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COVER 

Aluminum.. . The 

Material of Choice 

The fundamental 

characteristics of 

aluminum make it 

second to none. 

And, in the world 

of aluminum, Alcan 

is well positioned 

as a ~ l o b a l  player. 

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

In the 96 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 one of the most international aluminum com- 
panies as well as the largest producer 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 dif- 
fering 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 20,700 registered holders of its com- 
mon shares and 1,200 registered holders of its peference shares. While distributed 
internationally, the Company's shares are mostly held in North America. 
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TERMS 

The word "Alcan" or "Company" means Alcan 
Aluminium Limited and, where applicable, one 
or more consolidated subsidiaries. A "subsidiary" 
is a company controlled by Alcan. A "related 
company" is one in which Alcan has significant 
influence over management but owns 50% or 
less of the voting stack. 

The "Alcan Group" refers to Alcan Aluminium 
Limited, its subsidiaries and related companies. 
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all quantities in metric tons, or tonnes. A tonne 
59 Quarterly Financial Data is 1,000 kilograms, or 2,204.6 pounds. 
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The following abbreviations are used: 
It per tonne 
kt thousand tomes 
kt1 y thousand tonnes per year 
Mt million tonnes 
Mtly million tonnes per year 

ANNUAL MEETING 

The Annual Meeting of the holders of common 
shares of Alcan Aluminium Limited will he held 
on Thursday, April 23, 1998. The meeting will 
rake place at 10:00 a.m. in the Ballroom of the 
Marriott Chiteau Champlain, 1 Place du Canada, 
Montreal, Quebec, Canada. 



A l c a n  A l u m i n i u m  L i m i t e d  

Financial Data 
(in millioni aUS$,  exceptper common share amountd 

Sales and operating revenues 7,777 7,614 9,287 
Net income before extraordinary item 468 410 543 
Net income 485 410 263 
Return (%) on average common shareholders' equity 10 9 11' 
Total assets (at year-end) 9,466 9,325 9,736 
Capital expenditures 64 1 482 44 1 
Ratio of borrowings to equity (at year-end) 23:77 23:77 29:71 
Per common share (in US$) 

Net income before extraordinary item 2.02 1.74 2.30 
Net income 2.09 1.74 1.06 
Cash from operating activities 3.17 4.34 4.63 
Dividends 0.60 0.60 0.45 
Common shareholders' equity (at year-end) 21.43 20.57 19.84 

Operating Data 
(in thourand. of tonne,) 

Fabricated products shipments" 1,970 1,797 1,958 
Ineot ~roducts shioments"* 858 810 801 " A 

Primary aluminum production 1,429 1,407 1,278 
Seconda~yirec~cled aluminum production 670 639 523 

Average Three-Month LME Price 
(in US$lmnne) 1,620 1,536 1,830 

"Befire exnaordinq item. 
"'Includeiproductr fab~icatcdfiom customer-owned mmetai 

**^ Includripn'mary and i econdq ingot and map. 

Net Income (1oss)'and 
Average Three-Month LME Price 

millioni 
US911 afU55 
5Z 1.830 1750 

i  
1993 1994 1995 1996 1997 

Net income improvrd in 1997 to refkct 
higher uolumer, althoughfabricatedp~oducti 
prices were lower. 
*Before extraordinary item 

Fabricated Products 
Shipments 

kt 
2,400 

Fabricated productr - 
rhipmentr A 

Fabricatedproductr - 
diprnentr adlusted 
f ir  acquiritiom and 
divertmenti 

1993 1994 1995 1996 1997 

Fabriratedprodxcrr uol~merg/ew 10% to reach 
their higheir-ever level in 1997 With earlier 
year, adjurtedfor acquirinom and divertmenti, 
compoundannualgrowth iince 1793 war 11 %. 
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Message t o  Shareholders 

e can take great pride in what Alcan accomplished during 1997. Net income 
or the year was US$485 million and we achieved a 10% increase in overall W f  

shipments of fabricated products, which translates into increased market share. 
Particularly noteworthy were our results in Europe, where we succeeded in boost- 
ing shipments by 16% - significantly above the growth in regional demand - 
while holding fabricating costs to levels virtually unchanged from the previous 
year. Perhaps most importantly from a 
shareholder's standpoint, we also made 
considerable headway during 1997 in 

. . . one-third o f o u r  

terms of improving Alcan's underlying f u I I b u s i n e s s pot e n ti a I 
target attained 

AN EVENTFULYEAR FORTHE INDUSTRY 

Nineteen ninety-seven was an eventful year for the industry with market funda- 
mentals showing steady improvement until the onset of economic difficulties 
in Asia late in the year. Western World aluminum consumption climbed 5.4% 
led by steadily increasing demand from the transportation industry. Gains were 
recorded in all major market sectors - including can stock, where Alcan has 
a leading position. In the U.S., manufacturers of aluminum beverage cans 
surpassed the 100-billion-can milestone for the first time. 

DELIVERING ON ALCAN'S STRATEGIC PRIORITIES 

You may recall the three strategic priorities Alcan identified for 1997: imple- 
menting our "Full Business Potential" program; strengthening the position of 
aluminum in the marketplace; and maximizing shareholder value. We are pleased 
to report that excellent progress has been made in each of these areas. 

In terms of full business potential, we have attained one-third of our targeted 
$300 million, after tax, in productivity improvements. To date, these improve- 
ments have come primarily in the areas of raw materials and fabricated products 
in Europe and North America. This threeyear program is proceeding on plan as 
1998 unfolds, with further significant improvement anticipated. 



Message t o  Shareholders 

Such progress notwithstanding, Alcan still is not earning its cost of capital. 

While we are confident that the achievement of full business potential will get 

us to that point, we have introduced Economic Value Added (EVAm) as a tool 

that will support decision-making and enable us to measure our effectiveness in 

terms of creating increased shareholder value. Here, too, we are determined to . 

deliver on our commitment 

With regard to promoting aluminum 
. . . fundamental as the material of choice, Alcan has been 

characterist ics o f  aILlmin Llm active on several fronts. For instance, 

we have forged partnerships with key 
make it S ~ C O  n d to  no n e customers that will lead to further 

increases in the use of aluminum by 

important global industries. And we have taken a lead role within our own 

industry as an advocate of intensified recycling programs and other initiatives 

that will enable us to capitalize on the metal's inherently superior properties. 

Such endeavours have taken on added significance, given the heightened public 

awareness of environment and energy-related issues in the wake of last fall's 

Kyoto, Japan, environmental conference. 

NOTEWORTHY ACHIEVEMENTS 

Other noteworthy developments during 1997 include: 

Settlement of a long-standing dispute with the government of British Columbia 

(B.C.) over the Kemano Completion Project, effectively putting B.C. back on 

Alcan's investment map; 

Agreement regarding supply of low-cost bauxite through the development of 

our Ely reserves in Australia; 

Solid progress on the major expansion of our Pindamonhangaba, Brazil, 

fabricating facilities, the success of which entails close cooperation between 

Alcan operations in North and South America; and 

The signing of a memorandum of understanding (MOU) with China National 

Non-Ferrous Metals Industry Corporation to complete a detailed feasibility 

study for a proposed aluminum smelter and dedicated power-generating station 

project in China. This MOU was signed with the full support of China's State 

Planning Commission. 



Message  t o  Shareho lde rs  

Subsequent to the year's end, we announced our decision to proceed with devel- 

opment of a new 375,000-tonne smelter at Alma, Quebec. Preliminary planning 

for this very sizeable US$1.6-billion undertaking was completed during 1997. 

Environmental clearance for the project has been obtained from the government 

of Quebec, and we also have reached agreement with Hydro-Quebec on the 

terms of a long-term contract for the supply of electrical energy. A key 

consideration for this project is timing; that 

is, to ensure that the additional capacity will . . . pride in our 
come on stream during a period of expand- 

ine world aluminum markets. Work at the collective " 
site will get under way in early March of 

this year, with the first aluminum production 

expected in the fall of 2000. 

achievements 

SUCCESS BREEDS CONFIDENCE AND ENTHUSIASM 

The high level of activity evident throughout Alcan's operations is matched by 

a high level of confidence and enthusiasm discernable among Alcan personnel 

- and with good reason. Our successful initiatives in critical areas such as 

cost reduction, strategic focus and, most recently, full business potential have 

clearly demonstrated that this organization can achieve what needs to be done 

to enhance Alcan's status as a global industry leadcr. Faced with significant 

challenges - both internal and external - we have developed appropriate 

action plans and have executed them successfully. Having significantly improved 

the internal environment - those factors over which we exercise direct control 

-we are intent on sustaining the positive momentum by addressing some 

significant external issues. 

A CONSISTENT STRATEGY IS KEY 

Consistency is the watchword for 1998. We intend to adhere to our successful 

approach by continuing to focus on those three key strategic priorities: 

Continuing implementation of full business potential; 

Maintaining our proactive role in promoting aluminum as the material 

of choice, and 

Aggressively seeking out further opportunities to maximize shareholder value. 



Message t o  Shareholders  

PURSUING FULL EMPLOYEE POTENTIAL 

The success ofillcan's full business potential program clearly is dependent upon 
us also achieving "full employee potential". 

Accordingly, the Company has undertaken a number of other important initia- 
tives designed to ensure that Alcan is able to develop and retain the best people 
in the industry, while providing them with a safe, healthy, stimulating and 
rewarding work environment. These initiatives include: 

. . . Our ult imate goal: 

maximizing 
shareholder value 

A new thrust in employee develop- 
ment, with the introduction 
of training techniques that focus 
on maximizing learning and are . 

closely aligned with achievement 
ofAlcan's business objectives; 

A Code of Conduct that reiterates the Company's expectations regarding a wide 
range of ethical issues, and 

A new measurement system to ensure global consistency in tracking health 
and safety performance. 

ASSUMING ENVIRONMENTAL LEADERSHIP 

In keeping with our efforts to make certain that Alcan enjoys a reputation second 
to none, we revised our corporate Environmental Policy, which commits us - 
on the record - to assuming industry leadership in this field. 

Further details on many of these initiatives can be found in the Corporate Social 
Responsibility section of this report. 

YEAR 2000 COMPLIANCE 

We should also note that Alcan has in place a Year 2000 compliance action plan. 
A program is well under way to examine and resolve Year 2000 issues as they affect 
the Company, thus permitting an orderly transition through the year 2000. 



Message t o  S h a r e h o l d e r s  

ACKNOWLEDGEMENTS 

As stated at the outset, 1997 was an eventful - and challenging - year. We are 

grateful for the guidance provided by our fellow directors. And, on behalf of the 

entire Board, we would like to thank Alcan employees for their exceptional effort 

and dedication - knowing that they share our pride in the collective achieve- 

ments of 1997. There's no doubt that, working as partners, we can continue to 

deliver excellent results in 1998 and beyond. 

LOOKING AHEAD 

Industry fundamentals remained sound as the year ended, despite an element 

of uncertainty stemming from the economic upset in Asia. With inventories 

reduced by some 300,000 tonnes from 1996 levels, the market was pretty much 

in balance from a supply-demand perspective and activity continued to be brisk 

in North America and Europe. We are cautiously optimistic regarding the 

outlook for 1998 and anticipate further volume growth in fabricated products, 

unless the impact of the Asian situation spills over into other major markets to 

a degree not anticipated at this time. 

Dr. John R. Evans 
Chairman of the Board 

Jacques Bougie 
President and Chief Executive Officer 

February 19, 1998 
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Corporate Social Responsibility 

Investing 
in the 

Future 

Investing in the future is more than expand- 
ing facilities and upgrading processes. At 
Alcan, we believe that a successful future 
also depends on how well we nurture the 
leaders of tomorrow. We must pass on the 
message that good business means respecting 
people and the environment. It means 
cooperation and integrity with employees, 
communities, customers, suppliers, share- 
holders and governments. 

