foil and industrial conainer
markets.
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During 1996, a project team was estah-
lished 1o evaluate the construction of a
350-ke/y sinelter in Quebee. Environmental
impact stadies have been iniated, and
an agreement in principle was reached
with Hydro-Quebec that ensures that the
Company will have access to suflicient power
aLi competitive cost. A final deciston on
this project ts not expected 10 be made
before late 1997 — carly 1998,

United States

downgauging. The Company's shipments
of can sheet were down less than the over-
all market. A similar pattern was seen in

the distributor sheet manket, while Alcan's
shipments of building sheet were higher
than in 1995,

South America

(millions of USS) 1996 1995 1994
Net income 70 123 16
Net income excluding

special items™ 72 99 22
Shipments (k) **

Ingot producis 380 380 421

Fabricated products 874 218 960

* Special items include: 1996 loss on sale of busi-
ness and tax write-backs, 1995 gain on sale of
a business, 1994 net loss on sale of businesses and
rationalization expenses,
*= Inctudes fabrication of customerowned metal.

(mitlions of USS) 1996 1995 1994
Net income 42 15 9
Net income excluding
special items® 29 15 17
Shipments (ki)
Ingot products 21 13 4
Fabricated products 153 133 116
* Special items include: 1996 gain on sale of business,
1994 rationalization expenses.

The strong recovery in net income
experienced in 1995 was moderated in 1996,
Inclustry rolled products shipments declined
by some 5%, and Alcan’s shipmcents were
similarhy affected. This volume reduction,
together with generally lower realizations,
meant that net income declined but
remained above the 1994 level. In the bever-
age can sheet market the industey volume
shorifall was some 6%, reflecting some
reversal of carlier inventory build-ups by
customers and the continuing impact of

Alcan’s operations in South America
further consolidated their return o profita-
bility in 1996 with net income of 329 million,
excluding an after-tax gain of 313 million
on the sale ol a non-core business. Brazil's
coeonomy continued to stabiltze with slower,
but sull positive, growth and most notably,
single-dligit inflanon for the fivst tme in
almost 40 vears, While domestic aluminum
demand inereased by 1%, veflecting a wider
distribution ol purchasing power, prices
and margins came under pressure from
the lower-inflation environment. A major
clement in the growth in demand lor alu-
minum was beverage can sheet, where con-
sumption increased 379% . A further phase
of expansion of Alcai’s Pinda rolling mill
in Brazil is under consideration in order



to increase can shect capacity. Alcan’s
shipments in South America were higher,
despite the divestment of businesses, with
improved volumes trom continuing husi-
nesses and increased ingot sales o former
Alcan operations.

Europe

(mitlions of USS) 1996 1995 1994

Net income 21 161 76
Net income excluding

special items* 26 161 87
Shipments (ky)**

Ingot products 89 95 63

Fabricaied products 620 756 675

* Special items include: 1996 rationalization
expenses and ax write-backs, 1994 rationalization
EXPUnSes,

** Includes fabrication of customer-owned metal.

Net income from European operations
was sharply lower in 1996 largely refleciing
diflicult market conditions lor rolled prod-
ucts, lower alumina prices and the sale of
downstream businesses in the UKL European
rolled products demand fell just over 4%
from the 1995 level as a result of weak
underlving demand and customer destock-
ing. This, coupled with falling metal prices
and excess rolling capacity in Euarope,
resulted I intense price competition and
lower margins. Can sheet shipments were
particularly bacly hit due 1o weaker demand
for canned drinks and the conversion of
some can-making lines in the UK. and Taly
from aluminum to steel, Some recovery

in demand was felt towards the end of the
vear as the destocking process appeared

to be complete. The reduction in shipments
in 1996 is primarily due wo the sale of
downstreaim businesses in the UK

In the UK. net income was down from
the 1995 record level reflecting the sale
ol downstream businesses carly in the vear,
lower prices and reduced rolled products
margins. Primary ingot production was cur-
tailed by water shortages in the Highlands
ol Scotland in the middle of the vear, By
vear-cnd, however, production was running
close to capacity, A two-year 380-million
investnent to upgrade and refurbish envi-
ronmental controls at the closed potline
at the Lynemouth smeler is being imple-
mented to allow resumption o {ull capaciy
when warranted by market conditions, The
sale of downstream businesses ok place in
February 19496, raising some 3300 million.

Alcan’s operations in Germany were
particularly alfected by weak demand and
lower prices lor rolled products as well
as higher costs related 10 1the expansion
of capacity at the NorFand Nachtersiedt
rolling mills. With some recovery in ship-
ment volumes towards the end ol the year,
capaci utilization has begun to improve,

Sales volumes of the Ttalian business
were similar to 1995, but margins suffered,
with a lower proportion of sales of higher
margin products.

In France, despite a 3% drop in the
building systems market, income in 1996
was higher than in 1995 due to cost reduc-
tions and marketing improvements.

The alumina refinery in Ireland suffered
a decline in net income resulting from lower
alumina prices. Cost conirol continues to be
excellent,



Asia and Pacific

Other Areas

(mitlions of USS) 1996 1995 1994 (mittions of USS) 1996 1995 1994
Net income 13 43 28 Nel income 31 39 7
Netincome (Loss) Net income excluding
excluding special iems*® 35 39 13
spuecial items® 25 43 (21) Shipments (ki)
Shipments (k1) Ingot products 1 — 3
Ingot products 199 193 274 Fabricated products 7 7 4
Fabricated pl'()(lu(‘t.\‘ 13 32 44 * Special items in 1996 and 1994 were muinly

* Spedial iwans include: 196 mationalizanion expenses,
1994 gains from the sale of Alcan Austradia Limiced
and a difution of Alean’s interest in Indal.

rationalization expenses.

The improvement in net income from
operations experienced in 19495 was partially
reversed in 1996 by the effect ol lower alu-
mina and metal prices and some slowing
in the rate of growth of the Southeast Asian
cconomics. During the vear, Alcan and

tts related companies in Japan, Nippon Light
Metal Company, Lud, {(NLM) and Tovo
Aluminium K.K. (Toval), restructured
certain of their holdings in the region,
The restructuring will reinforee the Alean
Group’s support to its subsidianries and
related companies in Southeast Asia and
China while enabling NILM to fucus on
opportunitics and swrengthen its position
in Japan. Additonal information is provided
in note 11 ol the inancial statements,

The recoveryin the Japanese cconomy
contnued, albeit at a subdued rate, For
NLM, owned 45.6% (47.4% in 1995) by
Alcan, 1996 was a vear of somce improvenent.
During the vear, several ol its businesses
were restructured and sl recduced. As
a result, Alcan’s share of rationahzation
expenses was S12 million, which is included
in Equity loss.

In india, ecconomic growth slowed dunr-
ing 1996 with building and manufacturing
being particubarly aflecied. This, 1ogether
with lower aluminum and aluming prices,
resulted in a 25% decline in net income
for Indian Almninian Company, Limited
{Indal), 34.6%-owned by Alcan. During
the vear, Indal increased i metallurgical
and special-gracle alumina capacity by
65 kt/v through a brownficld expansion
program.

Activities 1 other arcas include raw materials
operations in Jamaica, Guinea and Ghana,
and trading, shipping and insurance activi-
tes in Bermuda, Alcan also sells metal in
other parts of the world such as the Middle
Last and Africa.




FINANCIAL REVIEW

Slow economic growth and customer
mventory reductions in 1996 kept primary
aluminum prices under pressure through
maost of the vear. Although Alcan’s profits
andl cash from operating activities were lower
than in 1995, the Company continued

to strengthen 1ts balance sheet. By yearend,
Alcan had improved its debt-tocquity ratio.
net ol surplus cash, to 17:83, below its stated
target of 20080,

RESULTS OCF OPERATIONS

{millions of USS) 1996 1995 1994
Net income hefore

extraordiny item 470 543 96
Extraordinary loss —  (280) —
Net income 410 263 96

For 1996, Alcan reported consolidated
net income of S410 milhion, Included in the
vear were net after-tax charges of §23 mil-
lion, comprising 330 million of restructuring
charges and S12 million of charges for the
carly retirement of debr offset by S8 million
ol gains arising on disposals ol businesses
aned ST million of tax adjustments for
prior periods,

In 1995, consolidkued netincome, belore
an extraordinary loss, was 3543 million,
The extraordinary loss of S28U million, alter
iy, was for the write«lown of the Company’s
investment in the Kemano Completion
Project (KCI'}, An update on KCP can be
found on page 34, Netincome for 19495 was
also reduced by approximately 370 million
due 10w strike at the Company's operations
in Quebed, and by charges of S15 million
for the carly retirement of debt. These items
were partially offset by a gain ol $24 mil-
lion, which arose from the sale ol a metals
distribution business in the ULS,

Netincome for 1994 included 543 million
in after-tax gains from the disposal of several
businesses, offset by charges of 341 million,
afer ax, Lugely for the rationalization ol
ongoing businesses aned the carly retirement
of debt.

Other income, which principallv inclueles
non-operating gains and interest revenue,
totalled S70 million in 1996 compared
to STO0 million in 1995 and $109 million
in 1994 Tncome inthe two carlier vears
included pre-tax gains on the disposal

ol downstream businesses,

Costs and Expenses

Cost ol sales and operating expenses were
SH,905 million in 199G, 18% lower than in
the previous vear, The decrease in the cost
of products sold largely reflects the impac
of business disposals, as well as the lower
cost of purchused metal and certain raw
nuaterials, such as causuce soda, In 1995,
costs rose by 7% due 1o higher purchase
prices for metal and raw materials, as well
as the additonal costs incaurred due 1o
the Quebed strike.

(kt) 1996 1995 1994

Purchases of aluminum
Ingot products 509 789 759
Scrap 446 509 460
Fabricated producis 48 67 13
1,003 1,365 1,350

In 1996, total purchases ol aluminum,
ac 1003 ki, were down from the levels of the
provious two vears largely due to the impact
of husiness disposals and increased primary
production. Market prices for ingot were
on average SLH36/70in 1996 compared w
SLE3 Cin 1995 and S1.500/t in 1994,

Depreciation expense was 5431 million
in 1996, compared 1o 5447 million in 1995
and S431 million in T94%E Aler having risen
i 1995 as a result of the consolidation of

Joint ventures previously accounted for as

cquiy companics, depreciation declined
in 1996 due o the sale of some downstream

bhusinesses,




Number of Employees
Adjusted for Business
Acquisitions and Disposals
(at year-end)

Heenosands

B

1992 1993 1994 1995

Bi

Selling, administrative and general
expenses declined for the sixth conseoutive
vear. In 1996, these expenses were $422 mil-
hion, 13% lower than i 1995 and 20% lower
than in 1994, Since their peak in 1990,
these expenses have declined by 3237 mil-
lion. or 36%. largely due o divestitures,
cmployee and other reductions, and weaker
tocal currencies against the US. dollar.

Research and development expenses
were 571 million in 1996, litde changed
from 1994 and 1995, The fairly stable level
ol expenses over the last three years reflects
Alcant’s efforts to align R & 1Y activides
more closely with the echnology needs of
its core businesses, principally raw materials,
smelting and rolling. In 1997, spending
is expected to be about the same asin 1996,

Interest Costs

(millians of USS) 1996 1995 1994
Interest expense 125 204 219
Interest capitalized — 2 16

Total interest costs 125 206 235
Effective average
interest rate

73% B82% B.7%

During 1996, Alcan continued o reduce

its total borrowings, as discussed on page 32

As a consequence. total interest costs for
the vear declined by S81 mitlion. The aver-
age offective interest rate for the vear also
declined, reflecting the repayment of higher
cost long-term debt and the impact of
lower interest rates.

Reflecting Alcan’s ¢

contain costs and im
employment lev
tight control in

Other expenses, which include ttems such
as ratonalization expenses and exchange
losses, were S88 million in 1996, versus
S61 million in 1995 and S95 million in 1994,
The increase in 1996 was mainly due to
rationalization expenses.

Income Taxes

Income taxes of S226 million for 1996
represent an effective tax rate of 35% versus
a composite statutory rate of 40%. The dil-
[erence in rates is mainly due to the realiza-
ton ol previously unrecorded tax benefits
on losses, wvestment and other allowances
and tax adjustments for prior periods,
pardally offset by non-deducuble expenses,
In 1995, there was litlle diflerence benveen
the two rates. In 1994, Alcan’s effective rawe
wits 47%. primarily due w non-deductible
currency translation losses and withholding
taxes, partially oftset by reduced rate or tax
exempt items.