These are the basic principles of a special 
~artnership formed by Alcan and &ole 
Saint-Pierre, in Alma, Quebec, in 1990. 
With the support of the community, the 
school created a micro-business whcre the 
students are the mastercrafters. They recycle 
paper into greeting cards and collect and sell 
used grocery bags and aluminum cans. This 
initiative has proven so successful that it 
has spawned similar ventures at three other 
Quebec schools. Another similar project 
was launched in British Columbia, and a 
regional program has received public recog- 
nition in Brazil. 

1 As pant of the entre- 

preneurship pmgram 

at hole Saint-Pierre 

in Alma, Quebec. 

kindergarten students 

fabricate greeting 

cards from recycled 

amer made at their 
paper made attheir 

wh00l. I" our0 preto, 

Brazil. students bene- 

nt From the value of 

aluminum can col- 

lection activities. 

The collection and recycling activities enable 
the students to make a ~ ro f i t ,  while Alcan's 
specially designed workbooks teach them 
business management skills. They also 
learn the importance of matching business 
principles with environmental and social 
responsibility. 

COMMUNITY INVESTMENT PROGRAM 
Community investment has long been a part 
of Alcan's corporate culture. In 1997, Alcan 
placed a renewed focus on supporting activi- 
ties that relate both to the communities in 
which it operates and to the Company's 
business interests. 

In Canada, for example, over CANS5 mil- 
lion was invested in communities where 
Alcan has a significant presence. The invest- 
ments covered programs in the areas of 
occupational health and safety, education 
and training. One such pledge was a five-year, 
CAN$250,000 grant to UniversitC Lava1 
in Quebec, in cooperation with the federal 
government, to encourage the participation 
of women in science and engineering pro- 
grams. Investments in medical research 
programs and sponsorships of civic and 
cultural events were also undertaken, espe- 
cially when the themes related to health or 
environmental concerns. 

The Company also donated 775 acres of 
land to Nipissing University in Ontario to 

Matching business 

principles with envi- 

ronmental and social 

rerponsibilityis 

important to Akan. 

The Company donated 

775 atresof land to 

Nipissing University 

in Ontario for teaching. 

research and envlron- 

mental conservation 

purposes. 

be used for teaching, research and environ- 
mental conservation purposes. The land is 
home to wildlife such as loons and wolves 
and also has archaeological significance. 

Alcan's donations and sponsorships fnster 
community partnerships and st' 
development, illustrating the C 
commitment to the health and 
of the locations in which it o 



Corporate Soc ia l  Respons ib i l i t y  

SPECIAL PARTNERSHIPS 
Of course, no community investment 
would be complete without volunteer efforts, 
whether it's the Terry Fox Run for cancer 
research or helping neighbours stranded by 
a natural disaster. 

In 1997, torrential rains hit Kentucky and 
Brazil's Belo Horizonte region, forcing many 
citizens to leave their homes. And, in early 
January 1998, an unprecedented ice storm 
paralyzed southern Quebec and parts of 
neighbouring provinces and states, leaving 
millions of people without electricity In 
each instance, Alcan people were involved, 
providing relief, gathering supplies or 
raising funds. 

In the U.S., Alcan joined an initiative of 
The Aluminum Association and Habitat for 
Humanity International in building afford- 
able homes for needy families. The program, 
entitled Aluminum Cans Build Habitatfor 
Humanity Homes, is based on the collection 
and recycling of aluminum cans to help 
finance construction. 

Assisting young people with career choices 
continues to distinguish Alcan. In Switzerland, 
Alcan Rorschach AG offers work apprentice- 
ships to young people who have completed 
their compulsory schooling. With Alcan per- 
sonnel acting as mentors, the program sponsors 
27 apprentices in eight different functions. 
Through a similar program in Canada, Career 
Edge, Alcan contributed CAN$800,000 and 
provided 47 apprenticeships. 

ENVIRONMENT 
Alcan revitalized its Environmental Policy 
with a 1997 revision that focuses on the 
contribution of every employee in order 
to achieve a leadership position within 
our industry. 

An Environmental Management System 
(EMS) has now been initiated in each 
and every Alcan facility. This global 
approach to environmental management 
focuses on processes, smoothing the way 
to earn new environmental certification 
such as I S 0  14001 from the International 
Organization of Standardization. 

The Company has taken a lead role in seve- 
ral industry initiatives to promote the image 
of aluminum in both North America and 
Europe. And, Alcan helped spearhead a joint 
Life-Cycle Inventory (LCI) of a generic 
North American family-size vehicle. 

An LC1 is used to quantify the environ- 
mental performance of a product or process 
over its life cycle, including raw material 
extraction, production, use, and end-of-life 
disposal. The study was under the auspices 
of the U.S. Automotive Materials Partnership, 
a coalition of the "big three" U.S. car manu- 
facturers and the aluminum, plastic and 
steel industries. 

Aluminum has many inherent qualities 
such as its recyclability, energy efficiency, 
strength-to-weight ratio, barrier ability, 
and thermal and electrical conductivity. 
All of these contribute to aluminum being 
specified as a material of choice, not only 
in the automotive sector, but also in other 
industries around the globe. 



Corporate Social Responsibil ity 

HEALTH AND SAFETY 
The elimination of work-related injury and 
illness is the ultimate objective at all Alcan 
Iocatiens. In 1997, the traditional indices of 
safety performance exhibited a positive 
trend. Many Alan facilities reported record 
safety performances. Of special significance 
was the Laterriere smelter, which operated 
a full year without a lost-time accident - 
an acmmplishment all but unheard of a few 
years ago for a major aluminum smelter. 

A new health and safety recordkeeping 
system was implemented at the end of 1997. 
Knewn as AIRS Plus (Alcan Injury and 
Illness Recordkeeping System), it takes a 
global approach, enabling the organization 
to gather more consistent data and compare 
imprsvemenw between locations. With 
AIRS Plus, Alcan looks ar health and safety 
from the total health perspective, not just 
at injuries due to accidents. 

The Cempany encourages and values the 
invslvement of all employees in the con- 
tinual improvement of occupational health 
and safety 

COBE BF CONDUCT 
When Alcan published Alcan, Its Purpore, 
Objcctiucr and Policies some 20 years ago, 
it was a demonstration of industry leadership 
and a commitment to social responsibility. 
In 1997, the Company released a companion 
document - the Code of Conduct. 

The "Code" outlines Alcan's expectations 
en ethical issues, ranging from employee 
behaviour in the workplace to business 
practices with suppliers and customers. 
In an extensive implementation, the Code 
of Conduct was introduced to employees 
"J L,""UUL' WdJ L I I I I " U U L C U  L" clllpl"yCC> 

araund the globe. 

In a similar vein in Canada, Alcan volun- 
tarily agreed to a code of international 
business practices, dealing with human 
rights, worker health and safety, community 
needs, and environmental responsibility. 
It also includes a commitment to conduct 
business with integrity. 

PEOPLE DRIVE SUCCESS 
People make the difference at Alcan. In the 
past year, we saw renewed emphasis on human 
resources development, linking training and 
education directly to the Company's strate- 
gic goals. Whether it was technical training 
or management development, the renewed 
vigour in training and education was highly 
visible throughout the year. 

Action-learning and other advanced training 
techniques were incorporated in programs 
to make them more relevant and to maximize 
learning. This was especially apparent in the 
new Corporate Management Development 
Program where participants work in global 
teams on strategic issues and undergo indi- 
vidual development assessments. 

Corporate training programs include sessions 
on Alcan's business environment and strategy, 
international competitiveness, leadership 
and management competencies for success. 

In his third year 

of apprenticeship 

at Ncan Rorschach 

in Switzerland, 

Vincenzo Nicoriano 

learns about roto- 

gravure printing horn 

his trainer Willi Birrer. 

Currently 27 young 

people, havingcarn- 

pleted their cornpul- 

raryschwling, are 

getting hands-on 

experience from 

a choice of eight 

different functions. 

The goal of all Alcan education programs 
is to build a partnership with each and 
every employee. By investing in its people, 
the Company reinforces its strengths. 
When this collective energy is combined 
with knowledge and determination, true 
partnerships arc formed and thc scamless 
organization becomes a reality. 
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W Bauxite Mining/Reserves 
0 Alumina Ref in ing 
0 Specia l ty  Chemicals - Primary A luminum Smel t ing 
n Super Pur i ty  A luminum Refining 

Recycl ing/Secondary Smel t ing/  
Used Beverage Can (UBC) Recovery 

Gi Sheet a n d / o r  Foi l  Ro l l ing 
Other  Fabricat ing 

Alcan also has saleslmarketing officer, 
research and technology facilities or 
other activities in Austria, Belgium, 

Bermuda. Denmark. Finland, Hungary, 
Korea. Poland, Portugal. Russia, 

Sweden and The Netherlands. 

United n CjQ 
L states 



The Alcan Group's Businesses at a Glance 

1997 Highlights 

CONTAIMERS ALID BUILDING AND 
PICKICIING TRAWSWRTATION ELEClRlCU CON~RUCT~W OTHER M4WtTS 

- $25 billion 
In sales. In sales. in sales. in sales. in sales. - 43% of tot31 - 694 of total - l O % o f t o ~ l  - 17% of total - 22% of total 

sales. sales. 

ba~eb. bate,. 

--AL FABRICATE 
ED PRODUCTS )DUCTS 

<t) in - $1.2 billion (218 kt) in sales. - $5.1 billion in 
)f customer- - 2 Mt of aluminum fabricated 

"""CHASED INGOT 
FABRICATED PRODUCTS r PRIMARY PRODUCTION 

in Alcan facilities 

670 kt produced. 
482 kt of scrap purchasc 
$135 million (82 kt) in 
ingot sales. 
$164miilion (115 kt) in 
scra~ sales. 

- 5.0 Mt produced Onsubsid- c $174 million in sales. 
iaries' and related companies). - $311 million inaiumina third- 
party sales. 
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usiness Sector Review* 

CONTAINE6SAND BUILDING AND 
PACKAGING TRANSPORTATION ELECTRICAL CONSTRUCTION ~, ' 

f ' .  -- - Total fabricated and non- 
?~ 

TotalSaks 1 Total Saks Total Saks Total Sales 
Y aluminum sales. - The decline in.revenues in 

1996 was due to business - 2,777 i7 

divestments and lower 
prices. 

. . - 

Fabricate 
Products 

The decline in fabricated 
products revenues and 
shipments from 1995 
to 1996 is largely attrib- 
utable to the disposal of 
a number ofdownstrean 
business. 

7 Metal 
Supply 

THIRD-PARTYSALES 
AND OP 

TOTAL SECTOR 
OP E INCOt 

- The decline in sales and ~ ~- ~~~~ ~~ -~ ~~ ~ ~ 

operating revenues and 
operating income in 1991 
from 1995 reflects the i t  
reduction in LME prices. 

7 Alumina 

3 
THIRD.PARTY SALES 
ANDOPERATING RNENUES 

TOTAL SECTOR . .  . . 
ERATING INCOME 

: - 

- Because many alumina 
contracts are linked with 
the LME prices of aiu- 

. . . .  minum, me decline in 
., alurnin~m pfices:n 19% 

also affected saes an0 



The Alcan Group's Businesses at  a Glance 

ategic Priorities and Objectives 

;.ongoing strategic priorities are to continue the implementation of our Full Business Potential program, to 
[in a proactive role in promoting aluminum as the material of choiceand to aggressively seek out further 
unities to maximize shareholder value. In so doing, Alcan will exploit its global presence, continuing to work 
%.relationship with its select customers. We will focus on market growth and new market opportunities and 
w t o  provide excellent service and premium quality products to our customers. 

of Alcan's strategy is clearly dependent upon the full participation of every employee towards these 
&the Company's ability to create a safe and healthy environment in which the full potential of each 

:an be realized. 

l~gare  the stratesic priorities and objectives by business sector aimed at maximizingshareholdervalue. 

OBJECTIVE 

v Leverage AlcanS,position -To maintain a global.supply position in the can 
sheet and lithog~aphic markets,. 

r Todevelop an automotiwsheet business for 
the Zlst century. 

inasseswith superlor returns. -To maintain the leadlng pmition in the South 
American rolled pmducts market. 

-To capture thevalueofRlcan's recent inwestments 
in rolled products ope.ratiwns in Europe. - To invest in an&growthe electrical cable bllsiness. 

urrwla 
d Chemic 

-To efficiently return to full capacity as market 
conditions permit. 

~~?~ - To achieve improved process efficiencies on existing 

~ M t i o , n . : @ ~  the world% assets through the implementation of best operating 
practices and technology applications. 

kb - To develop and implement low-cost expansion/growth 
alternatives. - To ensure a cost-effective stream of recycled aluminum 
to supplement our primary aluminum position. 

OBIECTIVE 



I 
Management's 

Dis~us.sion and 



M a n a g e m e n t ' s  Discussion a n d  Anaiysis 

World 
Market 

Review 

Primary Aluminum 

Alicr only a miall increase in Western World* 
h ia r i c l  t i>r  al~~riiiriuni in 1996, the early 
p r r  of 10L17 s;iw a srrirng recovery as the 
cusrcrmcr dcsrocking that had characterized 
niucli of I')')O w i s  reversed. In North and 
Sourli America m d  in Europe, industry 
clcrnanJ ci~nrinued ro he strung throughout 
rlic ycai. I n  Jqun,  however, GIIP growth 
\\.A\ s r r < ~ l i ~  in rhr first quarter in anticipation 
nian incrcase in cunsumprion tax, bur this 
was t;~lhnr-cd hy a sharp decline. As a result, 
I a ~ a ~ i c s c  a lu~ i i in~rn~  demand grew in the 
first half hi11 ilcclined in rhe second half of 
rhc ycar ~ i v c  r<~tal  year-over-year growth 
of ?";I, Iargcly driven by higher exports 
rcrulrin; from rlir weaker yen. Despite this, 
and rlic financial crisis in Southeast Asia, 
u.hich rcsulred i n  a slowing of growtli 
in dcma~id a\ rhc yCir progressed, total 
\Vcsrcrn Wlrld primary aluminum demand 
is cqrirnarcd rt ,  have increased over 6Oh ro 
r c x h  18.9 niillion tomes (Mr). 

I'riniary aluminum preducrion in the 
\\'csrcm World increased some 4% in 1997 
to 16. l Mr with capacity additions in Australia 
ancl Nigcria as well as some restarts of idled 

1 At ldt. MirhclVillcncuve, 

mdlingopmtoratGrande. 

h i e  Works in Quebec. 

prepares for an anode 

change. The recent decision 

toprocnd viththc3?5.kt/y 

Alma smeller project in 

Quebec is in keeping with 

&lcm's slratcgic priority to 

p the power and smelling 

business, building on its 

101*-c051 position. 

Western World Primary 
Aluminum Supply and Demand 

capacity, primarily in Europe. At the end 
of the year, abour 750 thousand ronncs (kt) 
of capacity remained idle, representing 4.4Oh 
of roral capacity. Expansions planned for 
1098 arc expected to add sorile 370 kt per 
vear (ktly) to capacity by the end of the yean 

E x p r t m f  primary alumiriuin horn  the 
C.I .S.  ro the West remained at a similar 
level to 1'196 at 2.6 M t  with little evidence 
of a revival in domestic demand. Chinese 
pr-imary producrion is estimated to have 
increased 8% in 1997, rrsulring in a reduction 
in China's net imports from the previous 

level of 250 kr to an estimated 50 kt. 

Total Aluminum Inventories 
and Ingot Prices 

Mf 

7 
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1997 Western 
World Aluminum 
Consumption by 
End-Use Market 
(25.j million conmi) 

- 9% Electrical 

C- 19% Containm 
and parkaging 

7 20% BuiLirng pnd 
roninucnon 

Total inventories in the hands of primary 
aluminum producers and in London Metal 
Exchange (LME) warehouses declined over 
the year by 300 kt to a level of 3.8 Mt, equi- 
valent to about 10.1 weeks of consumption. 

Ingot prices increased during the first part 
of the year rising to a peak three-month 
LME price of $1,755 per tonne (It) in the 
third quarter, to be followed by a decline to 
$1,558It by year-end, close to the year's low 
point. The average price for the year was 
$1,62OIt, an increase of $84/t over 1996 but 
well below the average for 1995 of $1,83O/t. 

Western World Consumption Versus Alcan Sales 

It is estimated that total Western World alu- 
minum consumption in 1997 was 25.5 Mt, 
three-quarters of which was supplied from 
primary sources and the remainder from 
recycled metal. This represents an estimated 
increase of 5.4% over 1996. 

Alcan's total shipments increased some 
8.5% to 2.8 Mt  with ingot shipments up 
6Oh and a near 10% increase in shipments 
of fabricated products. Lower average prices 
for fabricated products, resulting from the 
translation of weaker European currencies, 
and product mix changes, however, meant 
that revenues increased only 2% over the 
1996 level. 

The transportation market consolidated its 
position as the largest market for aluminum 
with a 7.4% increase to 6.8 Mt. This resulted 
from strong production of light vehicles, 
up over 4% globally, and the continuing 
increase in aluminum penetration. Alcan's 
revenues from this market increased some 
6% in 1997. 

The containers and packaging market 
increased an estimated 3.4% to consume 
4.8 Mt  of aluminum. Can sheet demand 
recovered from the decline seen in 1996 
to return to the peak levels seen in 1995. 
In the US . ,  can shipments surpassed the 
100 billion mark for the first time and very 
strong growth continued to be exhibited 
in South America. Despite higher can sheet 
volumes, Alcan's revenues declined slightly 
in this market due to soft prices for flexible 
packaging in Europe and the effect of weaker 
European currencies when rrvenues are 
translated into dollars. 

Building and construction also posted a 
healthy gain, rising 3.9% to a level of 5.1 Mt, 
with strong growth from Europe and North 
America offset by a decline of over 5% in 
Japan. Alcan's consolidated revenues from 
this sector were up 4.5%, primarily in 
Europe and North America. 

Consumption of aluminum in the electrical 
market was up 6.4% in 1997, reaching 
2.2 Mt, more than reversing a small decline 
in the previous year. Alcan's revenues from 
this market were unchanged. Strong growth 
in North America offset the reduction that 
arose from divestment of a business in 
South America. 

Other markets include machinery and 
equipment, durable goods and other smaller 
end-use markets. Total aluminum consump- 
tion in these markcrs rose some 5.6% reflect- 
ing generally buoyant economic conditions. 
Alcan's sales revenues in this category, which 
include sales of aluminum ingot and alumina, 
were unchanged. Higher alumina volumes 
and flat prices were offset by the effect of 
the divestment of businesses in 1996. 
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RESULTS OF OPERATIONS 

illcan reported consolidated net income for 
1997 of $485 million after an extraordinary 
~ a i n  of $17 million arising from the sale of 
a portion uf a contract to supply power to 
1I.C. Hydro, net of additional write-downs 
of rcmainin~ Kemano Completion Project 
(KCPI assets. As part of the settlement 
d t h c  dispute regarding the cancellation 
of KCP, the Company was able to sell to 
a third party the right to supply power to 
U.C. Hydro under an ongoing contract. 
1)crrils of the settlement of the KCP dispute 
lrm bc found on page 33. Also included 
in rhc 1997 income was a net after-tax 
& i n  of $6 million comprising a favourable 
tax ndjustmcnt relating to prior periods of 
$26 million, and a net gain on the sale of 
businesses of (610 million. This was partly 
otfsct hy a $30-million provision in respect 
11f contract losses and restructuring at the 
Company's Japanese aff~liate. 

Net income for 1995 was $263 million after 
an extraordinary loss of $280 million after 
tax for the write-down of the Company's 
investment in KCI? In addition, there was 
a net adverse impact of $61 million, the 
largest item being the effect of a labour strike 
at the Company's operations in Quebec. 

In 1997, the Company launched a program 
of measures aimed at achieving the full 
business potential of each of its operating 
units. A target was set to improve after-tax 
profitability by $300 million over a three-year 
period, beginning in 1997. By the end of 
the year, the Company is approximately 
one-third of the way to achievement of this 
goal. Improvements totalling $160 million 
before tax have been achieved. In the raw 
materials sector, gains of $40 million have 
been made through cost reductions and 
increased production volume. In fabricated 
products, improvements totalled $120 million, 
principally from higher capacity utilization, 
$80 million ot'which arises in Europe and the 
remainder in North America. The fill1 impact 
of these achievements is not visible in the 
1997 results due to non-recurring costs asso- 
ciated with the program. These include pot 
relining costs at the Company's Lynemouth 
smelter in the U.K. and expenses related to 
information technology and systems. 

Aluminum's high 

strength-to-weight 

ratio, corrosion 

resistance, rerycla- 

bility and especially, 

today's all-important 

energy management 

are reasons why 

automobile designers 

are choosing alu- 

minum.Alcan, with 

its AluminumVehicle 

Technology, helped 

the Ford Motor 

Company produce 

the Project ZOO0 - 
the lightest mid-sized 

vehicle in the world 

at just 2,000 lbr. 
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Revenues 

Sales and Operating Revenues, at $7,777 niil- 
lion, were 2Oh higher than in 1996 but 16% 
below the 1995 level. Sales volumes were 
8.5% higher than in 1996, but average price 
realizations for fdbricated products were 
sharply lower a t  $2,99911 compared to 
$3,27911 in 1996 and $?,5571r in 1995. 
This reflects the impact ofweaker European 

Costs and Expenses currmcies when translated into U.S. dollars 
Despite higher sales volumes, cost of sales 

as well as changes in product mix due to 
and operating expenses increased only 1.5% the sale of certain downstream businesses. 
in 1997 and this followed a decline of 18% 

The decline compared to 1995 reflects lower 
in the prrvious year. The improvement 

prevailing metal prices and the disposal of 
rn unit costs is due to increased capacity businesses with higher average prices and 
utilization, lower European costs in dollar 

correspondingly higher manufacturing costs. 
terms and some change in product mix, 

Other income, which comprises interest o f k t  in part by higher cost and increased 
income and other noo-operating gains, volunie of purchased meral. The decline 
amounted to $88 million in 1997 compared in 1996 was due prirna~-ily to the impact of 
to $75 million and $100 million in 1996 business disposals and lower metal purchases. 
and 1995, respectively. Other than interest 
received on surplus cash, the main items 
included in this category were gains on the 
disposal of downstream businesses. 

Number of Employee 

t h ~ m n d s  to 1,254 kt to support increased sales. 
40 4verage prices for ingot on the LME were 

Adje4f.r bviness S1,6ZO/t in 1997 compared to $1,536/t 
rlC4USlMW m2d 

In 1996 and $1,83OIt in 1995. 

PmducdiYrj Depreciation expense at $436 lnillion in 
impmwdin 1997, I997 compares to $431 million in 1996 
ar 10% more@- dnd $447 million in 1995. 'I'he decline in 
r i c a t c d p r o d ~  1996 over 1995 reflected business disposals. 
rhiplnenrr were 
achimd with a Selling, administrative and general expenses 
rimikw number increased 5% in 1997, to $444 million, 

m~(ayes. following six consecutive years of decline. 
The increase is due primarily to exprnses 

1993 1994 1995 1996 1997 o t a h g  $46 nlillion incurred in renewing 
dnd updating information technology 
systems. These expenses are expected to 
continue at similar levels in 1998 and to 
decline thereafter. 
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Research and development expenses were 
$72 million in 1997, little changed from 
1995 and 1996. 'The stable level of spending 
crvcr the last three years reflects the full 
alignment of R & D activities with the 
technology needs of the Company's core 
businesses: principally raw materials, smelt- 
ing and rolling. Alcan continues to maintain 
a strong effort in developing automotive 
aluminum oiaterials and ircl~nology. Ad, 
rimally, there are currently several process 
oprimization initiatives aimed at assisting 
in the achievement of full business potential. 
In 1998, research and development expen- 
ditures are expected to increase moderately. 