Total Borrowings
and Equity
(at year-end)

Total borrowings

Bl Fauity Oneludes minority
inerests and preference
shaves)

Bl Ratio of ta1al borrowings
Lo cquily

millions of LSS

1993 1995

Equity Companies

Alcan’s share of the losses of cquiny-
accounted companies was S10 million in
[996 versus 53 million in 1995 and $29 mil-
lion in T, The increase over 1YW s Largely
due to restructuring costs incurred by Atcan's
related company in Japan, Nippon Light
Metal Company, Lud. (NLM).

LIQUIDITY AND CAPITAL
RESOURCES

Declining fabricated products prices and
[ower volumes, due to the divesunent

of businesscs, led 1o a reduction in cash
generation in 1996, Calculated by tiking
the net income tor the vear, before oxura-
ordinary items, and adding back depre-
clauon and detferred income taxes, cash
gencration was S830 million, as compared
1o S1L164 million in 1995 and 3563 million
in 1994,

For 1106, cash generation execedued
the Company’s combined cash requarements
for capital expenditures and dividends,
by 5222 million. Procecds from the disposal
of non-strategic businesses and other asscis
totalled 56640 million, further invreasing

available cash resources,

yedie

Continued good cash genera-
tion, together with proceeds
from the divestment of busi-
nesses, allowed Alcan to further
improve its borrowings-to-
equity ratio to 23:77. Adjusted
for surplus cash at year-end,
the ratio was 17:83.

; 1996

During the vear, Alcan reduced its totad
borrowings by 3414 million and redecmed
SIH0 million of preference shares, At vear
end, the Company had cash and time
depasits of SH06 million, up from 366 mil
lion a the enc of 1995, The ratio ol wial
horrowings to equity continucd to improve
during 1996, reaching 25:77 Iy vei=-end,
down from 29:71 at the end of 1995 and
35:65 atthe end of 1994 The 19906 rato
improves further to 17:83 when adjustec
to retlect surplus cash atvear=end,

Net operating working capital decreasea
by S63 million in 1996, This wits principall
duc to the impact of lower metal prices on
mventories andd accounts receivable. In J494%4
and 1995, net operating working capital
increased in order to meet inereased business

Acnvin.

Investment Activities

Capital spending for the vear rotalled
5482 million, versus 3441 million in 199,
and 3356 million in 1994, On an ongoing
basis, annual spending of approximateh
S400 million is required to maintain the
integrity of the Company’s existing assets.
The remaining expenditures were mainh
to improve and round-out Tbricating lacili-
ties and 1o extend the Jives of the Company's

stehters.



Cash Flows

B Sales of assets
and inveshments

B s rom operating
activiiies

B Diidends paid

B Capital expenditures

miltlions of { Y

1993 1995

The incercase in spending in 1995 was
largely duc o the impact of consolidating
feint ventures proviously accounted lor as
cquity companies, as well as the acquisition
ol the minority interest in the Aughinish
alumina relinery in Ireland.

Projects, in L1997, other than those 10
maintain existing assets, include the upgrade
of cnvironmental svstems at the Lynemouth
smclter in the UK,

Mo 1996, Alean completed s wajor
program to divest isell of non-strategic
businesses. Over the Tast three vears, the
Company has sold a 75.3% buerest in Alcan
Australin Limited and @ kvge number of
downstream businesses in Canada, the US
the UK. and Brazil, Proceeds gencerated
fromn the sales of non=strategic businesses
total S1.2 billion, which has been used
mainly w reduce debu,

It the third quarter of 1996, Alcan
undertook a restructuring of s investments
in Astie As afivse step, Alcan sold aorelated
company in Japa, Tovo Aluminium KK
(Toval). to Nippon Light Metal Company.
Lid., another related company in Japan,
for cash procecds of S207 mithon. As Toval
remains within the Alean Group, the gain

on the transction wias (I(,‘f(‘]'l'(‘(i.

Cash generat
ceeds from
cash require
of debt and |
shares, Alcan ha

at the end ¢

In Noverber, Alcan and NLM ereated
a new company. Alcan Nikkei Asia Holdings
Lud. (ANALD. owned 60% by Alcan ane
40% by NLM. In exchange for shares of
ANAHL Alcan conwributed a portoen ol its
holdings in NLM. while NLM contributed
its sharchaldings in a number of companics
in Somheast Asiand China, As acresal off
the transaction, Alcan’s cffective ownership
in NLM fell from 47.4% 10 45.6%.

Financing Activities

As dhiscussed carlier, Alean further redueed
total borrowings in 1996, bringing the total
reduction over the last three vears o approx-
imately SL2 billion.

During the vear, the Company prepaid
3367 million of debentures, including, the
12.45%. debenuares due in 1997, the 915
debentures due in 1998 and the 6.375%
debentres due in 1997 Other repavinents
of long-term debt amounted to 536 million,
while short-term borrowings were reduced
by ST million. In addinon, Alcan redecmed
S150 million of its Series G preference

shares.




As a result of the carly retirement off
the debentures, which carried interest rates
that were higher than current market rates,
Alcan incurred after-tax charges of 512 mil-
liow i 1996 and S15 million in 1995,

Interest charges were down in 1996 due
to lower debt and interest rates. As a conse-
quence, Alcan’s pre-tax interest coverage
ratio improved 1o 5.6 times as compared
10 4.8 umes in 1993 and 1.8 tmes in 1994,

The quarterly dividend on common
shares was unchanged in 1996 at 15 cents
per share, The dividend had been increased
from 7.5 cents to 15 cents per common
share in July 1995, Total dividends paid
1o common sharcholders in 1996 were
S136 million versus STOL million in 1995
and S67 million in 1994, With the redemp-
tion of preference shares in 1996, dividends
1o preference sharcholders deelined
516 million For the yvear from 524 million
in 1095 and $21 million v 1994,

In December 1996, Alcan entered into
a Sl-billion global multicurrencey credit
facility with a syndicate ol banks, in replace-
ment of ity other existing eredit lines. At
vear-eied, the full amount ot the new facility
wits avanlable and unuulized.

For 1997, the Company expects that its
cash generation and cash reserves will be
more than sufficient to meet planned cap-
ital expendinures and dividends. Moreover,
the Company's investmentgrade rating gives
it ready access to capital markets, through
the issuance ol a wide range of securities,
In addition, should any major unforesee-
able events oceur, the ahove-mentioned
S1-billion crecit facility should provide more
than adequate liquidity,

KEMANO COMPLETION PROJECT

In the third quarter of 1995, the Company
wrote down its invesiment in Kemano
Completion Project {(KCP). Afiter esumated
disposal proceeds and site restoration costs,
the amount of the write-down was 420 mil-
lion, resulting in an extraordinary loss

of S280 million on an afier-tax basis, or
USS1.24 per cominon share.

In Junuary 1995, the government of
British Columbia unilaterally announced
that it would not allow KCP w0 proceed
and indicated its prepuredness to contirm
this prohibition by legislation. This highly
unusual action by the government was
in breach of certain legal agreements among
the Provinee, the Company and the govern-
ment of Canada under which the Company
was granted certain rights in connection
with the development ol hydroclectric
facilities,

Shortly after the government’s announce-
ment, Alean and the governiment hegan talks
for the purpose of attempiing to reach
a satisfactory resolution of this matter, The
write-down of KCP in 1995 recopnized that
the project could not be completed due
o the government's prohibition.

Anv future quantifiable benefit received
as compensation for the government’s
rejection of KCP will be wreated as an exura-
ordinary gain when realized.

On January 22, 1997, the Company filed.
in the British Columbia Supreme Courrt,

A writ of stmumons which names the
Province of British Coluunbia as defendant
in a lawsuit lor damages arising from s
rejection ol KCP. The Company cominues
negotiations with the government in an
attempt to reach an ouofcourt setttement.



ENVIRONMENTAL MATTERS

Alcan is committed 1o the continued envi-
rommental improvement ol its operations
and procducts. The Company has devorted,
and will continue to devote, significant
resources 1o control air and water pollutants,
1o safely dispose of wastes and 10 remediate
sites of past waste disposal. Alean estimates
that annual enviromment-related spending,
bhoth capital and expense, will average
about ST70 million per vear over the nest

several vears and is not expecteel 1o have

a material elfect on its competitive position,

While the Company does not anticipate
a material increase in the projected level
ol such expenditures, there 1s always

i posstbility that such increases may oceur

i the future in view of the uncertuntios
associated with environmental exposures,
mcluding new information concerning sites
with identified environniental labilities
and changes in laws and regulations and
their application,

Inclicded in otal operating costs and
expenses for the vear are amounts for safe-
guarding the covironment and improving
working conditions in plants. In 1996, such
expenses totalled $96 nillion. This amount
was largelv for costs associated with reducing
air emissions and mitigating the impact
of waste wnd byv-products, In 1994 and 1995,
these expenses totrlled S147 million and
370 million, respectively.,

Included in capital spending in 1996 was

560 million for environment-related projects.

Such spending was Eargely on equipment
designed 1o reduce or contain air emissions
generated by Alean plants. Spending in 1994
and 1995 was 839 million and 353 million,

respectively.

RISKS AND UNCERTAINTIES
Risk Management
As a mulunational company engaged
in a commuocinv-related business, Alcan’s
financial performance is significantly
impacted by Huctuations in metal prices
and exchange rates. In order o reduce the
associted risks, the Company uses a vartety
of tinancial instruments and commaodity
contracts. All risk management activities
are governed by clealy defined policies
and management controls, Transactions
i financial instruments for which there
is no underlying exposure are prohibited.
The decision whether and when o
commence a hedge, along with the duration
ol the hedge, can vary [rom period o period
depending on market conditions aud the
refative costs of various hedging instruments,
The duration of a hedge is always linked
to the timing of the underlving transaction,
with the connection between the two being
constantly monitored to ensure effectivencss,




Foreign Currency Exchange
Exchange rate movements, particularly
between the Canadian dollar and ULS, dollar,
have an important impact on Alcan’s results,
For example, on an annual basis, cach
L'SS0G.01 permanent change in the value of
the Canadian dollar has an aftertax impact
ol approxtmately S11 million on the Com-
pany’s long-term profitability. Alcan benefis
froin w weakening in the Canadian dollar, bu
conversely, is disadvanuyged iF i strengthens,
In order o reduce the shore-term volaility
in costs arising (rom movements in exchange
rates, Alcan hedges a substantial portion
ol its Canadian dollar exposure through
the use of forward exchange contracts and
Currency options,

For further details, reler 1o note 17 of the
financial statements,

Aluminum Prices

Depending on market conditions and logisti-
cal constderaitons, Alcan may sell primary
aluminum to third parties and may purchase
primary aluminum and secondary alurni-
num, including scrap. on the open market
to meet the requirements of its [abricating
businesses, In addition. depending on pric-
ing arrangements with fabricated products
customers, Alcan may hedge some of s
purchasced metal supply in support of those

sales,

Through the use of forward purchase
and sale contracts and options, Alcan secks
to limit the impact of Tower metal prices,
while retaining the ability 1o bencefit from
higher prices, The Company may also,
through a comhination of bedging insuru-
ments, establish a range of sales prices for
& certain portion of its [uture revenues.

Alcan cstimates that on an annual basis,
cach S100 per tonne change in the price
of aluminum has an after-tax impact of
approximatcly S100 million on the Com-
panv’s profitability.

For further dewails, refer o note 17 of the
financial starcments.



RESPONSIBILITY FOR THE ANNUAL REPORT

Alcan’s management is responsible for the preparation, integrity and fair presentation of the financial statements and other information
in the Annual Report. The Mnancial statements have been prepared inaccordance with accounting principles generally aceepted in
Canada and include, where appropriate, estimares ised on the hest judgement of management. Thev conform in all material respects
with accounting principles established by the International Accounting Standards Committee, A reconciliation with accounting principles
generally accepted in the United States is also presented. Finamcial and operating data clsewhere in the Annual Report are consistent
willy that contained in the accompanving Bnancial statements,

Alcan’s policy is 1o maintain svstems ol internal accounting and administrative controls of high quality consistent with reasonuble
cost. Such systems are desighed o provide reasonable assurance that the financial informanon is accurate imd relinble and that Compamy
assets are adequately accounted Tor and safeguarded. The Board of Dircctors oversees the Companny's sustems of internal accounting
and adminmistrative controls through its Audit Committec, which is comprised ob directors who are not cimplovees, The Andic Commiuee
meets regularly with representatives of the sharcholders” independent auditors and munagement. including internal andit siall.
w satisfy themselves that Alcan’s policy is being followed,

The Audit Commitiee has recommended the reappointment of Price Waterhonse as the independent aacditors. subject 1o approval
by the sharcholders.