Interest Costs 

Income Taxes 

Income raxes of $258 million for 1997 
represent an effective tax late of 14%, 
little-changed from 1996, versus a composite 
statutory rate of 40%. T h e  difference in 
the rates is due  primarily to investmelit and 
other allowances, the realization of previ- 
ously unrecorded tax benefits on losses, 

Alcan's interest expense continued its declin- 
ing trend in 1997. Interest expense fell by 
19% in the year to $101 million. From its 
p k  of $254 million in 1992, the Company's 
inrcrcst expense has now fallen by $1 53  mil- 
lion or 60nh. The  decline reflects Alcan's 
dcht reduction program over this period and 
thc benefit of falling interest rates. T h e  pre- 
tax interest expense coverage ratio continued 
to improve n) 7.4 times from 5.6 times in 
1996 and 4.8 rimes in 1995. 

as well as favouiable adji~srments for prior 
periods. In 1995 there was little difference 
between the two rates. 

Income taxes for the years 1988 ro 1991 
ha\,e been reassessed by the Canadian tax 
authorities.  most of the additional taxes and 
interest claimed related to transfer pricing 
and are recoverable in other countries. 
Any unrecoverable amounts are covered 
by existing provisions. 

Equity Companies 

Alcan's share of the losses of equity-accounted 
companies was $33 million compared to 
$10 million in 1996 and $3 million in 1995. 
T h e  increased losses arise from a restruc- 
turing and contract loss provision at Alcan's 
45.6%-owned relzted c o m p m y  in Japan, 
Nippon Light Metal Company, Ltd. (NLM). 

Aluminum's inher- 

ently unique proper- 

ties, its light-weight 

formability, strength- 

to-weight ratio as 

well as high recycla- 

bility and residual 

value make it  the 

material of choice. 

Alcan, the world's 

largest producer 

of aluminum rolled 

products. ir com- 

mitted to solidifying 

aluminum's position 

in end-use markets 

such as transpart- 

ation, and containers 

and packaging. 
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Alcan's 1997 
Fabricated and 
Non-Aluminum 
Sales by Market 
( U S 5  8 biNzanJ 

- 43% Containerr 
andpuckaging 

17% Buiidingand 
construction 

7 8% Fansportation 

PRODUCT SECTOR REVIEW 

The Following information is reported by 
major product sector viewing each sector 
on a stand-alone basis. Transactions between 
sectors are conducted on an arm's-length 
basis and reflect market 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 
materials and chemicals sector. Similarly, 
income from primary metal operations 
includes profit on metal by the 
Company, whether sold to third parties or 
used in the Company's fabricarirlg operations. 
Income from the fabricated products sector 
represents only the fabricating profit from 
rolled products and downstream businesses. 
Additional product sector information is pre- 
sented in note 21 to the financial statements. 

Raw Materials and Chemicals Operations 

(nrillionr of US$) 19% 1W 

SaLs Q& operating rr~murr 

shp- - tbinlparrirr (kt) 
SmeLrr-gmdraiumina 1,679 ?,585 1, 

Ahmim bydmtt 
omducrion (ht) 4727 4,536 4,205 

Profits for the sector rose substantially over 
the prior year. The main contributing factors 
were lower production costs and a small 
increzse in volume. Prices for third-party 
sales of alumina remained at similar levels 
to 1996. 

Unit production costs fell significantly in 
1997. The decrease was largely attributed 
to lower raw materials prices for caustic 
soda and purchased bauxite coupled with 
cost reduction efforts towards achievement 
of the full business potential. 

Bardxire 
Through subsidiaries and related cornpanic., 
Alcan has approximately 400 Mt of demon- 
strated bauxite reserves, more than sufficient 
to meet its needs for the next 30 years. 
The Company also has access to additional 
resources to meet its needs beyond this period. 

During 1997, significant progress was made 
in Australia towards securing a low-cost 
bauxite supply for the Company's share in 
the Queensland Alumina Limited refincry 
for the year 2000 and beyond. Early in 1998, 
agreement was reached with Comalco Limited 
for integrated mining of Alcan's Ely bauxite 
with Comalco's reserves. This will achieve 
significant economies of scale and provide 
Alcan with low-cost bauxite. In addition, 
initiatives to increase equity and expand a 
mine in Ghana were launched. 

Alumina 
Alumiua hydrate production reached 
4.7 Mt  in 1997, a 4% increase over 1996 
and the highest level ever for the Company. 
Aughinish Alumina Limited in Ireland and 
Alcan Jamaica Company in Jamaica achieved 
record production levels. Third-party sales 
rose 6% ro almost 1.7 Mt. 
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Chon~icnlr 
Operating results for the year were lower 
than in 1996, mainly in Europe where the 
strengthening of the pound sterling, particu- 
larly apinst continental European curren- 
cies, reduced profit margins. Considerable 
~mgrcss has been made towards improving 
Alcan's position in the specialty alumina 
chemicals markets and capacity expansions 
have been undertaken for these higher value- 
added products. 

Primary Metal  Operations 

Operating profits for the primary metal 
sector rose in 1997 to reflect higher average 
aluminum ingot prices. Profits for this sector 
arisc not only from third-party sales but 
alx~ from the sale of metal at market prices 

to the Company's fabricating operations. 
The average realized price on third-parq 
sales of primary ingot was $1,803/t against 
$1,72lIt in 1996 and $2,0571t in 1995. 

Alumina is transferred from the Company's 
raw materials operations to its smelters at 
market prices. Alumina prices were little- 
changed in 1997 from 1996 and still 
somewhat lower than in 1995. Alcan's 
average cost of production of primary alu- 
minum (mainly in the form of extrusion 
billet and sheet ingot), including alumina 
at market prices, was $1,3521t in 1997 versus 
$1,3281t in 1996 and $1,3361~ in 1995. 
The principal reason for the increase in 1997 
was the cost of refurbishing the idle potline 
at the Lynemouth smelter in the United 
Kingdom in preparation for restart when 
market conditions allow. This project will 
be completed in the first half of 1998. 

Primary Production 
Primary metal production in 1997 was 
slightly higher than the 1996 level due 
to improved performance in Canada and 
increased water availahiliry at the Company's 
hydroelectric power plant in Scotland. 
Production in 1995 had been adversely 
affected by about 75 kt due to a strike at 
the Company's Quebec smelters. 

Throughout its 

worldwide operations. 

AIran is committed to 

excellence in research 

and technology, raw 

materials, chemicals, 

casting ingot, extru- 

sion billet, rolled 

products and down- 

stream fabricated 

products. At the 

Petalinglaya plant 

in Malaysia. Harun 

Sonder Ali removes 

ingots after casting. 

I 



Alcan conrinues to have approximately 
134 ktiy, or 8°/r,, of its coral rated capacity 
temporarily idled. 'i'his capacity will br 
restarred only when warranred by industry 
condirioiis. A l a n  restarted 22 kriy of 
capaciry at its m~e l re r  in Kitimat, Bi-iris11 
Columbia, in November 1937. This restart 
was one element of a legal agreement with 

Aluminum cans 

are, by far, the most 

recycled beverage 

container of any 

kind and Alcan is 

the world's largest 

can recycler. Alumi- 

num's high salvage 

value contributes 

to the success of 

many fund-raising 

efforts and substan- 

tially rovers the cost 

of community collec- 

tion and recycling 

programs. 

rhc governmeill of Britisli Columbia ro 
settle the outstanding issues reiatcd ro the 
governmenr's rejection of the Kenlano 
Completion I'rojecr. This 1997 B.C.-Alcan 
sertlenielir agreement also provides for 
replacemenr electricity, at  attracrive prices, 
ro power a potential future expansion of 
the Kirimar smelrer, as well as improvements 
to an existing elecrriciry sale agreement. 
Further details are given on page 33. 

In Qucbec, the environmenrai revie,?. and 
communiry consulration proccsscs relating 
to the proposed 375-kriy smelter at  41ma 
have been successfully coniplercd. In February 
of this year, the Company announced its 
decision to proceed with the project. Corn 
struction will commence in early March of 
1998, and [hc filhl i t ~ r d  will be produced 
in the fall of 2000. 

A ]new two-year power contract was nego- 
riared for the Aratu smelrsr in Brazil. Also 
in Brazil, flooding remporarily affccted pro 
duction ar the Ouro  I'rero smelter. In the 
U.S., Alcan has made progrcs in its efforts 
to find an acceptable solution ro the eco- 
nomic PI-ohlenis of the power supplier io the 
Sehree, Kentucky, smelter. At Lynemouth 
in the U.K., a two-year cap i r~ l  program ro 
upgradc and rcfurbish rlic cioscd porline 
is nearing cornpierion. 

In October, Alcan announced rhe formation 
of a ream to conduct a icasibility study on  
a proposed 225-krly expansion of its Kirimar 
smelter in northern British Columbia. A monrh 
later, a memorandum of understanding was 
signed with the China National hron-Ferrous 
Metals Industry Corporation for a fcasibiliry 
study related ro the potential consrrucrion 
of an aluminum smelter and power station 
in Shanxi province, China. T h e  rcsulrs of 
borh of these frasibiliry srudirs are expected 
in thr  next 15 to 18 months. 

Secorrdary Pmduction 
In addition to its uscd beverage can recycling 
operations, which are included in the Fabri- 
cated products secrol-, Alcan recyrles other 
f o r m  of aluminum scrap ar four facilities 
in Italy Thailand, the U.I<. and the U.S. that 
have a r o d  capacity of 192 kriy. Third-party 
sales, primarily of foundry alloys for the 
auroniorive industry, were 82 kt in 1997 
compared to 119 kr in 1996 and 124 kt in 
1995. T h c  decline in 1937 a r k s  from the 
sale, late in 1996, of the Company's f,rcility at 
Guelph, Onrario. 'l'hese secondary unelrers 
also produce rolling ingot for use in the 
Company's own Fabricating operations. 
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Fabricated Products Operations 

(milliom of  US$) 1997 9 9  1995 

%and op~ating 
m u m  5,693 5,593 6,983 

Opringincornc 290 127 346 

Shipmenu (kt) 1,694 1,539 1,733 

I c r &  fabricated products volumes, inclu- 
ding f.~hrication of customer-owned metal, 
r w  10% in 1997 ro a record level of just 
1111der nvo million tonnes, more than corn- 
pcnuring for the 1996 fall that was due 
mrinly to the divesrment of downstream 
husincsses. As well as enjoying strong marker 
cr~ndirions in Europe and North America, 
rlic Company achieved an increased share of 
2 number of important markets. Adjusting 
ior  riic impact of divestments, fabricated 
pndirirs sales have grown at a compound 
rlinurl rate of 11% since 1993. 

Opcrdting income, at $290 million, was 
murc than double the 1996 level as a result 
of liisller volumes and the impact oil margins 
ot incrc~sed capaciry utilization. 

Rollcd Products 
f~'ollowing capacity expansions in North 
hmcric~ and Europe in recent years, Alcan's 
h c u s  i n  rhese regions has been to consoli- 
dxc i t s  position as the world's largesr pro- 
diiccr o t  rolled aluminum products. Total 
mllcd prmlucrs volume, including conver- 
\iori ot customer-owned metal, rose to 
1 . 7 2  tonnes, an increase of 12% over 1996. 
Srlcs revenue increased 7 %  to $3,894 mil- 
lion. thc lower percentage gain reflecting 

lower realizations primarily due ro weaker 
European currencies. Rolled products ship- 
ments were 1,476 kt compared to 1,304 kt  
in 1196 arid 1,337 kt  in 1995. T h e  average 
realized price of $2,6371t was down from 
$ 2 , 7 9 7 1 ~  in 1996 and $2,15O/r in 1995. 
T h e  1997 decline was attributable ro the 
lower dollar realizations on translation of 
European sales. 

In North America, total demand increased 
some 5% and Alcan's shipments were up 
slightly more at  5.7%. T h e  beverage can 
market grew by some l.G0/o with can sheet 
shipments up  about 2% over 1996. Alcan's 
shipments into domestic can sheet markets 
inc tased  over 5 %  indicating a gain in 
market share. Distributor markets were 
also strong with industry demand up over 
10% and Alcan increasing its shipments 
by 36%. This was offset to some degree by 
a reduction in the Company's shipments 
of building sheet. Capacity utilization was 
approximately 90%. 

T h e  European rolled products lnarket 
recovered from its decline in 1996 to grow 
by an estimated 6 .5% in the year, reflecting 
stronger economic conditions in all the 
major economies and a reversal of the cus- 
romer desrocking that occurred in 1996. 

Aluminum Shipments 
and Purchases 

Includes primary 
and secondary ingot 
and scrap. 

" lncludei 
fahricarcd from 
cwromerowncd meral. 

Higher total 

ibipmmti in 1997 
rerulted in an 
incrme in third- 



Management 's  D i s c u s s i o n  a n d  A n a l y s i s  

Alcan's European rolling operations increasea 
shipments by 16% with improved market 
share and higher exports. This sales growth 
was broadly-based, with the most significant 
increases being in foil stock, can body stock, 
lithographic sheet and painted products. 
German foil markets were particularly com- 
oetitive so. desoite a significant increase in 

Alcan offers the 

tethnologyand the 

metal to the auto- 

motive industry. 

Aluminum is used 

in fin stock for heat 

exchanger romp+ 

ncnts as well as 

engine parts such 

as Alcan's high perfor- 
mance pistons made 

from advanced alloys 

for the latest low- 

emission engines. 

sales volumes, revenues were insufficient to 
prevent a dcclinc in piofirability of those 
businesses. Higher sales volumes have led 
to most plants operating at their manned 
capacity during 1997, although there is 
still further potential for increased volumes, 
particularly at Nachterstedt in eastern 
Germany where the program to modernize 
and expand the plant has now been 
completed. 

In South America, rolled products con- 
sumption continued to be led by can sheet, 
which grew 45% in 1997 with the start-up 
of several new canning lines. During the 
year, Alcan commenced a project to expand 
capacity at its Pindamonhangaba, Brazil, 
rolling mill from 100 kt to 280 kt and to 
build a used beverage can recycling facility. 
This mill is the only rolling mill in South 
America capable of producing can sheet. 

Automotive 
During the year, Alcan continued to make 
significant gains in growing its automotive 
sheet business capturing a majority of the 
autobody sheet business in North America. 
Alcan is now the leading supplier of these 
products to North American automotive 
manufacturers. 

Ford Motor Company showcased its impres- 
sive Project 2000 PNGV (Partnership for 
a New Generation of Vehicles) car to the 
public at the end of 1997. Produced under 
a joint auto industry and U.S. government 
initiative aimed at the development of fuel- 
efficient and environmentally-friendly cars, 
the vehicle improves fuel consumption to 
63 m.p.g. and achieves a 53% mass reduction 
in the body structure. As a full development 
partner, Alcan, with its Aluminum Vehicle 
Technology, helped Project 2000 produce 
the lightest mid-sized vehicle in the world 
at just 2,000 lbs. 

The Ford Projcct 2000 and General 
Motors' EVI (electric vehicle) programs 
bear witness to the growing importance 
the automotive community is placing on 
delivering earth-friendly, fuel-efficient vehi- 
cles for the next generation of consumer 
transportation. Aluminum is positioned to 
play a key role in helping the automakers 
achieve these goals. Alcan's strategic initiatives 
have put the Company in a strong position 
to benefit from these growth opportunities. 

Other Fabricated Products 
Sales of other Fabricated products have 
declined in recent years as a result of the 
divestment of non-strategic downstream 
businesses, most of which was completed 
by 1996. Shipments in 1997 were 218 kt 
compared to 235 kt in I996 and 396 kt the 
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\ i . i r  hefore. Sales revenues were also lower, at 
S I .  I S? million, compared to $1,404 million 
i n  1g96 and S?,219 million in 1995. Average 
1,rice realizations were $5,4451t compared 
[ i t  S5,946it and $5,61 l i t  respectively in the 
r u < i  previous years. T h e  1997 decline arose 
I q e i y  in Eurupe where currencies were 
i~~h,tanrially lower against the U.S. dollar. 

4li.1n's Norrh American cable business 
xliicved further growth in the year. Demand 
L i r  tlverhead transmission cable and service 
chlc ir~creased moderately, but  building wire 
edill>ited major srowth resulting in near- 
rciorci shipments and increased profitability. 
1 1  i i  c~pected char this trend will continue 
~ I I  19L98. 

.4li~n'\ architectural poduc t s  busincss faced 
h ~ ~ l i l ! .  ci~mpetitive business conditions in 
i:rmce bur performed well in other markets. 

/ G ' ~ ~ Y ~ ~ / ~ ~ ~ ~  Acrit , i i ies  

.4lrar<\ North American used beverage can 
(UIK:) recyclins plants again increased out-  
p r  h !  7.5%, to a record level of 18.5 billion 
I'L1Cs p~ocessed, of which over 2.1 billion 
wcrc cullected by Alcan in Canada. In the 
11.K.. where Acan has the only UBC recy- 
c l iq  ijcilicy, the rate vf beverage can recycling 
conrinued to increase. 

In lirn/il, as part of Alcan's expansion of can 
sliccr cdpaciry, a new UDC recycling opera- 
tion nds comn~issioned in February of 1998. 

G E O G R A P H I C  R E V I E W  

I h c  in~pruvement in earnings in most geo- 
!prIxi~ regions that was seen towards the end 
of l')'l(i conrinued into 1997, as customer 
~lc\rocLing was reversed and economic 
. i i t i i i r \  accelerared. T h r  effects of the eco- 
~i ,>mii  crisis in Asia and slowdown in Japan 
w r c  ii,lr in the second half of the year. 

Ner income data included in this Geographic 
Review relate to Alcan's operations in each 
region, whereas the shipment data are clas- 
sified according to third-party customer 
location. 

Net income, presented below, does not reflect 
the prior year tax reassessment in Canada and 
related recovery from other jurisdictions. 

Canada 

1997 Aluminum 
Shipments by Region 

Weitern World - 
consumptron 

Alcan Group - 
shipments 
(includes Alcani share 
of rclarcd companies) 

I 1  
27 

Alcan rr one of the 
moir inrernanonai 
aluminum companrn 
with operatiom and 
i ak  ofices in over 
30 counwies. Thir is 

! nn important corn- 
N a t h  South Europe Asia and Africa 

America America PacRc painve advantage 
in an increaiingiy 
&bal marketpbce. 
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Architects and 

designers are finding 

that aluminumk high 

strength-to-weight 

ratio, versatilihl. 

dunbilityand decor- 

ative potential offer 

unique advantages 

over alternative 

materials. 

Earnings from Canadian operations improved 
in 1997 to reflect higher aluminum ingot 
prices but remained below the 1995 level. 
Ingot prices in 1995 were substantially higher 
than in 1996 and 1997. Income for 1995 
was adversely affected by some $70 million 
by a labour strike in Quebec. 

The Canadian economy remained robust 
in 1997, with low interest rates spurring 
pent-up demand. Domestic aluminum con- 
sumption recovered in the year to increase 
by 4% following a 1% decline in 1996. 

United States 

Expansion of aluminum smelting operations 
in Canada is planned. In February 1998, the 
go-ahead was given for a 375-kt smelter at 
Alma, Quebec. Also, a feasibility study is 
under way on a possible 225-kt expansion 
in British Columbia. 

Net income in the U S .  almost doubled in 
1997 principally due to the strong increase 
in fabricated products sales volume. 

The US.  economy continued at a strong, 
steady pace and total aluminum consump- 
tion was up 6.3% after a flat year in 1996. 
High levels of vehicle production and 
construction activity were key drivers of 
growth, and can sheet demand was better 
than expected with higher can volumes 
and a slowing in the rate of downgauging. 
The aluminum cable market was also robust 
with a good financial performance from 
Alcan Cable. 

South America 
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So~rh  rhc r i ca  reported operating resulrs 
liriver than in 1996, largely due  to divest- 
I I ICI I~S .  This res~11red in a change in product 
I I I I \  with a hisher proportion of shipments 
III rhc form of primary ineral. Adjusted for 
iliicsrments. tihricated products siiipmenrs 
~~icrcased 1)). 1 St% in 1997. 

Ihpirevery high real intcresr rates inrro- 
Juccd i n  lirazil to j~rotecc the currency in 
rlw wake of thr Asian crisis, aluminum 
dmnnd in tlic region grew by about IOU% 
In 1097, dri\.en prilicipally by can sheet. 
\irmg re~ional growrli is expected again 
i t ,  199s. 

. \ II  i.xpansiun d4 lcan ' s  Pitidamonhangaha 
~ d l i n ~  mill from I00 kt to 280 kt  with 
.i*wiiared UliC recycling capaciry is under 
W.I!. nirh rhe increased capacity becoming 
.~v,~il.ihle in s t ags  in 1998 and 199'). 

Europe 

All the major European economies expcri- 
enced better economic condiriotis in 1'197 
than in the previous year. Aluminuni con- 
sumption rehounded lion? rlic drop i n  1916 
ro record growth esritrlated at 6.5'%, led 
principally by rlic building, transpoiration 
and can sheet mal-kets. Alan's shipmcnrs 
significantly excreded the market gains 
with sales volume up 1696, indicating an  
increased share in many markers, as well as 
increased rxpol-rs. Most Iiul-opean cul-rciicies 
weakened against the U.S. dollar. It was 
not possible to pass on the resultant local- 
currency increac  in purclixed metal costs 
to customers immediately, leading to down- 
ward pressure on proiir margins, especially 
during rlic early parr of the yrar. 

Sh ipn ien t  from German operations were 
u p  24%. with increased exports lielped 
by the weaker Deutschmark. Foil markets 
werr subject to increased competitive prcs- 
sulc, resultirig in a decline in earnings from 
rlinse businesses. Utilization of rlic newly 
expanded rapacity at Norf and N:ichterstedt 
improved during rlic yrar. 

In the U.K.,  rlic volumc increase was more 
modest, at 4O%, partly due  to the srronger 
pound sterling impacting exporr sales, and 
partly to production constraints in the early 
parr of the year. 'l'he rcfurhishnient of the 
idled porline at the Lyne~iiourh smelter is 
near to completion arid \vill allow rlie resrarr 
of 6 6  kr of annual capacity when imarker 
conditions permit. Exceprional costs of 
$ 1  8 million after rax are included in respect 
of this project. 

Sales volumes fro111 Alcan's operations in Italy 
were up 17% with strong sales of painted 
sheet products. 

Si,r iiicime frum Eulopean operations 
w.15 \ I I ; I I  lply higher in 1997 due to a 1 G ' ~ I  
i ~ l ( ~ , . i \ i  i n  fahricated l>roducts sales volume, 
~ ~ t t i i . r  i l l  parr hv pressure o n  prof3 margins 
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For the packaging 

market, not only docs 

aluminum provide 

superior barrier 

qualities, blocking 

out light, oxygen 

and moisture, it also 

offers graphic design 

possibilities as well 

as being economical. 

convenient and 

recyclable. 

In France, conditions in the building systems 
market continued to be highly competitive, 
while the overseas business of Alcan France 
performed well in most markets. 

The alumina refinery in Ireland maintained 
its low conversion costs and achieved its 
highest-ever production volume. 

Asia and Pacific 

Income, excluding special items, froni this 
region was little changed in the year, but 
the second half was marked by a deteriora- 
tion in business conditions. The incrrase in 
fabricated products shipments reflects the 
consolidation for the full year of operations 
in Malaysia and Thailand following the 
restructuring of Alcan's investments in the 
region in 1996, as well as increased exports 
into the region. In the third quarter, a charge 
to net income of $30 million was made 
in respect of construction contract losses 
and restructuring costs at the Company's 
45.6%-owned related company in Japan, 
Nippon Light Metal Company, Ltd. (NLM). 

Aluminum consumption grew by an esti- 
mated 3% in the region in 1997 hut the 
trend reversed sharply with strong growth 
in the first half of the year and a decline 
in the second half. The outlook for 1998 
remains uncertain. 