The financial statements have been reviewed by the Andit Committee i, together with the other reguived information in this
Annual Report, approved by the Board of Divectors, In addition, the financial statements have been audited by Price Waterhouse,
whose report is provided below.

%'—'-"/W'Y—' (g ‘{’j‘L{aDLLW\M‘

Jacques Bougie, Suresh Thadlani,
Chict Executive Officer Chief Finaneial Officer

Febroary 13, 1997

JOECD GUIDELINES

The Organization for Economic Coaperation and Development (OLECL), which consists of 21 industriglized coumries including Canacla,
has established goidelines setting out an acceplabde frmework of veciprocal righits and responsibilities between multinational enterprises
and host govermmenis.

Alcan supports and complics with the OECD gaidelines. and the Company's own sttement, Ve, Is Prrfaose, Objectives and Policies,
is cousistent with them. This statement, first published in 1975, has heen distributed in T Lingnages to Mean emplovees worldwicde
tostrengthen the awareness of the basic principles and policies which have guided the conduct of Alean’s Dusiness over the vewrs,

The statement of Alcan’s purpose. objectives and policies, the Company’s annual indormaton form and its TO-K report are all
available to sharcholders on request. The Tatter two documents contain a complete list of significant Alcan 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 310 1996, 1995 and 199 4 and the
consolidated statements of income, retained carnings and cash lows Tor cach of the vears in the threeaear period ended December 31,
1996, These financial stuements are the responsibility of the Company’s management. Our vesponsibility is to express an opinion on
these financial statements based on our andits,

We conducted our audits in accordance with generally aceepted anditing sundards, Those standards vequire that we plan and
perform an audit to obiain reasonable assurance whether the financial statements are free of material misstatement. An andic incndes
examining, on a test hasis, evidence supporting the amownts and disclosures in the financial statements An audin also includes assessing
the accounting principles used and significant estimates made by nunagement, as well as evaluating the overall fivancial statement
presenlaton,

In our opinion, these consolidated inancial statements present Laicly in all material respects, the Tnaneial position of the Company
asal December 31, 1996, 1995 and 1994 and the results of its operations and its cash flows for each of the vears in the threesvear period
ended December 31, 19496 in accordance with Canadian generally accepted accounting principles.

Montreal, Canada Price Waterhouse

February 13, 1997 Chartered Accountanis




CONSOLIDATED FINANCIAL STATEMENTS

Consolidated
Statement
of Income

(in millions of USS,
except per share amounts)

Consolidated
Statement

of Retained
Earnings

{in millions of USS)

Yo ended December 51
Revenues
Sales el operating revennes
Other income

Costs and expenses
Cost ol sales and operating expenses
Depreciation (note 2)
Selling, adminiswrative and general expenses
Research and development expenses
Interest
Other expenses

Income belore income taxes and other items
Income taxes {note 6G)

Income betore other ems

Lquity loss (note 8)

Minoriy interests

Netmeome hetore extraordinary item
Extraordinary loss (note )

Netimcome

Dividends on preference shares

Netincome attributable to commaon shurcholders

Net income per conunont share before extraardinary

item {note 1)
Extraordimary loss per common share (note 1)

Netineome per cammon share (note 2y

Dividends per connmon share

Year endetd Decembier 31
Retimined carnings — beginning of vear

Nelmceome

Dividends — Common
— Preference

Rewined earnings — end of yvear (note 13)

1996 1995 1994
57,614 $9,287 18,216
75 100 109
7,689 9,387 8,325
5,905 7,233 6,740
431 447 431
422 484 528
71 76 72
125 204 219
88 61 95
7,042 8,505 8,085
647 882 240
226 340 112
421 542 128
(10) (3) (29)
(n 4 )

5 410 3 543 I 96
— 280 —

S 410 $ 263 T 96
16 24 21

S 394 ¥ 239 T 75
$ 1.74 § 2.30 3 0.34
— 1.24 —

$ 1.74 $ 1.06 $ 034
$ 0.60 3 0.45 $ 030
1996 1995 1994
52,959 12,821 $2,813
410 263 96
3,369 3,084 2,909
136 101 67
16 24 21
3.7 $2,959 £2,821



Drecember 3 1996
Assets

Consolidated
Balance Sheet

Currenl assels

{in milliens of US$) Cash and time deposits § 546 %
Receivables 1,262
Inventorices

Aluminum 736
Raw miaterials 325
Odher supplics 244
1,305
3.113
Deferred charges and other assets (nowe 3) 314
Investents (notes 3.8 and 11) 428
Property, plant and cquipment (notes 3, 4w 9)

Cost 11,517
Accumulated deprecianion 6,047
5,470

Tatal assels S 9,325 b

Liabilities and Shareholders’ Equity

Current Liabilities

Pavables § 1,008 3§
Short-term borrowings 178
Income and other tases 98
Debt maturing within one vear (note 1t 19
1,303
Debt not maturing withim one year (notes 3, 10 and 17) 1,319
Deterred credits and other liahilines (note 12) 770
Deferred income taxes 996
Minority interests (note 11) 73
Sharcholders” equin
Redeemuble non-retractable prelerence shuves (note 13) 203
Common sharcholders” equity
Commaon shares (note 19 1,235
Retained earnings (note 13) 3,217
Deferred translation adjusiments (note 16) 209
4,661
4,864

Commitments and contingencies (note 18)
Total Labialities and shaveholders” equin S 9325 by

Approved by the Board:

Jacques Bougie, W.R.C. Blundell,
Dircctor Duector

1995

66
1,449

888
321
281

1,490
3,005

364
695

11,735
6,063

5,672
9,736

1,107
212
101

28

1,448

1,745
701
979

28

353

1,219
2,959
304

4,482
4,835

9,736

1994

% 27
1,410

863
228
293

1,384
2,821

455
1,193

10,718
5,184

5,534
$10,003

$ 1,096
195

23

70
1,384
2,220
796

914

28

353

1,195
2,821
292

4,308
4,661

$10,003




Consolidated
Statement

of Cash Flows
(in millions of USS)

Near encded Deceomber 5
Operating Activitics
Netincome belore exuaordinary irem
Adjustiments 1o determine cash from operaiing aciivities:
Depreciation
Deferred income Laxes
Lquity income — ner ol dividends
Change in receivables
Change in inventories
Change in pavables
Change in income and other txes pavable
Changes in operating working capital due to;
Deterred transhiion adjusiments

Acquisitions, disposals and consolidations/ deconsolidinons
Climge in deferved charges, other assets, deferved credits

and other habilities — net
Gain on sales of husinesses — net
Other — net
Caosh Tram operating activities
fFinancing Activities
Noew el
Debt repavments

Short-term borrowings — el

Commuaon shares issued

Shares wssued by subsidiary companies

Redemption of preference shares

Disvidends — Alcan shaveholders (including preference)
Coash oused Tor financing activities

Investment Activities

Properw, plant and equipiment

Investments

(her

Net proceeds from disposial of businesses andd orther assets
Cash Pram fused Fory mvestment activities

Flfcer of exchange rate changes on cash and time depaosits
Toerease (Decrcasey in cash and time deposies

Cish of companies consolidinted {(deconsolidined) — net
Cash e time deposits — beginning of vear

Cash and time deposits — endd of vear

1996

5 410

431
15
21

187

185

(99)
(3)

(29)
(178)

25

(8)
24

981

56
(459)

(403)
(11)
16

(150)
(152)
(700)

(482)

(482)
660

178
(n
458

22
66

$ 546

1995

$ 543

447
174
12
(38)
(107}
1
78

33
77

30
(34)
(28)

1,044

1994

96

431
36
5

(345)

(128)

168

60
(173)

(86)
(35
(7

65

339
(464)

(125)

12

8
(191)

(264)
(81)
(n

(356)
427



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

tin millions of USS,
exeept where indicated)

1. Nature
of Operations

2. Summary
of Significant
Accounting Policies

Alean is engaged, ogether with subsidiaries and related companies, ineall aspects of the aluminum
business o international scale, s operations include the mining and processing ot bauxite, the basic
alaminum ore; the refining of bauxite into alumina: the generation of clectie power lor tse in smcling
aluminam: the smelting of aluminum from aluming; the recveling of used und scrap aluminum;
the tabrication of aluminum, aluminum allovs and non-aluminum materials ino semi-fabricated
and Inished products: the distribution and marketing of aluminum and non-aduminum products:
il in connection with its ahominum operations, the production and sale of induswrial chemicals,
Alcan, together with it subsidiaries and related companies, has bauxiwe holdings in six countries,
produces alumina in nine, smelts primary aluminum i sis, operates alwninem Fabricating plants
in 16 and has sales oudes and maintains warchouse inventories in the larger mackets of the world,
Alcan also operates a global transportation network that includes bulk cargo vessels, port facilities
and [reight wains,

Since the metal aluminum, lom the raw material 1o the semi-fabricated or fimished produet, is
the primie concern of the Company, and since its operations are vertically integrated on an international
basis, the Company is engaged in one indusory. Operations other than those related o aluminum,
process materials and by-products are not material,

Use of Fstimates
The preparation of linancial statements in contormity with gener:
requires management w make estimates and assumnptions that aflect the reported amounts of assets

dly accepted accounting principles

and habilites and disclosure of contingent assets and liabilities at the date of the {inancial statemoents
and the reported amounts of revenues and expenses during the reporting period, Actual resulis
could differ from those estimates,

Principles of Consalidation
The consolidated fimancial statements, which are expressed in LS. dollurs, the principal curreney
of Alcan’s business. are prepared inaccordance with generally accepted accounting principles (GAAD)
in Canada. They include the accotnus of companices controlled by Alcan, virtaally all of which are
majority owned. Joint ventuies, irrespective of pereentage of ownership, are proportionately consoli-
diated o the extent of Alean’s participaton. Consolidated netineome also includes Alcan’s equiny
in the net income or foss of companies owned 50%. or less where Alcan has significant influence over
management, and the investment in these companies is increased or decrcased by Alean’s share
of their undistributed netincome or loss and deferred ranshuion adinstments since aequisition,
Investments in companics in which Alcan does not have significant inflaence over management are
carried at cost less amounts written ofl

Intercompany balances and transacuons, inchuding profits i inventories, are climinated,

Forcign Currency

The fmancial stitemerits of self-sustatning forcign operations are trinslated o US, dolkrs a
prevailing exchauge rates, Differences arising from exchange rate chianges are included in the Deterred
tanslation adjusiments (DTA) component of Common sharcholders” equite, If there is o redaction
tn the Company's ownership ina foreign operation, the relevant portion of DTA is recognized in Other
mcome or Other expenses at that nme.

Gains or losses on Torward exchange contracts or currency options, all of which serve 1o hedge
certain funre identitiable forcign currency exposires, ave included, together withe related hedging costs,
in Sales and operating revenuces or Cost ol sales and operating expenses, as applicable, concurrently
with recognition of the nnderlving items being hedged.

Unrealized gains or losses on currency swaps, all of which are used o hedge cerain identifiable
loreign curreney debt obligations, are recorded concurrenty with the nnrealized gains or losses on
the debt obligations heing hedge,

Other gains and losses from foreign curveney denominued items are included in Other income
or Other expenses.




2. Summary

of Significant
Accounting Policies
(cont’d)

3. Accounting Changes

Commodity Contracts and Options

Gains or losses on forward el contracts and options, all of which serve o hedge cerin funne
identiftable aluminuny price exposures, are included, wgerther with relaed hedging costs, in Sales
and operating revenues or Cost of sides and eperating expenses, as appheable. concurrently with
recagnition of the underlving items being hedged,

Interest Rate Swaps
Neteash Mows related o interest rate swaps are recorded in Interest concurvently with the interest
expense on the underlving debt

Inventorices
Aluminum., raw nmaerials ane other supplies are siated at cost (determined For the most part on 1he
monthlvaverage methody or net realizable vidue, whichever is the lower,

Depreciation

Depreciation is calcudied on the soraight-line method using rates based on the estimated nseful
lives of the respective assets. The principal vates are 257297 for Duildings and vange from 1% 16 1%
tor power assets and 3% 10 12125 Tor chemical, smelier and fabricating assets,

Fravironmental Costs and Liabilities

Envirommental expenses are acerued when it is probable thar o liabiline for past events exasts, For futare
remonitl and site restoration costs, prevision is made in o ssstematic manner by periadic charges o
income, except for assets that are ne longer in use, in which case [l provision is charged immediately
o income. Environmeni] expenses wre normally inchuded in Cost of sades and operating expenses
except lor kige, unisual ainomnes which e incladed in Other expenses. Acoruals relined o eaviron-
mental costs are inchuded in Pavables and Delerred eredis and other Tabilites,

Fovironmental expenditures of o capital natare that extend the lifedinerease the capaein or
improve the safeny of an asset or that mitgiue o prevent environmental contanmination that has vet
w oceur are included in Froperty, plantand equipment andare depreained generally over the remadn-
ing usetul life of the underlving asset.

Post Retirement Benefits Other Than Pensione
The costs of postretirement bhencelits other than pensions ave recognized onan aceroal basis over the
working lives of employees,

Net Income Per Common Share
Netincome per common share is cadeulated by dividing Nevincome atibutable wo commaon share-
3 million;

holders by the average mumber of common shures outsianding (HRKE: 2262 million: 1995 225
1994 2243 million}.

I the first quieter of [996, the Company adopted new recommendations of the Canadian Institee
ol Chaetered Accountants (CICA) on disciosiee and presentation of tinandial instruments, The new
reconunendations. which Tave no impact on carnings or cash flow, have been applied vetroactively and
the December 31, 1943 balance sheet has heen vestatedt o inerease both Debt notimanering within
one vear and Deterved charges and other assets bv 834 (ST in 14994,

In the first quarter of 1995, the Company adopred new recommendanons of the CHCA, which
require that all joint ventures be accounted tor using the proportionate consolidation method, Prior
to T9Y5, incorporated joint vennures had been accounted for nsing the equine method, This change
has heen applicd prospectively and has no impact on netincome, The impact on vevennes and expenses
is nat significant. The major impact of the change was 1o replace SA61 of Invesoments as at January 1,
1945, by the Company's proportionate share of the nnderlving assets (prinapalls Properis plant
and cquipment of S371) and liabihries (including total debt of S44) in incorporated jomn ventores,



4. Extraordinary Loss —
Kemano Completion
Project

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

In the thivd quurter of 1995, the Company wrote down its investment i Kemuno Completion Projeet
(KCPy. Afer estimated disposal proceeds and siwe restoraton costs, the amount ob the wrile-down was
SA20, resulting in an extraordinary loss of S280 on an afterax basis, or USS1.24 per common share.

I January 1995, the government of British Columbia unikuerally imnounced that it would not
wllow KCP wo proceed and indicated its prepacedness 1o confirm this prohibiton by legislation, This
higlth unusual action by the government was inhreach of certatn legal agrecments among the Provinee,
the Company and the govermment of Canada under which the Company was granted certain rights
in connection with the development of hvdroclectrie Facilities.

Shordy after the government’s announcement, Alcan and the povernment began talks for
the purpose of attempting Lo reach a satistactory resolution of this matter. The write-down of KCP
in 1995 recognized that the project could not be completed due to the government's prohibition,

Any tutire quantiliabde benefis received as compensation for the government’s rejection
of KCP will be reateed as an exiraordinary guin when realized.

On January 220 19497, the Company filed, in the Brivish Columbia Supreme Court, a writ
aof summons which names the Provinee of Brinsh Columbi as detendant in i Lewsadn for damages
arising from its ivjection of KCP The Company conlinues negotiations with the government in an
ntlt'mpl 1y l'(';\('h an (1[[1-‘)[‘-('()[”'( .‘\(‘l[]l,‘l]'l("l]f.

Deferred Income Taxes

Under Cimadian GAAP deforred income taxes are measured dn tx vates prevailing at the time the
provisions tor deferred taxes are made, Deferred income taxes for U.SCGAAP are revalued cach period
using currently enacted tax rales,

Undler Canadian GAAPR deferred income taxes of operations nsing the temporval method
Gniegrated operations and foreign operations located in hyperinflationary cconomies) are tansfated
at historical exchange rates, while under US) GAAP deferred income taxes of all operations are
tanslated al carrent exchange rates,

Currency Translation

Under Canadian GAAPR nnrealized exchange gains and losses on translation of long-term monetary
nems are deferred and amortized over the life of those nems, whercas, under US. GAAR such gains
el Josses are absorbed in mcome immediatels.

Share Purchase Loans
Under Gunadian GAAP, shure purchase Toans 1o cmplovees are classified as receivables, whereas such
loans are deducted trom the stated vadue of conmmon shares under U8, GAAR,




5. Differences Between
Canadian and United
States Generally
Accepted Accounting
Principles (GAAP)
(cont’d)

Reconciliation of Canadian and U.S. GAAPR

Netncome from
continuing operations
helore exwraordinary
iem

Extraordinary loss

Net inconie®

Net income attributable

1o commmon sharcholders
Extraordinary loss

per commen share
Netincome

per common share
Delerred income taxes

— December 31
Common shares

— December 31
Rewained carnings

— December 31
Delerred vranslaton

adjustments (DTA)

— December 31

As
Reported
S 410
) 41;
$ 1394
S -
$ 1.74
$ 996
$1,235
$3,217
S 209

1996

u.s.
GAAP
S 420
s 20
5 404
[
5 1.79
$ 755
$1,231
$3,520
5 14

As
Reported
$ 543
280
3 263
I 239
$ 1.24
$ 1.06
i 979
31,219
$2,959
$ 304

1995

u.s.
CAAP
$ 561

295
$ 266
$ 242
1
$ 107
$ 762
$1,213
$3,252
3 214

As
Reported
§ 96
5 96
§ 75
$  —
$ 034
$ 914
$1,195
32,821
§ 292

1994

u.s.
GAAP
$ 175
s 175
$ 154
-
i 069
$ 703
$1,187
£3,111
$ 197

TG, 82 (31 in 1995 and $85 in 1994} of the ner ditterence between "As Reported™ and "US. GAAP” relates
1o accountng for deferred incomie wxes, In T4, S68 of this difference arose from changes in n races eaiered

during the year.



5. Differences Between
Canadian and United
States Generally
Accepted Accounting
Principles (GAAP)
{cont'd)

The principal items included in Deferred income taxes under U.S. GAAP are:

Liabilities:

BDepreciation

Undclistributed carnings of equity companics
Inventory valuation

Other

Assets:
Tax benefit carrvovers

Accounting provisions not currently deductible for tax

Other

Valuation allowance {amount not likelv to be vecovered

Netdeferred income tax liability

1996

> 810
60
43
77

990

121
180
18

319
84

235
§ 755

December 33

1995

i 844
86
48
57

1,035

184
199
9

392
119

273
i 762

1994

$ 933
93
74
45

1,145

346
195
12

553
M
442
$ 703

The difference between DTA nnder Canadian GAAP and US. GAAD arisex principally from the
impact of FASB Statement No, 109 and 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.

Netincome (Loss) from continuing operations, before cumulative effeet on prior vears of accounting
change, on a US, GAAP basis for the years 1993 and 1992 was $(89) and S(39). respectively, compared
10 ${104) uand $(112), respectively. as reported. Netincome (Loss) from continuing operations,
hefore cumnulative elfect on prior years of accounting change, per common share on a US, GAAP
basis [ov the years 1993 and 1992 was S(0.47) and S(0.28), respectively, compared to S(0.54) and 5(0.60),

respectively, as reported,

6. Income Taxes 1996 1995 1994

Income (Loss) before income taxes and other items

Canada 5 235 $ 300 i 05

Other countrics 412 582 255
647 882 240

Current income taxes

Canacha 87 29 5

(ther countries 124 137 71
211 166 76

Deferred income taxes

Canada (5 114 30

Other countries 20 60 6

15 174 36
Income tax provision $ 226 § 340 £ 112




6. Income Taxes
(cont’d)

7. Joint Ventures

The compuosite of the applicable statatory corporate income tix rates in Canadacis {1 (19495 4035

1994 40,19 . The following is a reconciliation of income taxes calenlated at the above composite

statutory rates with the income tax provision:

1996 1995 1994

Income taxes at the composite statatory vite 5 259 $ 1355 3 96

Differences attributable to:

Exchange translation items 11 17 39

Unrecorded tax benelits on losses — net (33 (5) —

[nvestment and other allowances (24) (24) {14)
Large corporations tax 3 6 7

Withholding wxes G 6 20

Reduced rate or 1ax exempt items 17 21) (29
Foreign tix rate differences (P (6) (9
Prior vears” 1ax adjusunents (mn (&) (3)
Other — net 7 18 15

Income tax provision § 226 $ 340 112

In 199, S7(S2 in 1995 34 in 199 of henefits related 1o income tax Yoss carrvlorwards were recorded

in deferred income tax expense,
Based on rates ol exchunge aw December 31, 1996, additional benetits of approximately $68 relut-
ing 1o prior and current vears” ax tosses will onlv be recognized in income when readized.

The activities of the Company’s major joint ventures are the procurement and processing of vinw
materials in Australia, Brazil and Guoinea, as well as aluminum rolling operations in Germany and
the United States,

Beginning in 19495, Alcan’s proportionate interest in all joint ventares is included in the consoli-
dared financial statements (see note 3), Summarized financial information reking to Alean’s share
of these joint ventures is provided below,

Because most of the acivities of the Company's joing ventures relare o supplving the Company's
other operations, the portion of the Company’s third-pary revenues, and related costs and expenses,
conducted 1throngh joint ventures i insignificant,

1996 1995
Financiad Position ot December 31
Iwentories s 159 $ 158
Properi plant and equipment — net 1,001 1,037
Other asseis 95 114
Total assets §1,255 $1,309
Short-term deb s 17 $ 15
Deht not maturing within one vear 106 102
Other liabilities 152 145
Total liabilites s 275 $ 262
Cirsh Tow intormation Tor the vear ended December !
Cash from financing activities s 12 § 18
Cash used for invesument activities S (76) 3 (28)



8. Investments

9. Property, Plant
and Equipment

Companies accounted for under the equity imethod
Other investments — at cost, Jess amounts written of T

S 421
7
$ 428

1995

$ 688
7

$ 695

1994

$ 1,185
8

$ 1,193

The activities of the major equit-accomnted companies are diversified aluminum operations in Japan
and India. On December 31, 1996, the quoted market value of the Company’s investments in Nippon
Light Metal Company, Lud. (NLM) and Indian Aluminium Company, Limited (Indal} exceeds their
hook value by SH32. Their combined resubts of operations and fitancial position are included in the
sumimary below, The 1996 mlormation for NLM excludes, from the dine of acquisition. the imerest

in those subsidiaries acquired by the Company from NLM s a resalt ol the restructuring of the

Company’s holdings in Asta, explained in note 11

The information for T994 alse includes the results of operations and financial position tor an abaminum

rolling operation in Germany and for operations related 1o the procurement and processing of raw

materials in Australia, Bragil and Goinea, Beginning in 1995, these joint ventures are proportiomately
consolidated and sunvmarized financial information about these is included i nowe 7.

1996 1995
Resudts of operations Tor ihe vear ended Decembey 31
Revenues S 6,483 § 7,896
Costs and expenses 6,457 7.816
Income belore income taxes 26 80
Income taxes 65 84
Netincome (Loss) 39y % {4)
Alcan’s share of Netinconme (Loss) i (10§ (3)
Dividends received by Alean 11 i 9
Financial position at December 31 o -
Current assets $ 3,013 % 3,842
Currvent liabilities 2,735 3,438
Working capital 278 404
Property, plant and cquipment — net 1,916 2,347
Onher assets — net 261 153

2,455 2,904
Debtnot maturing within one vear 1,422 1,351
Netassels $ 1,033 $ 1,553
Alean's equity i net assels S 421 3 688

1996 1995
Cost
Land and property rights 5 236 3 247
Buildings, machinery and cauipmem 10,886 11,201
Construction work in progress 395 287

511,517 311,735

Accumulated depreciation relates primarily 1o Buildings, machinery and equipment.

1994

$ 8,073
7,892

181
218

$ (37
(29)
22

on o

$ 4,029
3,699

330
4,209
261

4,800
1,713

$ 3,087
$ 1,185

1994

$ 140
9,930
648

$10,718

Capital expenditures for maimtaining the productive capacite of the Company's existing assets are

estintted ar $400 per vear.