In Japan, a consumer boom in the first 
quarter ahead of an increase in consumption 
tax was followed by a severe downturn 
in demand with the construction market 
particularly badly affected. Alcan's affiliate, 
NLM, experienced a sharp drop in ship- 
ments to the building market and its build- 
ing products subsidiary is undergoing a 
major rationalization program. In addition, 
a number of other restructuring and divest- 
ment measures are being initiated. 

For Alcan's fabricating businesses in Southeast 
Asia, it was a difficult and challenging year. 
The financial crisis, which hit the region 
in the second half of 1997, saw currencies 
plunge and demand for aluminum products 
fall. In Thailand, business was particularly 
hard hit by a collapse in large-scale con- 
struction activity. In Malaysia, lower profits 
mainly reflected reduced demand for sheet 
products. With this tough environment 
foreseen to continue in 1998, Alcan's busi- 
nesses in the region are focusing on export 
opportunities, cost reduction, and working 
capital management. 

In Australia, earnings from alumina sales 
improved in 1997 to reflect higher alumina 
prices. 
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Indian aluminum demand growth was lower 
rhm in recent years at about 3%". At Indian 
.4luminium Company, Limited (Indal), 
.3i.h%-owned by Alcari, prices and margins 
ivcrc under pressure due to competitors' 
c~p~c i ty  expansions. Accordingly, cost reduc- 
rim and improved asset utilization have 
cnicsged as key priorities for Indal. 

O t k r  Areas 

rriviries in other areas include raw materials 
opcsxions in Jamaica, Guinea and Ghana, 
rnd trading, shipping and insurance activities 
in Hcrmuda. Alcan also sells metal in other 
pars of rhe world such as the Middle East 
rnd Africa. 

LIQUIDITY AND CAPITAL R E S O U R C E S  

Crsli p e r a t i o n  in 1997 was sliglirly ahead 
of rlic prcvious year reflecting the improve- 
rncnr i n  profitability. Calculated by taking 
rhc ricr income for the year and adding 
hack dcpreciarion and defcrred income taxes, 
~msh gcncration was $913 million compared 
to SXih million in 1996 and $1,164 million 
i n  1995. 

Scr opelaring working capital requirements 
incrcarcd $125 million in 1997, following 
r S(L- nill lion decline the previous year. This 
w ~ s  cnrircly due to higher sales \~olurnes with 
tight working capital management reflected 
h!. a fall i n  the number of days' sales in 
wnrk inF  capiral. 

Following reassessment of income taxes 
relating to prior years, an amount of 
$134 million was paid to the Canadian 
authorities to prevent the further accrual 
of interest. Most of this is recoverable from 
other jurisdictions and has, accordingly, 
been included in deferred receivables. 

Disposal proceeds from the sale of non- 
strategic businesses and other assets were 
$54 million, sharply lower than the 1996 
level of $660 million as the divestment 
program reached its conclusion. 

Total borrowings were little changed during 
the year, following the substantial debt repay- 
ments and preference share redemption of 
the preceding year. Cash and time deposits 
increased $62 million in 1997, reaching a 
level of $608 million at  year-end. T h e  ratio 
of total borrowings to equity was unchanged 
from the previous year at 23:77 which com- 
pares to 29:71 at  the end of 1995. T h e  ratio 
improves further, to 1 6 3 4 ,  when adjusted 
for s ~ i r p l ~ i s  cash reserves. 

Total Borrowings and Equity 
 at year-end 
millions 
of us$ ratio 

Total bo'irowings - 
Equity 111 
(includes minoriry 
intercrrr and preE 
crence sham) 

Ratio of total 
borrowings to equig P 

Alcani bovowingr- 
to-equiq ratio 
mainedat  a healthy 
I d  in 1997deipitc 
the working rapital 
rquirementr of 
i ncmed  volume. 
Adjurtedfor iurplur 
cash atyear-end the 
ratio w a  1684, 
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Investment  Activit ies 

Capital investment in the year was $641 mil- 
lion, an increase from $482 million and 
$441 million in 1996 and 1995, respec- 
tively. O n  an ongoing basis, approximately 
$450 to $500 million is required annually 
to maintain the integrity and competitive- 
ness of the Company's assets. Additional 

Aluminum's high elec- 

trical conductivity has 

long made it a material 

of choice. A lan  is a 

major supplierto all  

sectors of the electrical 

industry and has 

established growing 

relationships with 

power utilities, distri- 

butors and equipment 

manufacturers. 

expenditures in 1997 related primarily 
to the refurbishment and upgrade of thr 
Lynemouth smelter in the U.K. and the 
expansion of rolling capacity in Brazil. 

In 1998, projects, other than to maintain 
ex~sting assets, include the continuation of 
the rolling m~l l  expansion project in Brazil, 

Cash Flows 

with approximately $1 50 million expendi- 
ture planned in the year. The Alma smelter 
project in Quebec, commencing in March 
1998, will entail an investment of $1.6 bil- 
lion over a three-year period. In addition, 
the Company intends to bid, in partnership 
with Aluminum Company of America, for 
70% of the state-owned aluminum assets in 
Venezuela that are being privatized in 1998. 
If successful, Alcan would have an effective 
28% share of those assets. 

The program of divestment of non-strategic 
businesses was largely completed by early 
1997. Over a three-year ~cr iod ,  the Company 
made a number of disposals in Canada, the 
U.S., the U.K., Australia and South Ameria 
which generated proceeds of $1.25 billion, 
used mainly to repay debt. 

Financing Activities 

Total borrowings at the end of 1997 were 
unchanged from 1996 at $1.5 billion and 
$470 million less than in 1995. Aicani debt 
to equity ratio of 2 5 7 7  is the lowest in the 
Company's history and positions Alcan well 
to take advantage dauract ive investment 

m i ~ r o m d ~ ~ ~  opportunities as they become available. 

S& ofmg and 
iwmnnra The quarterly common share dividend 

was maintained at 15 cents per share in 
Cushfrpm operating -. 
gcnurna 1.350 1997 compared to 1996. The dividend was 

1.58- 
DiYidmlirpaid 

increased from 7.5 cents to 15 cents per 
1.044 share in 1995. 'Total dividends paid to com- 

mon shareholders were $136 million in 
149 

genrmtim MI 1996 and 1997 compared to $101 million 
ntainndi71e.w in 1995. Preference share dividends were 
, >apital qrndi -  75 $10 million versus $16 million in 1996 
mwnnd mnCing and  $24 million in 1995. 

tbt btek were 1993 1994 1995 1996 1597 
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( : a h  reserves totalled $608 n~illion at the 
c i ~ d  ofrhe year c(1111pared to $546 million 
2011 $66 million at the end of 1996 and 
ILN5, re~pecrivel~. In addition, die Compriny 
ccmtinues ro have a $ 1  billion global, multi- 
)c.~r and multi-curl-ency credit facility wirh 
.I iyndicare of niajor inrer~lariolial banks. 
r 1)ecember 3 1 ,  1917, no funds had been 
lhorrowed under rhis facility and rhc full 
.muunr was available. T h e  Company's 
investment grade credit raring also provides 
i l irn wirh ready access ro global capital 
~nrrkers through the issuance of debt and 
C L I U I C ~  insrrumenrs. 

I I I C  Company expects chat cash generated 
tiom operations, combined wirh the above 
resources, will be more than sufficient to 
111cct the cash requirements of operations, 
~plmiied capiral expendirures and dividends 
hi r ing resources, and liquid capital markets 
21\11  provide ample liquidity ro meet unfore- 
W I I  cvenrs. 

KEMANO COMPLETION PROJECT 
I n  rhc  third quarrer of 1995, the Company 
wow down irs invesrnie~~r in the Kenlano 
(:~mpletion Projecr (KCP), followiilg the 
~pr<~iccr's cancellation by the British Columbia 
government. After esrimated disposal pso- 
iccds and site restoration cosrs, the amount 
of thc write-down was $420 million, resulr- 
ins in an extraordinary loss of $280 million 
on a11 after-tax basis. 

rejection of l<CI' T h e  Company continued 
negotiations with the Province and, or1 
Augusr 5 ,  1997, a final sertlemenr agree- 
ment was signed thar resolved the issues 
surrounding KCP. 

T h c  principal elenlent:, of the agreemenr 
were the provision of replacenienr power, 
which would be made available if Alcar~ were 
to expand its operations in British Columbia 
i r i  the future, and the maintenance and 
cnhancemenr of an existing contract whereby 
Alcan sells power to B.C. Hydro. Alcan 
also agrecd ro contribute to rnvironinenral 
improvements in the region. T h e  agreement 
provided for rlic issuancr by rhe I'roviricc 
of Alcan's final Water Licence and Prrmir 
of Occupatioli. 

The  availability of replacemenr power restores 
ro Alcan the opporrunity of a low-cost smelter 
expansion in British Coluii~bia. The  Company 
believes rhar the serrlernenr agreement is in 
[he best inreresrs ofshareholders. 

Following the serriemenr, the power sales 
contract was split and the right to sell 
I67 MW to B.C. I-lydso, at the California- 
Oregon border, was sold to Enron Corp., 
a US.-based energy provider. T h e  gain on 
rhis sale, ner of the wire-off of remaining 
KCP assets, amounring to $17 million, is one 
elemcnr of die setrlenier~r thar is realized 
and quantifiable. Accordingly, it has been 
treated as an exrraordinary gain. 

I n  crrly 1997, Alcan filed, in the British 
( A m h i a  Supreme Court, a writ of 
iurnlnclns naming the province of Brirish 
C:.rIuiiihia as defendant in a lawsuit for 
drl~iqcs arising from the government's 
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ENVIRONMENTAL MATTERS 

Alcan is committed to the continued envi- 
ronmental improvement of its operations 
and products. The Company has devoted, 
and will continue to devote, significant 
resources to control air and water pollutants, 
to dispose of wastes and to remediate sites 
of past waste disposal. Alcan estimates that 
annual environment-related spending, both 
capital and expense, will average about 
$1 90 million per year ovcr h e  next several 
years and is not expected to have a material 
effect on its competitive position. While 
the Company does not anticipate a material 
increase in the projected level of such expen- 
ditures, there is always a possibility that 
such increases may occur in the future in 
view of the uncertainties associated with 
environmental exposures, including new 
information concerning sites with identified 
environmental liabilities and changes in 
laws and regulations and their application. 

Included in total operating costs and expenses 
for the year are amounts for safeguarding 
the environment and improving working 
conditions in plants. In 1997, such expenses 
totalled $88 million. This amount was 
largely for costs associated with reducing 
air emissions and mitigating the impact of 
waste and by-products. In 1995 and 1996, 
these expenses totalled $76 million and 
$96 million, respectively. 

Included in capital spending in 1997 was 
$84 million for environment-related projects. 
Such spending was largely on equipment 
designed to reduce or contain air emissions 
-generated by Alcan plants. Spending in 1995 
and 1996 was $53 million and $60 million, 
respectively 

RISKS AND UNCERTAINTIES 

Risk Management 

As a multinational company engaged in 
a commodity-related business, Alcan's 
financial performance is heavily influenced 
by fluctuations in metal prices and exchange 
rates. In order to reduce the associated risks, 
the Company uses a variety of financial 
instruments and commodity contracts. 
All risk management activities are governed 
by clearly defined policies and management 
controls. Transactions in financial instru- 
ments for which there is no underlying 
exposure are prohibited. 

The decision whether and when to com- 
mence a hedge, along with the duration of 
the hedge, can vary from ~ e r i o d  to period 
depending on market conditions and the 
relative costs of various hedging instruments. 
The duration of a hedge is always linked 
to the timing of the underlying transaction, 
with the connection between the two con- 
stantly monitored to ensure effectiveness. 