10. Debt Not Maturing
Within One Year

1996 1995 1994

Alcan Awmmiom Linnred

Pentschmark bank loans, due 200472005 (DM391 million} (a) 5 251 $ 276 $ 256
5.875% Debentures, due 2000 (h) 150 150 150
5.3753% Swiss tfranc bonds, due 2003 (¢) 132 154 137
CARIFA loan, due 2006 (d) 60 60 60
5% Debentures, due 2000 (c) 100 100 100
9.625% Sinking fund debentures, due 20019 (¢) 150 150 150
8.875% Debenwares, due 2022 (0D 150 150 150
Other debr, due 2001 8 8 8
12.45% Canadian dollar debentures, doe 1997 () () — 92 89
G 1% Debentures, due 1998 (10 — 125 125
Commercial paper (h) — — 117
8.2% Debentnes (g) — — 150
9.7% Dehentires (g) -— — 125
94.2% Debentures, due 2001 () - — 150
Lira bank loans — — 46

9.4% Debentures (g) - B B

Adean Ahmninom Corporation

7.25% Debentures, dac 1999 (1) 100 100 100
Other debt, due 1997 /2013 6 6 12
6.373% Debenwares, due 1997 () () — 150 150
G.956% Bank loan — — 25

Jritish Alcam Adumanim |1|( and susieliooes ([ITTII_J.!T].Il'\

Other debt, due 1998 7 — —
Bank loans — 54 94
Aean Deusehlond GmbEL and \lll]hi(l‘l.[l'_\ companies
6.78% Bank loans, due 1997 (DM3 million) 2 4 17
7.75% Baunk loans, due 2001 (DMI15 million) 10 11 —
Bank loans, due 20002001 (DAMIO]D million) (a) 65 38 36
Oueensland Alumina Limited
Bank loans, due 200072003 (a4) 71 67 —
Onher companices
Bank loans, duce 1997 /2011 (a) 48 48 13
4% Eurodollar exchangeable debentures, due 2003 (j) 24 24 24
Other debt, due 1997 /72025 4 [ 6
1,338 1,773 2,290
Deht maturing within one ver included in currend liabilities (19, (28) (70)

51,319 11,745 $2,220

() Interest rates fluctiate principally with the lender's prime commercial rate, the commercial bank
bill rate, or are ued to LIBOR rates,

(h) Through an interest rate swap the Company had effectively converted the interest on the debentures
toa rate tied o U5, LIBOR Tor the period 1o October 1996,

{¢) The Canadian dollar debentures were issued as CANST25 million and the Swiss frane bonds as
SFr178 million. Both debis were swapped for S107 and S105 w effective interest rates ol 9.82%
and 8.98%, respectively.

(c) The Caribbean Basin Projects Financing Aathority (CARIFA) Joan bears interest ata rawe related
to US, LIBOR. The interest was swapped undl April 1996 for a fixed rate of 6.74%. Certain terms
and conditions of the loan are being renegotiated in 1997,



10. Debt Not Maturing
Within One Year
(cont'd)

() The Company can redeem the 9.5% debentures between the years 2000 and 2007 at amounts

i

declining trom 104% o 100% of the principal and can redeem the 9.625% debenures between
the vears 19949 and 2009 acamounts declining from 103% o 100% of the principal. In certain
circumstances prior to January 30, 2000, for the 9.5% debentures, or prior to July 30, 1999, for
the 9.625% debenures, the holders may retract the debentures at 160%.

The interest was swapped untl 1995 at a vate tied to US. LIBOR. The Company has the right
to redeein the debentures duving the vears 2002 (0 2012 a1 amowns declining from 104% 1o 100%
of the principal amount.

(g} The 9.4% debentures due June 18995, the 8.29% debentures due 1996, the 9.7% debentares due

1996, the 9.2%: debentures due 2000 (callable in 1998), the CANS 12.45% debentures due 1997,
the 9.1% debentures due 1998 and the 6.375% debentures due 1997 were effectively extinguished
in December 19494, Tune 1995, September 1995, December 1995, February 1996, February 14996
and September 1996, respectively, tdrough mansacions whereby the Company placed governmeut
securities in trusts, the sole purpose ol which was o fune the repayvment of the debenuures and
velated interest.

{(h} Commercial paper is issuable in Canada at market rates and is fully backed by a long-term global

(1

—

1)

multicurrency crecit facility with a svndicate of banks amounting 1o S1.000. This facility is available
for use by the Company and designated subsidiaries.
The following is summarized consolidated financial information for Alcan Aluminum Corporation,

a whollv-owned subsidiary which consolidates virtually adl of the Company’s operations in the
United States:

1996 1995 1994
Kesults ol aperations Tor the vear ended December 3
Revenues 53,389 $3,937 $£3,753
Costs and expenses 3,242 3,708 3,806
Income (Loss) belore mcome taxes 147 229 {53)
Income 1axes 55 86 (18)
Netincome {Loss) s 92 $ 143 $ (35
Financial position at December 31
Current assets S 868 $ 615 $ 737
Curren Lahilities 578 353 676
Working capital 290 262 61
Property, plant and cquipment — ne 756 795 840
Other labilities — net (186) (138) (124)

860 N9 777

Dbt not maturing within one vear 105 256 257
NCLassets S 755 $ 663 $ 520

The above figures are prepared using the accounting principles followed by the Company
(sce note 2), except that inventories have been vadued principally by the lastin, firsout (LIFO)
method,

Results ol operations in 19495 included nevattertax gains on disposals of businesses ol S24.
In 1944, results ol operations included alter-tax ratonalizaton charges, net of gains on disposals
of businesses, of $6,

Debenture hotders are entitled to receive at their option 1,772 common shares held by the Company
in NLM., a velated company, in exchange for each ten thousand dollir principal amount of deben-
mres. The Company can redeem the debentures Detween the vears 1997 and 1989 al ainounts
declining from 102% 1o 100% of the principal.

The Company has swapped, o 1998, the interest pavinents on S100 ot its floating rate debt in exchange

for

lixed interest pavinents,

Based on rates of exchange an vear-end, debt repayment requirements over the next five vears amount
to ST9 in 1997, S32 in Y98, S126 in 1994, 5224 in 2000 and S113 in 2001,




11. Restructuring
of Holdings in Asia

12. Deferred Credits
and Other Liabilities

In the third quarter ol 1996, the Company sold its equitvsicconnted investment in Tovo Aluminium
KK. (Toyal) to the Company’s Japanese atfiliate, Nippon Light Metl Company, Lid. (NLM), for cash
proceceds of $207. The alter-tax gain of $128, in(']u(l'ing deterred ranslation adjustments, on this sale
has been deferred. Approximately one halt ol the gain is heing recognized over the peviod related
o the wmilization of the underlying assets by Toval, while the remainder will be recognized if certain
non-depreciable assets are sold by Toyal, .

In Novewber 1996, the Company and NLM created o new company, Alcan Nikkei Asia Heldings
Lacl. (ANAH). owned 60% by Alcan and 46% by NLM. In exchange for shares in ANAH the Company
contrihuted a portion of its holdings in NLM while NLM conuributed its sharcholdings in a number
of companies located in Malaysia, Thailand and China. The Company's effective ownership of ANAH,
including the interests held through NEM, is 78.2% and the minoriyy interest in ANAH's subsidiaries
is presented on this basis,

As a result of this transaction, Alcan’s effective ownership in NLM falls from 47.4% to 43.6%.
The gain on the partial sale of the Company’s investment in NLAL has been deferred and will be
recognized over the period related o the wilizaton or disposition of the underlving assets by ANAH's
subsidiaries.

[ncluded in the Company’s balance sheet at the date of acquisition were the following assets and
liabilities of ANAFTs Asian subsidiarics:

\:\'urking capital S 49
Property, plantand equipment 99
(ther assets — net 9

157
Long-terin delbt 4
Minority interest 71
Netassets S B2

The Company’s share of net income for the month since acquisition is not significant.

Deferred credits and other liabilities comprise the following clements:

1996 1995 1994
Deferred revenues S 74 $ 87 $117
Deterred profit on sale of invesuments 113 — —
Post-retirement and post-employment benelis 405 426 432
Favironmental leabilities 32 38 58
Rattonalization costs 31 27 48
Claims 39 41 46
Other 76 a2 95

§770 3701 $796




13. Preference Shares

14. Common Shares

Authorized
An unlimited number of Preference Shares issuable in series. All shaces are without nominal or par
value.

Authorized and Outstanding

In each of the years 1996, 1995 and 19494, there were authorized and outstanding 5,700,000 series €,
1.700,000 series D, and 3,000,000 scries F, redeemable non-retractable prcl'cr(‘n'('v shares with stated
values of 106, $43 and 854, respectively.,

The 300 series G redeemable non-retractable preference shares with stated value of S130, anthorized
and custanding throughout 1994 and 1995, were redeemed in August 1996,

Ouistanding shares are eligible tor quarterly dividends as follows:
— Preference, series C, I and E — An amount related to the average of the Canadian prime
inwerest rates tor serics Cand E, and the average of the ULS. prime interest rates for series B,
quoted by two major Canadian banks for stated periods.

Outstanding shares may be called for redemption at the option of the Company on 30 days’ notice
as follows:
— Preference, series Cand E {denominated in Canadian dollars) and 1 {(denominated in ULS,
dollars) — At 325.00 per share.

Any partial redemption must be made on a pro rata basis or by lot,

The authorized common share capital is an unlimited bumber ol common shares without nominal
or par value. Changes in outstanding common shares are sunimarized helow:

Nuinber fin thousands) Stateed Value
1996 1995 1994 1996 1995 1994

Ourstanding -

beginning of year 225,913 224,685 224,060 $1.219 $1,195 $1,183
Issued for cash:
Executive share option plan 549 1,039 433 11 18 7
Dividend reinvesunent

and share purchase plans 158 189 192 5 6 5

Outstanding — cnd of vear 226,620 225913 224,685 $1,235 31,219 $1,195




14. Common Shares
(cont’d)

15. Retained Earnings

Undey the executive share option plan, cenain emplovees may purchase common shares at market
value on the effective date of the grant of cach option. The average price of the shares covered
by the cutstanding options is CANS33.4T pershare, These options vest generally over a period ol four
vears from the grant date and expire atvarious dates during the next 1y vears, Changes i the number
ol shares under option are summarized below:

Number (i thonsanndsy )

1996 1995 1994
Guistanding - heglnning of vear 3,473 3,934 3,740
Granted 853 752 1,022
Exercised (549) (1,039) {(433)
Cancelled (62) (174) (395)
Ouistanding — end of vear 3,715 3,473 3,934

At December 31, 1996, the Company bad reserved for issne under the executive share option plan
19.251.288 shares,

The Company does not recognize compensation expense For options granted under the executive
share option plan. If the Company had elected 1o yecognize compensation expense for these options
in accordance with the methodology preseribed by Statement No. 123 of the ULS, Financial Accounting
Standards Board, net income would have been lower by S8, or $0.04 per share, (87, or S0.03 per share,
m 1995),

Shareholder Rights Plan

In 1940, sharcholders approved a ploy whereby cach common shane of the Company carries one
right to purchase additional common shares. The plan, with cortain amendinents, was recontivmed
at the 1995 Annual Meeting, The righis ander the plan are not correnty exercisable but may become
s0 upon the acquisition by a pearson or group ol aflilined or associned persons ("Acquiring Person”™)
of heneficial ownership ol 20% or more ol the Company’s outstanding voting shares or upon

the commmencement of a takeover bid. Holders of rights, with the exeeption of an Acquirving Poerson,
in such circumstances will be entitled o purchase from the Company, upon pavinent ol the exercise
price (currently S1I00.000, such number of additional common shares as can be purchased for twice
the exercise price based on the market value of the Compamy's commeon shares e the tdme the rights
hecome exercisable,

The plan has a permitted bid feature which allows a takeover bid o proceed without the rights
under the plan becoming exercisable, provided thar it mecets certain minimuam specified standards
of airness and disclosure, even if the Board does not support the bid.

The rights expire in 1999, but may be redecmed caclier by the Boarel, with the prior consent
of the holders ol vights or conmmon shares, for | cent per right. In addition, should a person or group
of persons acquire ontstanding voting shares pursuant to a permitted bid or a share acquisition
in respect of which the Board has waived the application of the plan, the Board shall be deemed
to have clected w redeem the rights at ] cent per vight.

Consolidated retained carnings at December 31, 1996, includes S186 of undistributed carnings

ol companies accounted for under the equity method and SR of uodistributed carnings of sub-
sidiaries and jeint ventures, somwe part of which may be subject to certain taxes and other restrictions
on distribution 1o the parent company: no provision is made for such tixes becanse these carmings
arce reinvested in the business,



16. Currency Gains
and Losses

17. Financial
Instruments and
Commodity Contracts

The Tollowing are the amouits recognized in the financial statements:

1996 1995 1994
Crovenes gains losses) exeludmg reaitzed delerred
translation adjustments:
Forward exchange contracts and curreney options S 40 $(56) $(62)
Other (4 (1 (8)
5 36 $(57) $(70)
Detevved wranshation adjostonents:
Balanee — beginning of year $304 1292 $100
Elfect of exchange rate changes (94) 12 152
Losses (gains) realizedd (1) — 40*
Balance — end of yem $209 1304 $292

*Related principally to the sale of Alcan Ausodi Limited.

In conducting its business, the Company uses various insteaments, including forward contracts and
R ) S

options. to naage the visks arising from fluciuations in exchange rates, interest rates and aluminum

prices, All such instruments are used for risk management pirposes only.

Finandial Instruiments - Currency

The Company secks to manage the risks arising from movements in exchange rates on identfiable
firm cost commiunents (principally Canadian dollar)y and cortain foreign currency denominated
revenues, A combination of forward exchange contracts and options, covering periods ol up 1o three
vears, are uscd o manage these visks,

At December 3101996, the contract amonnt of Torward exchange contracts outstanding used
to hedpge funire firm cost commitments was S1,791 (S2,0017 in 1995 and S1,568 in 1994} while the
contract amount of purchased options (range forward contracts) ontstanding used 1o hedge future firm
cost commitments was S614 (S350 i 1995 and S145 i 19943 A December 31, 1996, the
contract amount of oustanding forward exchange contracts nsed o hedge future revenees was
SART (3236 1 1995 and 3268 in 1904,

The marker salue of outstanding forward exchange conacts relaed 1o hedges of costs or revenues
at December 31, 1996, was such dhat il these contracts had been closed oun the Company would have
received S17 (S37 in 1995 and S5 in 1994), Based on prevailing market prices, if the enrrency option
contracts (range forward contracts) had been closed out on December 31, 1996, the Company would
have received ST {paid S2in 1995 and paid 312 in 1999}, Unrealized gains and losses on ontstand-
g {orward contracts and options are not recorded in the financial suitements undl maturity of
the nnderlying transactions.

In addition, certin intercompany foreign currency deneminated loans are hedged through the
use of forward exchange contracts, At December 31, 1996, the contract amount of sueh forward
contracts was 3231 (8236 in 1995 and 5208 in 1994) and the market value was such that if these
contracts had been closed out, the Company would have received S2 (received S4in 095 and paid
S2in 108 ).

Included in Deferred charges and other assets is an amoant of 82 (53 m 1995 and S4 i 19494
consisting of net losses on terminated lorward exchange contraces and options used 1o hedge futare
costs, These deferred chinges will e included in Cost of sales and operating expenses at the same
time as the underlving lrnsactions beimg hedged are recognized.

Financial Instruments - -- Debt Not Maturing Within Onc Year

As explained in note 10, the 5.375% Swiss frane bonds ol principal amount SFr178 have been
swapped for S105 atan cffective interest vane of BO8%. 1 the swap had been closed outat December 31,
1996, the Company would have received S32 (S47 in 1995 and S27 in 1994) of which an amount of
S27 related ro the swap of the principal (349 in 1993 and S32 in 1994) has been recorded in
Deferred charges and other assers,

Financial Instruments -- Interest Rates

As stated in note 1 the Company enters into a number of interest rate swaps o manage lunding
costs as well as the volatilite of interest rates, Net cash flows related to swaps arve recorded in Interest
conaurrently with the interest expense on the underlving debt.




17. Financial
Instruments and
Commodity Contracts
(cont’'d)

18. Commitments
and Contingencies

Changes in the fair value of the interest rate swaps are not recognized on a mark w market basis
since these relate specifically wo interest costs on identifiable debu

ICall interest rate swap agreements had been closed out on December 31, 1996, the Company
would have paid $6 (512 in 1995 and 520 in 1994). based on prevailing interest rates.

Commodity Contracts — Metal

Depending on supply and market conditions, as well as for logistical reasons, the Company may sell

primary metal to third parties and may parchase primary and secondary aluminum on the open market
o meet its tabricated products requirements, [n additon, the Company mav hedge certain commit-
ments arising from pricing arrangements with some of its customers,

Through the use of forward purchase and sales contracts and options, the Company secks to limit
the negative impact of low metal prices whilst retaining most of the benetit from higher meal prices.
At December 310 1995, the Company had outstanding forward purchase contracts covering
474,300 wonnes (472,400 tonnes in 1995 and 490,000 1onnes at December 31, 19494), mataring at various
dates in 1997, 1998 and 1999 (1996 and 1997 at Decemnber 31, 1995 and 1995 a1 December 31, 1994).

In addition. the Company held call options outstanding for 591,300 1onnes (146,500 tonnes at
December 31, 1995, and 46,000 wnnes at December 31, 1994) maturing at various dates in 1997 and
TOU8 (1996 and 1997 a1 December 31, 1995, and 1995 at December 31, 1994),

At December 31, 198, the Company held 538,000 tonnes of put options which matired in 1995
The Company also had sold 415,000 wonnes of call options which gave the purchaser the right, at various
dates in 1995, to any excess in metal prices above a predewermined level, This resulted i the metal
price component ol revenues for 415,000 1nnes ol the Company’s 1995 sales heing established within
a range and a minimum price being established in respect of 143,000 wonnes.

Included in Deferred charges and other assets is 325 (87 in 1995 and S19 in 1994) representing
the net cost of outstnding options,

The option premiums paid and received, wogether with the realized gains or losses on the contracts,
are included in Sales and operating revenues or Cost of sales amd operating expenses, as applicable,
concurrently with recognition ol the underlving items being hedged.

Based on mewal prices prevailing on December 310 199G, all commodity torward purchase
contracts andd opions had been closed out, the netamount received by the Company would have been
SHO(SH in 1995 and S37 in 199,

Caunterparty Risk

As exchange rates, interest rates and metal prices fluctoate, the above contracts will generate gains
andd losses that will be offset by changes in the value of the underlving ftems being hedged,

The Company may be exposed o losses in the [uture if the counterparties w the abuve contracts
fail 1o pertorm. However, the Company is satstied than the risk of such non-performance is remore,
due to s controls on credit exposures,

Financial Instruments — Market Value
On December 31, 1996, the fair value of the Company’s long-term debt totalling S1,338 (81,773
in 1995 ane S2,290 in 1994) was S1,363 (S1.868 in 1995 and 32,308 in 1994, hased on market prices
tor the Company's fixed rate securites and the book value of variable-rate debt,

The market values of all other ttnancial assets and liabilities and preference shares are approxi-
mately equal 1o their carrying values,

The Company has guarantecd the repayment ol approximately S21 of indebtedness by third parties,
Alcan believes that none of these guarantees is likely o be invoked. Commitments with third parties
and certain related companies for supplies of goods and services are estimated at $49 in 1997, S64

in 1998, S56 in 1999, $34 in 2000, $34 in 2001, and $170 thereafter. Total fixed charges from these
entities were ST in 1998, $62 in 1995 and S35 in 1994,

Minimum rental obligations are estimated at S51 in 1997, 8§47 in 1998, $43 in 19949, S16 in 2000,
S1Hin 2001 and S30 thevealier. Total rental expenses amounted to SBO in 1996, S84 in 1995 and 504
in 1994,

Alcan, in the course of s operations, is subject to environmental and ether clanns, lawsuits and
contingencies. Acernals have been made in specilic instances where it is probabile that liabilities will
be incurred and where such liabilities can be reasonably estimated. Although it is possible that labilites
may arise in other instinces for which no aceruals have been made. the Company does not helieve
that such an outcome will significantly impair its operations or have a material adverse effect on s
financial position.

I additon, see reference w capital expenditres in note 9, debt repaviments in note 1),
and inaneial instruments and commodity contracts in note 17.



19, Supplementary
Information

20. Post-Retirement
Benefits

1996 1995 1994

Incone statement
Interest on long-term debt 3 109 $ 175 $ 208
(16)

Capitalized interest — (2)

Balance sheet
Pavables

Accorued emplovient costs S 167 $ 150 $ 145
Shor-term horrowings (principally from hinks) 178 212 195

At December 31, 1996, the weighted average interest rate on shore-term borrowings was $.8% (7.3%
m 1992 and 9.1% in 1994),

Statement ol cash lows
[nterest paid $ 133 $ 218 § 237
[ncome taxes paid 214 71 62

Alltime deposits qualifv as cash equivalenits,

Pension Plans
Alcan and its subsidiarics have established pension plans in the principal countries where they operate,
for the greater part contributory and generally open to all emplovees. Most plans provide pension
benefits that are hased on the emplovee’s highest average eligible compensation during any consecutive
36-month period before retirement, Plan asscts consist primarily of listed stocks and bonds.

Alcan’s [unding policy is 1o contribute the amount required 1o provide for benefits atributed
o service 1o date, with projection of salaries to redrement, and to amortize unfunded actuarial labilities
for the most part over periods of 15 vears or less,

1996 1995 1994
Service cost for the vear 5 69 $ 7o i 85
Intevest cost on projected benetin obligation 225 215 206
Actual return on asseis (505) (483) 64
Varianee ol actual retim from expected long-term rae
of 7.3% (7.5% in 1995 and 7019 in 1994) being deferred,
and amortization of gains and losses LY 221 (312)
Net cast for the vear 5 30 3 29 % 43

Included in the ner cost for 1996 are S27 of seulement gains {(S16 1 18995 and S16 in 1994) and $22
of cortaihnent losses (ST in 1995 and S11 in 1994) related 10 the disposal of certain businesses,

The plans’ funded status at December 31 way:
Actuarial acenmulated henefit obligation,

which is substantially vested® $3,117 $2,818 $2,553
Plan assets at market value 53,986 $3,447 $3,087
Actuarial projected benefit obligaton based on average

compensation growth of 4.9% (4.8% in 19495 and

5.0% in 1994) and discount rate of 7.2%

(7,15 in 1995 and 7.4% in 1994) 3,506 3,210 2,900
Plan assers inexcess ol projected benefit obligation 480 237 187
Unamortized actuarial gains — ner#= (779) (495) (430)
Unamortized prior serviee cost® 313 287 300
Unamortized portion of net surplus at January 1, 19865 (71) (93) (17
Net pension linbility in balance sheet S (57) $ (64) $ (60)

Includes commitments oy which the actarial acommubated beneflic obligation exceceds plan assets by 3147
in 1996 (SHO8 in 1995 aned SLOY in 1994). These have been fally provided i the Company's accounts
{(ste nowe 142y,

“Reing amortzed over expected average renaining service of emplovees, grenerallv 13 veans,




20. Post-Retirement
Benefits
(cont’d)

Other

The Company provides life insurance benetits under some ol its retrement plans. Certain carly
retirement arvangements also provide lor medical benefits, generally only undl the age of 65, These
plans are not funded,

1996 1995 1994
Service cost for the vear 5 4 i 4 i 6
Interest cost on accumulated benefit obligation 12 13 14
Amortization of gains and losses (5) (15) (12)
Totul cost Cov the vear 5§11 $ 2 % 8

Included in the total cost for 1996 is S1 of curtailment gains (S12in 1995 and ST in 1994) related
o the disposal of certain businesses.

Accumutlated benefit obligation (ABO) bascd on average compensation growth of 3.2% (5.2% in
19495 and 5.2% in 1994) and disconnt rate of 7.0% (7.0% it 1995 and 7.6% in 1994);

Active employees

—not fully eligible 5 61 $ 66 1 66
— fully eligible 29 28 25
Retired emplovees 88 97 91
Totl ABO 178 191 182
Unamorazed gains — net 24 1 28

ABO in balance sheet 5202 $202 21 0

The assumed heatth care cost rend rate used in cateulating the above amounts was 8.3% in 1996
(LLO%, in 1995 and 11.0% in 1994, decreasing gradually to 305 (5.0% in 1995 and 65.0% in 1994)
in 2006, 1f the average ol such rate was increased by 1LO%., the ABO would increase by approximately
S8 and the periodic cost of post-retirement benetits other than pensions would inerease by approxi-
mately S1oper vear.