Foreign Currency Exchange 
Exchange rate movements, particularly 
between the Canadian dollar and the U.S. 
dollar, have an important impact on Alcan's 
results. For example, on an annual basis, 
each US$O.Ol permanent change in the 
value of the Canadian dollar has an after-tax 
impact of approximately $1 I nlillion on the 
Company's long-term profitab~lity. Alcan 
benefits from a weaken~ng in the Canadian 
dolla~, but, conversely, is disadvantaged if it 
strengthens. In order to reduce the short-term 
volatility in costs arising from movements 
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ill r~cllange rates, Alcan hedges a subsrantial 
portion o i  i ts  Canadian dollar exposure 
rlrrough rhc use of forward cxchange con- 
rrdirs and currency options. 

For t~irtlier derails. refer ro note I 6  of the 
h ~ r c i a l  xaremenrs. 

1:rom thr beginning oT 1008, following 
r change to rhe accounting srandards 
otrlic Canadian lnrirure of Chartered 
4icounrants on accounting fbr income 
razes, rhc Company's deferred income tax 
lirhilir!. is [ranslated into U.S. dollars ar 
iiirrcnr rates. 'l'he resulrant exchange gains 
or losscb are included in income. Tile iinpacr 
o t i  US$O.OI movement in the value of 
rlir (:rnadian dollar on deferred income 
raaci is approximately $6 million. 

Ale,niirrvr Prices 
Dcpcnding on market conditions and 
log~srical considerations, Aican may sell 
primary .~ luminun~ ro third parries and may 
purclrajc primary and secondary aluminum, 
including scrap. on rhe open market to meet 
rhc reql~iremeno of irs fabricating businesses. 
I n  rddirion, drpending on pricing arrange- 
Incntr n-irh fabricated products cumxners. 
.Alcrn may hedge some of irs purchased 
nrcrnl supply in support of those sales. 

'I'hmugh the use of forward purchase and 
sdc cunrracrs and options, Alcan seeks to 
limit rlic impact of lower nieral prices, while 
r c r~ in in~  rhe ability ro benefit from higher 
prico The Company may also, through a 
camhinrtion of hedging insrruments, estab- 
lish 2 range of sales prices for a certain 
porrion ot  irs future revenues. 

hlcrn estimates rhar on an annual basis, 
c ~ l i  $100 per tonne change in the price of 
alunlinunl \has an after-tax impact of approx- 
inutrl! 5100 million on the Company's 
long-rcrm profirabiliry 

The Year 2000 Issue 

Alcan has a program which is well under 
way to examine and resolve Year 2000 
issues as they affecr the Company. T h e  
objective of the program is to ensure char 
rhc business- and process-related systems 
technology relied on hy the Company 
accurately processes date-related data 
prior to,  during and afrcr, the year 2000. 
'I'he progl-am includes the assessment of 
hardware and sofrware as well as coordina- 
tion with third parries where electronic 
inreraction is present. I n  rhe w e n t  rhat 
Year 2000 issues could nor be resolved 
in a tirnely f a h i o n ,  the Company could 
face business inrcrruprions o~~ 
delays. Alcan is rhereforc dedicaring sub- 
stantial resources to its program to permit 
an orderly rransirion through rhe year 2000. 
T h e  Company has nor complered its assess- 
ment ofyear 2000 issues. Based on infoi- 
ination to date, the costs of rcmediarion and 
coordination are nor expected to have a 
material adverse impact o n  the Company's 
financial condition. 

Cautionary S ta tement  

Statements in chis report r11at describe the 
Company's objccti\,es, projections, estimates, 
expectations or predictions of the f h r e  
may be 'forward-looking statements' wirhin 
rile meaning of applicable securities laws 
and regulations. T h e  Company cautions rhat 
such statements involve risk and uncertainty 
and char actual results could differ marerially 
from those expressed or  implied. Imporrant 
factors rhat could cause differences include 
global aluminum supply and demand con- 
ditions, aluminum ingor prices and other raw 
materials' cost or  availability, cyclical demand 
and pricing in the Company's principal 
markers, changes in government regulations, 
economic developments within rhe counrrirs 
in which the Company conducts business, 
and other factors relating to the Company's 
operations, such as litigation, labour nego- 
tiations and fiscal regimes. 

For iurrlicr derails, refer ro note 16 of the 
financirl ,rlren>ent\. 
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Responsibi l i ty for  the Annual Report 

Alcan's management is responsible for the preparation, integriry and fair presentation of the financial statements ando& 
information in the Annual Report. The financial statements have been prepared in accordance with accounting p i i l  
generally accepted in Canada and include, where appropriate, estimates based on the best judgement of management.'k 
conform in all material respects with accounting principles established by the International Accounting Standards C o r n  
A reconciliation with accounting principles generally accepted in the United States is also presented. Financial and opaa 
data elsewhere in the Annual Report are consistent with that contained in the accompanying financial statements. 

Alcan's policy is to maintain systems of internal accounting and administrative controls of high quality consistentd 
reasonable cost. Such systems are designed to provide reasonable assurance that the financial information is accurated 
reliable and thar Company assets are adequately accounted for and safeguarded. The Board of Directors oversees the 
Company's systems of internal accounting and administrative controls through its Audit Committee, which is camp 
of directors who are not employees. The Audit Committee meets regularly with representatives of the shareholders'm 
pendent auditors and management, including internal audit staK to satisfy themselves that Alcan's policy is being foUm 

The Audit Committee has recommended the reappointmenr of Price Waterhouse as the independent auditors, subjd 
to approval by the shareholders. 

The financial statements have been reviewed by the Audit Committee and, together wirh rbe other required inform 
in this Annual Report, approved by the Board of Directors. In addition, the financial statements have been auditedb 
Price Waterhouse, whose report is provided below. 

P.&d& 
Jacques Bougie, Suresh Thadhani, 
Chief Executive Officer Chief Financial Officer 

February 12,1998 

OECD Guidel ines 

The Organization for Economic Cooperation and Development (OECD), which consists of 24 industrialized counM 
including Canada, has established guidelines setting out an acceptable framework of reciprocal rights and responikh 
between multinational enterprises and host governments. 

A lan  supports and complies with the OECD guidelines, and the Company's own statement, A h n ,  Itr Purpose, O&&i 
and Policies, is consistent with them. This statement, first published in 1978, bas been distributed in 11 1anguapto 
Alcan employees worldwide to strengthen the awareness of the basic principles and policies which have guided the 
conduct of illcan's business over the years. 

The statement of Alcan's purpose, objectives and policies, the Company's annual information form and its 10-K rep-[ 
are all available to shareholders on request. The latter two documents contain a complete list of significant Alcan Gd 
companies worldwide. 

Auditors' Report 

To the Shareholders ofAlcan Aluminium Limited 

We have audited the consolidated balance sheet ofAlcan Aluminium Limited as at December 31, 1997, 1996 and lrl 
and the consolidated statements of income, retained earnings and cash flows for each of the years in the three-yeup 
ended December 31, 1997. These financial statements are the responsibiliry of the Company's management. Ourre+ 
sibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance wirh generally accepted auditing standards. Those standards require rhatnrrp 
and perform an audit to obtain reasonable assurance whether the financial statrrnrnts are Lee of material misstarc~~m 
A n  audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial srarcmd 
An audit also includes assessing the accounting principles used and significant estimates made by management, as wd 
as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of& 
Company as at December 31, 1997, 1996 and 1995 and the results of its operations and its cash flows for each ofthcm 
in the three-year period ended December 31, 1997 in accordance with Canadian generally accepted accounting princi+m 

Chartered Accountants 
Montreal, Canada 
February 12, 1998 
(except as to note 22 which is as of February 19, 1998) 
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Consolidated Financia l  S ta tements  

Consolidated S ta tement  o f  Income 
(in millionr of US$, exceptper rhore amounti) 

Ear endpd December 31 1997 1996 1995 

~evenues  
Sales and operating revenues $7,777 $7,614 $9,287 

Other income 
~ ~ 88 75 100 
p-~ ~pp~ -- - 

- - ~~ - 
7,865 7,689 9,387 

Costs and Expenses 
Cost of sales and operating expenses 
Depreciation (note 2) 

Selling, administrative and general expenses 
Research and development expenses 
Interest 
Other expenses 
p~ ~ - 

~ ~~ ~ ~ 

Income before income taxes and other items 
Income taxes (note 5) 
Income before other items 
Equity lass (note 7) 
Minority interests 
Net income before extraordinary item 
Extraordinary gain (loss) (note ?) 

Net income 
Dividends on preference shares 10 ~p 16 - 24 
Net income attributable to common shareholders 

~- - 
$ 475 $ 394 $ 239 

-- ~- -~ 

Net income per common share before 
extraordinary item (note 2 )  

Exrraord~nar~ gain (loss) per common share (note3) 0.07 - (1.24) 

Net income per common share (note 2 )  $ 2.09 $ 1.74 $ 1.06 
Dividends per common share $ 0.60 $ 0.60 $ 0.45 

Consolidated Statement  o f  Reta ined Earnings 
(h miUiom of US$) 

Retained earnings - beginning of year 
Net income 

Dividends - Common 136 136 101 
- Preference - 

10 16 24 

Retained earnings - end of ?ear (note 14) $3,556 $3,217 $2,959 



A l r a n  A l u m i n i u m  L i m i t e d  

C o n s o l i d a t e d  F inanc ia l  S t a t e m e n t s  i c o n t i n u e d )  

C o n s o l i d a t e d  Balance S h e e t  
fin milliom o,fUS$) 

December 31 1997 1996 1995 

Assets 
Current assets 
Cash and time deposits 
Receivables 
Inventories 

Aluminum 
Raw materials 
Other supplies 

~~ ~ p- 

-~ 

Deferred charges and other assets 
Investments [notti 7 a n d 9 j  
Properv, plant and equipment [note 8) 

Cost 
Accumulated deprec~anon 6,257 6,047 6,063 

- -- 
5,458 5,470 5,671 

Total assets $9,466 $9 ,327  $9,736 

Liabil it ies -- and Shareholders' Equity 
Current liabilities 
Payables 
Short-term borrowings 
Income and other taxes 
Deht maturing within one year [note 11) 

~ ~~~ 

Deht not maturing within one year (note< 11 and 16) 

Deferred credits and other liabilities [note 10) 715 770 761 
Deferred income taxes 969 996 979 
Minority interests [note 9) 43 73 28 
Shareholders' equity 
Redeemable non-retractable  reference shares (note 12) 203 203 359 
Common shareholders' equity 

Common shares [note 13) 1,251 1,235 1,219 
Retained earninzs (note 14) 3,556 3,217 2,959 
Deferred translation adjustments (note 15) 64 209 304 

-~ - 
4,871 

- ~- 
4,661 4,432 

~ ~- ~ 
~ ~-~ 

5,074 4,864 4,835 
Commitments and contingencies (note 17) 

~ - -  

Total liabilities and shGho ld&l  equity $9,466 $9,325 $9,736 

Approved by the Board: 

a-5-/--+ Jacques Bougie, - W R . C  Blundell, 
Director Director 
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Consol idated F inanc ia l  S t a t e m e n t s  (continued) 

Consolidated Statement  o f  Cash Flows 
(in milliom of US$) 

Ear ended December 31 1997 1996 1995 

Operating activit ies 
Net income $ 485 $ 410 $ 263 
Adjustments to determine cash from operating activities: 

Extraordinary loss - - 280 
Depreciation 436 431 447 
Deterred income taxes (8) 15 174 
Equity income - net of dividends 39 2 1 12 
Change in receivables (30) 187 (38) 
Change in inventories (37) 185 (1 07) 
Change in payahles 44 (99) 11 
Change in income and other taxes payable - (3) 78 
Changes in operating worhng capital due to: 

Deferred translation adjustments (93) (29) 33 
Acquisitions, disposals and consolidationsideconsolidatians (9) (178) (77) 

Change in deferred charges, other assets, deferred credits 
and other liabilities - net (139) 25 30 

Gain on sales of businesses - net (12) (8) (34) . . 
Other - net 

~ ~ ~ - ~ 43 -~ ~- 
24 (28) 

Cash from operating activities -. ~- ~- 
719 98 1 1,044 

~ ~~ ~~ 

Financing activities 
New debt 
Debt repayments 

Short-term borrowings -net 90 (11) 4 
Common shares issued 16 16 24 
Shares issued by subsidiary companies - - 1 
Redemption of preference shares - (150) - 