21. Information
by Product Sectors

The following presents selected information by major product sector, viewed on a stand-alone basis.
Transactions between product sectors are conducted on an arny’s length basis and reflect market-
related prices. Thus, profit on all wumina produced by the Company, whether sold o third parties
or used in the Company's smelters, is included in the raw materials and chemicals sector, Similarly,
income from primary metal operations is mainky profit on mewal produced by the Company, whether
sold 1o third partics or used in the Company’s fabricating operations, [ncome from [abricated product
businesses represents only the fabricating profit on rolled products and downstream businesses,
Capital emploved is detined as the sum of short and long-term deht, deferred income taxes,

minority interests, preference sharves and common sharcholders’equity,

Sales and (i|)1'|':{ling FEVCITULES ()|)l'|"ll:\l]: o

Intersector Fhaved panrties
1996 1995 1996 1995 1996 1995
Raw muterials and chemiacals § 507 § 555 S 529 $ 618 $ 95 $ 203
Primary metal 1,653 2,286 1,472 1,612 519 701
Fabricated products - — 5,593 6,983 127 346
Intersector and other items (2,160) (2,841) 20 74 147 (49)
S — b — $7.614 $9,287 S 888 $1,201
Reconciliztion to net income
belore extraordinary item
Equity loss (10) (3)
Corporawe olfices (V17 (111)
Interest (125) {204)
[ncome 1axes (226) (340)
Netmcome bhelore
extraordinary item $ 410 § 543
Capital Employed
DYl

Rivw muaterials and chemicals $1,173 $1,146
Primary metal 2,430 2,596
Fabricated products 3,365 3,797
Equity companies less intersector items 481 288

$7.,449 $7,827




22. Information
by Geographic Areas

[.ocation

Canada

United States
South America
Farope

Asia and Pacilic
All other

Sales and operating
revenues — subsidiaries

Sub-total
Consolidation climinations

Towal

1996

$ 2,169
399

25

216

78

349

3,336
(3,336)

s _

1995

$ 2,740
552
41
222
96
338

3,989
(3,989)

$ —

1994

$ 2,300
453

15

174

53

266

3,261
(3.261)
% —

Sales o subsidiary companies are made at fair market prices
recognizing volume, continuity of supply and other factors,

Sales and operating Canada $1,210 $1,258 § 952
revenues -- third parties L'nited States 2,871 3,306 3,288
South America 579 719 556
Europe 2,633 3,632 2,813
Asia and Pacilic 290 326 567
All other 31 46 40
Total $ 7,614 $ 9,287 $ 8,216
Net income Canada S 178 $ 216 % 16
United States 70 123 16
South America 42 15 9
Furope 21 161 76
Asiaand Pacitic 13 43 28
All other 31 39 7
Gonsolidation eliminations 58 (54) (56)
Net income hefore
extraordinary item 410 543 96
Extraordinary loss
— Canada — 280 —
Toul S 410 $ 263 $ 96
Total assets Canada $ 4,159 $£4,033 § 4,589
at December 31 United Siates 1,820 1,679 1,872
South Amcerica 739 854 859
Europe 3,189 3,520 3,087
Asinand Pacilic 983 1,078 1,019
All other 377 463 373
Consolidation eliminations (2,042) (1,891) (1,796)
Tenal § 9,325 $£9,736 310,003
Capital expenditures Canada $ 143 3 99 % 65
and investments United States 58 63 58
South America 43 45 22
Furope 185 196 197
Asia and Pacilic 7 3 4
All other 49 35 10
Total $ 482 $ 441 $ 356
Average number Canacla 11 11 12
of employees United States 4 4 7
fin thorsands) South America 4 6 6
Lurope 12 15 14
Asia and Pacitic 1 — 2
All other 2 3 1
34 39 42

Towl




QUARTERLY FINANCIAL DATA

(in miflions of USS)

{unandiled) First Second Third Fourth Year
1996

Revenues 52,015 £1,972 §1,881 $1,821 $7.689
Cost of sales and operating expenses 1,528 1,501 1,460 1.416 5,905
Depreciation 110 108 108 105 431
Income taxces 69 74 57 26 226
Other items 183 177 155 202 717
Net incometh S 125 $ 112 $ 101 s 72 S 410
Dividends on preference shares 5 5 4 2 16
Netincome atributable 1o commeon shareholders s 120 $ 107 5 97 $ 70 5 394
Net income per common share (in USS)2) S 0.53 5 047 $ 0.43 s 0.31 $ 1.74
Netincome under US. GAAP™ s 120 s 118 s 111 s 71 S 420
19495

Revenues § 2,455 $ 2,449 $ 2,288 $ 2,195 $9,387
Cost of sales and operating expenses 1,874 1,843 1,750 1,766 7,233
Depreciation 109 113 115 110 447
Income taxes 102 99 86 53 340
Other items 196 214 194 220 824
Net income belore extraordinary item 174 180 143 46 543
Exuraordinary loss — — 280 — 280
Net incommre {Loss)t! $ 174 $ 180 $ (137 % 46 $ 263
Dividends on preference shares 6 6 5 7 24
Netincome {Loss) attributable to common shareholders $ 168 $ 174 $ (142) 3% 39 $ 239
Net income before extraordinary item per common share (in LSSy $ 075 $ 0.77 § 0.61 § 017 § 230
Extraordinary loss per common share (in USS}) — — 1.24 — 1.24
Netincome (Loss) per common share (in USS)H § 0.75 $ 077 $ (G63) § 0.7 $ 1.06
Net income hefore extraordinary item under U8, GAAP®Y § 176 % 172 % 119 § 94 § 561
Netinenme (Loss) under U8, GAADPE? F 176 $ 172 $ (076) % 94 $ 266
194

Revenucs $ 1,809 § 2,068 $2196 § 2,252 $8,325
Cost of sales and operating expenses 1,497 1,689 1,757 1,797 6,740
Depreciation 109 113 104 105 431
Income 1axes 28 51 33 112
Other items 228 231 218 269 946
Netincome {Loss)(1 ! @25 3 7 ! 66 % 48 t 96
Dividends on preference shares 4 5 6 6 21
Netincome (Loss) attributable to common sharcholders I 29 % 2 % 60 % 42 I 75
Net income {Loss) per common share {in USS){ §(013) § 001 $t 027 % 019 f 0.34
Net income under US. GAAPEY i 5 $ 18 b3 15 § 137 § 175

11 The first quarter of 1996 included an alter-tax charge of $12 on the insubstance defeasance of debeunoes, The third quarter of 1998 incinded

an aftertax gain of S8 from the sale ol businesses.

The first quarter of 1995 inchuded an after-tax gain of 24 from the sale of Alcan’s metal distiibution business m the US. The second. thivd and {foarth
quarters of 1995 included after-ax charges of 33, 84 and S8 respectively on the insubstance defeasance ot debenmres,

The first quanter of 1M included an alterax ratdonalization charge of STHand an offsettingg gain of S1E trom the dilutions in Alcan’s ownership in Indion
Aluminiem Company, Limited. The third guarter of 1994 mcluded aner gain of 839 on disposal of businesses parilv offset by after-tax provisions of §12
related 1o restructuring charges in Braziland carly retirement of debt in the UK The fourth quarter of 199 included special charges of $25 after ax,
related largely o the rationalization of ongomy businesses and losses on the disposal of certain other husinesses,

@ Netincome (Loss) per common share calenlations ave based on the average number of conomon shanes outstanding in cach peviod.

¥ See note 3 to the consolidated lnurcial statements for explanation of diferences between Canadinn and US. GAAD,




ELEVEN-YEAR SUMMARY

1996 1995 1994
Consolidated Income Res ennes
Statement [tems Sales and operating revenues 7,614 9,287 8,216
(fn miflions of USS) Oiher income 75 100 109
Total revenues 7.689 9,387 8,325
Closts and expenses
Cost of sales and operating expenses 5.905 7,233 6,740
Depreciation 431 447 431
Selling. adiministrative and general expenses 422 484 528
Research and development expenses 71 76 72
Interest 125 204 219
Other expenses 88 61 95
Income 1axes 226 340 112
Equity income (loss) (10) (3) (29)
Minority interesis (1) 4 (3)
Netincome {Loss) before extraordinary item 410 543 96
Exuaordinary loss — 280 —
Net income {Loss) 410 263 96
Preference dividends 16 24 21
Netincome (Loss) auribuiable 1o common sharcholders 394 239 75
Consolidated Balance Operating working capital 1,461 1,731 1.675
Sheet [tems Property, plant and equipment — net 5,470 5,672 5,534
(fn millions of USS) Total asscts 9,325 9,736 10,003
Total detn 1,516 1,985 2,485
Deferred income taxes 996 979 914
Preference shares 203 353 353
Common sharcholders’ equity 4,661 4,482 4,308
Per Common Share Netincome (Loss) belore exuraordinary item 1.74 2.30 0.34
(in USS) Netincome (Loss) 1.74 1.06 0.34
Dividends paid 0.60 0.45 0.30
Common sharcholders” equity 20.57 19.84 19.17
Market price — NYSE close 33.63 31.13 25.38
Operating Data Consolicated aluminmum shipmaenis
(in thousands of tonnes) Ingot products® 810 801 897
Fabricated products 1,539 1,733 1,763
Fabricadon of customer-owned metal 258 225 189
Total aluminum shipments 2,607 2,759 2,849
Consolidated primary aluminum production 1,407 1,278 1,435
Consolidated aluminum purchases 1,003 1,365 1,350

Consolidated aluminum invenworics {end of year) 408 449 435
Primary aluminum capaeity

Consolidated subsidiarices 1.561 1,561 1,561
Toral consolidated subsichiaries and related
companics 1,698 1,712 1,712
Other Statistics Cash from operating activities (fn milfions of USS) 981 1,044 65
Capital expuenditures (in mitlions of £58) 482 441 356
Ratio of total borrowings to cquity (%) 23.77 29:71 35:65

Average number of emplovees (in thousands) 34 39 42
Common shareholders — registered

*Includes primary and secondary ingot and scrap.

(tn thowsands at end of year) 22 23 26
Common shares oustanding (e nillions at end of year) 227 226 225
Registered i Canada (%) 61 61 55
Registered in the United States (%) 39 38 44
Registered in other countries (%) — 1 1
Rewrn on average commeon sharcholders” equite (%) 9 5 2
Before extraordinary item (%) 11

*EPrimary aluminum capacity has been restated o reflect better the actual production levels achieved over a period of time.




1993 1992 1991 1990 1989 1988 1987 1986

7,232 7,596 7,748 8,757 8,839 8,529 6,797 5,956
75 69 82 162 208 97 81 100
7,307 7,665 7,830 8,919 9,047 8,626 6,878 6,056
6,002 6,300 6,455 6,996 6,682 6,072 5117 4,635
443 449 429 393 333 316 296 276
551 596 635 659 600 525 447 406
99 125 131 150 136 132 95 77
212 254 246 197 130 137 177 202
106 18 163 65 62 91 13 52
(13) 7y (104) 126 350 497 230 134
(12) 53 89 21 97 97 35 5
1 (5) — m (16) (22) (5) (2)
(104) (112) (36) 543 835 931 433 277
(104) (112) (36) 543 835 931 433 277
18 23 20 22 21 30 36 33
(122) (135) (56) 521 814 901 397 244
1,314 1,460 1,717 1,842 1,774 1,764 1,735 1,594
6,005 6,256 6,525 6,167 5,260 4,280 3,965 3,949
9,812 10,154 10,843 10,681 9,518 8,627 7,693 7,118
2,652 2,794 3,024 2,648 1,734 1,530 1,558 1,616
888 955 1,126 1,092 1,044 1,006 754 554
353 353 212 212 212 211 405 421
4,096 4,266 4,730 4,942 4,610 4,109 3,565 3,116
(0.54) (0.60) (0.25) 233 3.58 3.85 1.68 1.09
(0.54) (0.60) (0.25) 233 3.58 3.85 .68 1.09
0.30 0.45 0.86 1.12 1.12 0.59 0.39 0.35
18.28 19.06 21.17 22.19 20.30 18.06 15.05 13.18
20.75 17.63 20.00 19.50 22.88 21.75 17.92 12.55
887 870 866 857 743 832 787 731
1,560 1,389 1,333 1,488 1,518 1,446 1,410 1,388
91 206 145 81 75 80 99 107
2,538 2,465 2,344 2,426 2,336 2,358 2,296 2,226
1,631 1,612 1,695 1,651 1,643 1,619 1,587 1,641
865 675 591 646 718 716 593 489
403 418 463 447 539 480 496 579
1,711 1,711 1,676 1,685 1,685 1,680 1,680 1,841
1,862 1,862 1,827 1,836 1,836 1,831 1,861 1,905
444 465 659 760 970 1,370 879 725
370 474 880 1,367 1,466 676 415 342
37:63 37:63 37:63 33:67 26:74 26:74 27:73 31:69
46 49 54 57 57 56 63 67

28 32 34 38 40 41 46 49
224 224 223 223 227 228 237 237
59 69 68 54 44 54 44 a3

40 30 31 a4 54 43 53 52

1 1 1 2 2 3 3 5

(3) (3) (1) 1 19 24 12 8

All per-share amounts reflect the three-for-two share splits on May 5, 1987, and May 9, 1959,
See note 5 to the consolidated financial statements for US. GAAP inlornition.




CORPORATE GOVERNANCE

The business and atfairs of Alcan are
managed by its Board of Directors acting
through the Management of the Company.
The Directors and Officers ol Alcan are
named on the opposite page. In discharging
its cluties and obligations, the Alcan Board
acty in accordance with the provisions of
the Canada Business Corporations Act, the
Company's constituting documents andd
by-Tavws und other applicable legislation and
Alecan policies.

Alcan does not have a controlling share-
holder nor do any of the Directors represent
the investment of any minority shareholder.

Corporate governance has traditionally
received the active attention of Alcan’s
Board. For instance, an intensive review of
the guiding principles of Alcan conducted
by the Board in the 1970s led 1o the publi-
cation in 1978 of a policy statement entitled
Alcan, Its Purpose, Objectives and Polieies, which
has remained [undamentally unchanged,
That statement represents the basic business
principles which guide Alcan employees
in conducting a widespread international
enterprise and has helped Alcan achieve
public understanding and trust. To that
original document, a Code of Conduc is now
added to reinforee it with more detatled
guidelines for Alcan employeces as well
as consultants and contractors engaged by
Alcan.

The Montreal and Toronto stock
exchanges now require a formal description
of corparate governance practices by all
listed companies, Alcan’s disclosure in this
regard is published in the Management
Proxy Circular issued in conpection with
the forthcoming Annual Meeting; a copy
is available from Shareholder Scervices
at the address on page 65.

Committees of the Board (described
briefly below) assist the Board in carrving
out its functions and make recommenda-
Llions to it on various matters. Membership
of these Committees s indicated on the
opposite page.

The Corporate Governance Committee
has the responsibility for reviewing Board
practices and performance, candidates
[or dirccrorship and Board Committee
memhbership. It also considers recommen-
dations from the Personnel Commiuee
regarding Board compensation and the
appaintments of the Chairman of the Board
and the Chiel Executive Officer.

The Audit Committee assists the Board
in [ullilling its funcions relating to corpo-
rate accounting and reparting practices
as well as financial and accounting controls,
in order to provide effective oversight
ol the financial reporung process; it also
reviews financial statements as well as
proposals for issues of securities.

The Environment Committee has the
responsibility Tor reviewing palicy, manage
ment practices and performance of Alcan
in environmental matiers,

The Personnel Committee has the
responsibility for reviewing all personnel
policy and emplovee relations matters
(including compensation), and for making
recommendations o the Corporate
Governance Committee on Board com-
pensation and on the appointments of
the Chairman of the Board and the Chief
Exccutive Officer. All matters relating
to the Chief Fxeeutive Officer are dealt
with by non-executive members of the
Committec,

A specdial committee composed of
members of the Personnel Committee,
excepl the Chief Fxecutive Officer, admin-
isters the Alcan FExecutive Share Option
Plan,



DIRECTORS AND OFFICERS

As at February 13, 997

Member of Audit Commitier
‘Chairmau of Audit Commitier
‘Member of Personnel Commiltee
*Chairman of Personnel

Committee
*Member of Environment

Committee
$Chairman of Environment

Committee
Member of Corporate

Governance Commitlee
8Chairman of Corporate

Governance Commilter

DIRECTORS

Dy, John R. Evans. C.e oA
Chairman of the Board

of Alcan Aluminium Limited,
Montreal

Age 67, divector since 1956

Sonja L. Bata, O.C.H7
Director of Bata Limited,
Toronto

Age 70, director since 1979

W, R, C. Blundell2: 7
Direcior of various companies,
Toronw

Age 69, director sinee 1987

Jacques Bougic, 050

President und Chiel Executive Otlicer
of Alcan Aluminium Limited,
Montreal

Age 49, divector since 1989

Warren Chippindaice. F.C.AL LT
Director ol various companics,
Montreal

Age 68, divector since 1986

D. Travis Engenl- 7

Chairman, President and

Chicl Exceutive Officer of ITT Industries, Inc..
New York

Age 52, divector sinice 1996

Allan E. Gotlieb, C.C.5 57
Director of various companies,
Toronto

Agre 68, director sinee 989

J- ke Newall, O80T

Vice Chairman and Chiel Exccutive Ollhcer
of NOVA Corporation,

Calgary

Age 61, director since 1985

Dr. Peter 1L Pearse. CM-7
President of Pearse Ventures Linnited,
Vancouver

Age 64, director since 1989

Sir George Russell. CLBE 57
Chairman ol Marley ple,

Kent, England

Age 61, director since 1987

Guy Saint-Picerre, OGN

Chairman of SNC - Lavalin Group Inc.,
Montreal

Age 62, divector since {994

Gerhard St‘hulmv'\'vrT

President and Chict Exceutive Officer

of Siemens Nixdorf informationssysteme AG,
Munich

Age 38, divector since 1996

OFFICERS

Jaeques Bougie
President and Chicl Exccutive Officer

Rabert 1. Ball
Executive Vice Prestdent,
Corprorate Development and Technology

Claude Chamberland
Exccutive Vice President,
Smelting and Power

Jean-Pierre M. Ergas
Exccutive Vice President,
Furafe

Robert |, Fox

Exccutive Vice President,

South Pucific and fapan;

Environment, Occupational Health aned Safety

S. Bruce Heister
Exvcutive Vice President,
Asire

Emery P LeBlane
Exceutive Viee President,
Rewe Materials and Chemicals

Everaldo N. Sintos
Execuuve Vice President,
South America

Brian W, Strgell
Executive Vice President,
Fabricated Products, North America

Daniel Gagnier
Vice President, Corporate Affairs

Gaston Quellet
Vice President, Human Resoureces

P. K. Pal
Vice President, Chief Legal Officer
and Sceretary

Suresh Thadhani
Vice Prestdent and Chtef Financial Officer

Geraldo Noguceira de Aguiar
Treasurer

Demis G O7Brien
Controller




SHAREHOLDER INFORMATION

ComMMON SHARES

The principal markets for trading in Alcan’s common shares are the Now York and Toronto stock
exchanges. The common shares are also traded on the Montreal, Vancouver, Chicago, Pacific. London,
Paris, Brussels, Amsterdam, Frankfurt, Swiss and Tokyo stock exchanges,

The transter agents for the common shares are The R-M Trust Company in Montreal, Toronto,
Winnipeg, Regina., Calgary and Vancouver, Chemical Mellon Sharcholder Scevices, LL.C. in New
York, and The R-M Trust Company in England,

Common Share dividends are paid quarterly on or about the 20th of March, Junc, September
and December 1o sharcholders of record on or about the 20th of February, May, August and November,
respectively.

____ Dividend _ Prices® and Average Daily Trading Volumes

New York Stock Exchange (US$) Toronto Stock Exchange (CANS)
1996 US$ High Low  Close Avg. Daily High Low Close  Avg. Daily
Quarter Volume Volume
First 0.150 3378 2838 3274 398,500 46 3831 44 709,100
Second 0.150 34%s 30Vs 130V2 367,400 46.40 40.75 41.55 468,100
i 0.150 3238 285& 30 327,200 44.45 39.35 40.70 406,500

Fowrth 0.150 36%s 2934 3358 435,200 48.50 40.10 46.25 .6641500
Yeat 0.600

1995

Quarter ) . S
First 0.075 2714 2338 2658 446,694 385/8 338 378 540,557
Second 0.075 3038 2614 30174 394,053 4134 3658 41772 638,672
Thirel 0.150 3658 302 32%8 734,227 495/8 414 431/2 778,956

Fourth 0.150 341/2 2838 318 492,815 ”77477‘/8 3938 42%s 811,183
Year 0.450

The share prices are those reported as New York Stock Fxchange — Consolidated Trading aud reported by
the Toronto Stock Exchange. Since April 15, 1996, shace prices on the Toronto Stock Fschange are expressed
i decimals,

PREFERENCE SHARES
The preference shares ave listed on the Montreal, Toronto and Vancouver stock exchanges. The transfer
agent for the preference shares is The R-M Trust Compaany,

INVESTMENT PLANS

The Company offers holders of common shares two convenient wavs of buving additional Alcan
common shares without pavinent of brokerage commissions. These are known as the Dividend
Reinvestment Plan and the Share Purchase Plan. Copies of the prospectus deseribing these Plans
may be obtained from Sharcholder Services at the address on page 65.

SECURITIES REPORTS Far 1926

The Company’s anpual information form, to be filed with the Ganadian securities commissions,
and the annual 10-K report, 1o be filed with the Securities and Exchange Commission in the United
States, will he available to sharcholders after April 1 1997, Copies of both may be obtained from
Sharcholder Services at the address on page 63,

FURTHER INFORMATION
Contact for sharcholder

account inquirics: Iirvestor contact Media contact;

Linda Burton Alan G, Brown Charles Belhin

Muanager, Dircctor, Investor Manager, Investor
Sharcholder Services and Medin Relations amd Media Relations
Telephone: (514) 8488050 Telephone: (514) 8488368 Telephonge: (514) B48-8232

or 1-888-252-5226 (1ol lree)

Copies of the Company's press releases are available by fax, Call 1-800-251-3553.
There s no charge Tor this service

Film Prepararion: Gronpe Graphigoe Tradition ine

Bue Trinting: Richard Vejllenx Tmiprimeu

wlherion: Shocel Krree I S Assowcintes

Coraphic Design ane P
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THE ALCAN GROUP WORLDWIDE*

*This list names only the principal

subsidiaries, related companies

or divisions in each country where

the Alcan Group had a significant
presence as at December 31,
1996, unless otherwise indicated.
A complete list is conuained

in the Company's 10-E Report,
available from Alcan’s headquar-
ters in Montreal.

‘PARENT COMPANY
|AND WORLD
‘HEADQUARTERS

*Alcan Aluminium Limited
1188 Sherbrooke Street West
Montreal, Quebec, Canada

H34A 3G2

Mailing Address:

PO. Box 6090

Monwreal, Quebec, Canada
H3C 3A7

Telephone: (514) 848-8000
Telecopier: (514) 8488115

VERSION FRANGAISE
Pour obtenir la version
francaise de ce rapport,
veuillez écrire aux Services
aux actionnaires dont
I'adresse figure ci-dessus,

This yeport is printed on recycled
paper using vegelable-based
inks.

NORTH AMERICA

Bermuda
Alcan (Bermuda) Limited
Alcan Nikkei Asia Holdings Ltd. (78.2%)!

Canada

Alcan Aluminium Limited
Alcan Cable

Alcan International Limited
Alcan Rolled Products Company
Alcan Smelters and Chernicals Ltd.
Jamaica

Alcan Jamaica Company

United States

Alcan Aluminum Corporation
Alcan Cable

Alcan Ingot

Alcan Recycling

Alcan Rolled Products Company

SOUTH AMERICA

Brazil

Alcan Aluminio do Brasil S.A.

Consorcio Aluminic do Maranhio (Alumar
Consortium) (10%)

Mineracac Rio do Nerte S.A. (12.5%)

Petrocoque S.A. — Industria & Comércio (25%)

Uruguay
Alcan Aluminio del Uruguay S.A. (89.9%)

AFRICA

Ghana

Ghana Bauxite Company Limited (45%)
Guinea

Compagnie des Bauxites de Guinée (16.8%)
Friguia (10.2%)

EUROPE

France

Alcan France (Technal)
Germany

Alcan Deutschland GmbH
Aluminium Norf GmbH (50%)

Ireland
Aughinish Alumina Limited

Italy
Alcan Alluminio S.p.A.

Norway

Vigeland Metal Refinery A/S (50%)
Spain

Alcan Palco S.A.

Switzerland

Alcan Aluminium AG

Alcan Rorschach AG

United Kingdom

British Alcan Aluminium plc

PACIFIC

Australia

Alcan South Pacific Pry Lid.

Queensland Alumina Limited (21.4%)

China

Nonfemet International (China-Canada-Japan)
Aluminium Company Limited (35.2%)

Hong Kong

Alcan Asia Limited

Alcan Nikkei China Limited (72.3%)2
Alcan Nikkei Korea Limited (72.3%)2

India
Indian Aluminium Company, Limited (34.6%)

Japan

Alcan Pacific Limited

Alcan Asia Limited (Japan Branch)

Nippon Light Metal Company, Lid. (45.6%)

Korea

Alcan Nikkei Korea Limited (Seoul Branch)

Malaysia

Alcan Nikkei Asia Company Ltd.(78.2%)!

Aluminium Company of Malaysia Berhad
(46.3%)3

Thailand

Nikkei Siam Aluminium Company, Ltd. (54.8%)3

Nikkei-Thai Aluminium Company, Ltd.(60.7%)>

lAlcan's direct interest is 60%, the remaining interest
is held through Nippon Light Metal Company, Lid.

2Alcan’s direct interest is 49%, the remaining interest
is held through Nippon Light Metal Company, Lad.

#nterest held through Alcan Nikkei Asia
Holdings Lid. which is 78.2% owned by Alcan. 85
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