Dividends - Alcan shareholders (including preference) (146) (152) (125) 
- Minority interests (3) - - 

Cash used for financing activities -. (46) (700) (744) 
~ ~p 

Investment activities 
Property, plant and equipment (641) (482) (390) 
Investments - - (38) 
Other - - (13) -- 

(641) (482) (44 1) 
Net proceeds from disposal of businesses and other assets 

~ ~~ 

54 660 168 
~- ~~p 

Cash from (used for) investment activities (587) 178 
~ - (273) 

Effect of exchange rate Fhanges on cash and time deposits (12) (1) 1 
Increase in cash and time deposits 74 458 28 
Cash of companies consolidated (deconsolidated) - net 1121 22 11 
Cash and time depos~ts - begmnmg of year 546 66 27 
Cash and tlme deposlts - end ofyear 

- 

$ 608 $ 546 $ 66 



1.  Nature of O p e r a t i o n s  

A l a n  is cngaged, rogcrhrr ivirli sub5idiasies rnd lclared con~panir i .  in all aspecrs o f t h i  aluminurn 
business on an  inrrrnational d e .  Irs opcr~rions includr lhr mining and processing of haunirc. rhe 
bx io  .zli~rninum orc: the ircfining o f  bauxirr into nlumiri;i: r l ~ c  gclmrarion of clecrric power for usr in 
nrelring :~luminunr: rtic snirlring o f  .aluminum from alunlina: rhe rrcycling ofusrd and scrap alr~rrrinum; 
~ h r  f.~hrii:trion o f  i luminum, durninuni a l loy nnd non-duminun> im.ltcrial\ in10 sein-Fnbiicared nnd 
fii~ishcd products; thr disiribi~rion and markcring of aluininimi and rron-aluminum pruducrs and. in 
connecrion wirh its alumir~om opeiarion5. rhe p rodw~ion  :and $ale of indusrrkl chemicals. Alcan. rogerher 
xirh its \oh\idixrie\ and relared companies, ha\ baurirc holdings in six counrries. produces alumina in 
nine, smelrs primary aluminum in \ix. operares aluminum firbricating plants in 14 and /has C& ourlets 
and mainrains warehouse invmrorirs in rhc larger m.~rkrrs of tlrr world. Alcm h a  opcrares 2 glohal 
rr.inponatiori ~ m w o r l i  rhar inciudrs bulk cargo vcssels, porr fdcihes  and freight mains. 

2. S u m m a r y  of  S ign i f i can t  Account ing Pol ic ies  

U S E  OF ESTIMATES 

The  p r r p a n ~ i o n  of tinancial srarrminrs in conlomiry with generally acccprcd accounting principles 
req~~ires  mmagcmrnr ro inake rstimarr\ 2nd du~impcioms char affccr rhc repurred m ~ o u n r s  of ahsers and 
liobilirics and disclosure o f  conringenr a m r s  and liabiliries ar rhe date of tile financial sraremrno 2nd rhe 
reporred a m o u n o  of rei.rnur\ and expensec during rhe rrpol-tin: pcriod. Acrual i-ciulrs could difter from 
rhosr eirimare\. 

PRINCIPLES OF CONSOLIDATION 

' J ' l x  consolida~rd f i n a n 4  ~rarrmrnrs ,  which i r e  r r p i e s \ d  in U.S. dollan, rhe principal currency of 
41can's hmsinesr, ate piepared in accodince \rirh genrrilly acccprrd accounting principles (GhW) in 
(:an.~da. '31q include rho accounts of iornpanici ri,nrrollrd by l c a n .  vil-rually d l  o f  which are majority 
owned, Joinr vrnrures. irrcspecrive o f  perornrage of  oi\.ner\hip, are propol-rionarcly consolidared ro the 
cxrcnr af.4lcan's parriiiparion. (:onsolidarrd ,net income also includrs Alan's equir? in the ner income 
or loss oicompanics owned iOu/o or Its\ where A l a n  has signiiicant influence ovcr mrmgcmrnr, and 
the inve\rmrnr in rhese cornpnws  is increased or drcisased by Alcan'h share o f  rheii undiirribured net 
inioine or  loss and drferred translacion adjusr~nrnts sincc acqui\irion. Inwsrmrnrs in companies in 
which 4lcan does nor have significnnr influence ovcr manngcmrnr a i r  cxried ar cosr less alnormrs 
wr i r r~n  off. 

FOREIGN C U R R E N C Y  

T h e  financial siarrrnents of self-susraining foicign oprrdrions arc rsanslarid inro C.S. dollars i t  pre- 
vailing rxchange iares. D i f h n c e s  xising Fron~ r .d~.ugc rarr change  are included in the Deferred 
rrnnslarion .~djusrmenrs (D1.4) componenr of Common sl~~rr l ia iders '  equity. If rhew is 1 reduction in 
tlre (:ornpany's o\vnership in a rorrigl, opcrarion, h e  relevant portion of DIA iii recognirrd in Other 
inmmr  or Orhrr  expcnser ar rhar rime. 

(;aim or lo , \ r~  on foruard crchdngr conrlacrs or currency options, all ofwhich srwr ra hedge certain 
fururc idenrifizhle foreigll currency cxporurm, arc included, rogrrher wirh rrlawd hcdgfng cosrs, in 
Sales and operaring rcvenors or Cost of sales and opcraring expensrs, as applicahlc, concurrently with 
rrcognirion of rhr underlying i ~ c m s  being lhcdgrd. 

L!nrcdlized gains or losses on currency s w q s ,  all o f w h ~ c l i  are lxed to hedgr icj rain idcnrifiabie foreign 
crmrncy dehr ohligarions. arc rrcorded concucrtnrl!, wirh rhe unrcali/ed gains or losses oil the debt 
ohlignrions being hrdged. 

Orhrr gains and losses fiom iorcign currency denominarrd irrms arc included in O r h a  illcome or 
Orhr i  e ipense.  
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2. Summary o f  S ign i f i can t  Account ing Po l ic ies  (cont'd) 

C O M M O D I T Y  CONTRACTS A N D  O P T I O N S  

(;aini or losses on forward nxral conrracrs and oprions, all of which s e n r  to hedge cerrain future 
idenritiablc aluminum price exposurrs, arr included, rogerhrr wirh related hcdging cost&, in Sales and 
~ ~ e r a ~ i n g  rrvcnurs or Cosr of salrs and oprraring expenici, as 3ppliiable, caniu~rent ly  with recognition 
of rhe undsrlying items bcing lirdged. 

INTEREST RATE S W A P S  

Ncr c:ish flows relami ro inrerest raw swdps xi. recorded in lritrresr i o r ~ c u i r e n r l ~  with rhc interesr 
expcnsc o n  thr underlying dcht. 

INVENTORIES 

hluminurn, raw n~arerials and other supplies are iiared ar cast (determined for rhc rnosr pair on the 
mon~hly avcragr mcrhod) or nrr rcalizahlr value, whichever is the lower. 

DEPRECIATION 

Dsprrciation is calculaiid a n  rhr straighr-line mrrhod using iarrs based on the esrimatrd useful lives of 
the respccrivc assrts. ' l h c  principal pares arc 2'12% i o r  buildings and i-angr from 1 %  ro 4% for power 
assets :and .3% to 121/F!4, ffur chrmical, snielrer and hbricaring assrrs. 

E N V I R O N M E N T A L C O S T S A N D  L I A B I L I T I E S  

Environmcnral expenses are accrucd when ir is prohablr that 2 liability for Fast events rxists. For future 
removal and sirr xsorar inn iosrs, provision is made in a sysremaric manner by periodic charges to 
income, e a q r  for asscrs that a x  110 longrr in me,  in which case full provision is chalged immediarely 
to income. Environrnenral expenses are normally includcd in (:osr o f  salrs and operaring enpensss 
except f h r  largr, unusual amounts which arc included in Othrr expenses. Accruals relared ro environ- 
mental ~us rs  arc included in I'apbles and Deferred credir and other liabilities. 

Environmenral enpendirures o f a  capiral naruic that rxrcnd the lift, incrrasr the capaciry or improvr 
rhe safer! of an asxr or chat mitigare or prevrnr rnvironmmral conraminaiion rhar has yrr ro occur :ire 
includcd in Property, planr and equ ipmr~i t  and arc depreciated generally over the remaining usrful life 
of the undrrlying asssr. 

POST-RETIREMENT B E N E F I T S  OTHER T H A N  P E N S I O N S  

The costs of post-ietirrmcnr brnrfirs other rhan pensions are rrcognixd an  an  accrual basis over the 
working lives ofcmployees. 

NET I N C O M E  PER C O M M O N  S H A R E  

Net income p c ~  common share is calculaicd by dividing Uct income artriburable ro common 
shareholders by rhc a\eragr nornher of curnrnon shares outsranding ( I  997: 227.0 inillian; 1996: 
226.2 milliml: 1995: 225.3 million). 

3. Extraordinary I t ems  - Kemano  Comple t ion  Project  

h extraardina~~ g ~ i n  of $26 (817 aftcr t a  or  7 cenr.7 per cornmon share) in the iourrh quarrel- of 19'17 
arises from the salc o f a  portion of a contl-acr ro supply power ro B.C. Hydro, ncr ofaddirional wrirc- 
downs of ~ernaining Krrnana Conlplrrion Projecr ("K(:Pn) asiers. In addirion ro rlie cornmitrnenr by 
rhe goveminmt of Bririih ( k l u n ~ b i a  ro supply replacrmen~ powcl at attractive r a m  fur .I possiblr 
smelter expansion, rhr serrlrnmcnt ofrhc dispure rcgarding rhc cancsllarion nf KCP allowed the (:ompan! 
tu rrll iu a h i l d  p r y  rhc righr ru supply a ipccitied amotmt of power to H . C  Hydro under an ongoing 
contracr. An rsrraordinar) loss of $420 ($280 after rax or 81 2 4  per common shair) w s  recorded 
in 1995 following the cancrllation of rhe projccr. 
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Notes t o  Consol idated Financial Statements (continued) 
fin millions of US$, except where indicatedl 

4. Differences Between Canadian and United States General ly  Accepted Accounting 
Principles (GAAP) 

DEFERRED INCOME TAXES 

using currently enacted tax rates 

Under Canadian GAAP, deferred income taxes of operations using the temporal method are translated 
at historical exchange rates, while under U S .  GAAP, deferred income taxes of all operations are 
translated at current exchange rates. 

Beginning in 1998, the Company will adopt the new accounting standards approved by the Canadian 
Institute of Chartered Accountants dealing with accounting for income taxes. These new standards are 
substantially identical to U S .  GAAP as contained in FASB Statement No. 109. 

CURRENCY TRANSLATION 

Under Canadian GAAP, unrealized exchange gains and losses on translation of long-term monetary 
items are deferred and amortized over the life of those items, whereas, under U.S. GAAP, such gains 
and losses are absorbed in income immediately. 

RECONCILIATION OF CANADIAN AND U.S. GAAP 

1997 1996 1995 
As US. As US.  As U.S. 

Reported GAAP Reported GAAP Reported GAAP 

Net income from 
continuing operations 
before extraordinary 
item $ 468 $ 504 $ 410 $ 420 $ 543 $ 561 

Extraordinary gain (loss) 17 17 - - (280) (295) 
Net income* $ 485 $ 521 $ 410 $ 420 $ 263 $ 266 
Net income attributable 

to common 
shareholders $ 475 $ 511 $ 394 $ 404 $ 239 $ 242 

Extraordinary gain (loss) 
per common share $ 0.07 $ 0.07 $ - $ - $ (1.24) $ (1.31) 

Net income per 
common share 
(basic and diluted) $ 2.09 $ 2.25 $ 1.74 $ 1.79 $ 1.06 $ 1.07 

Deferred income taxes 
- December 31 5 969 $ 684 $ 996 $ 755 $ 979 $ 762 

Retained earnings 
- December 31 $3,556 $3,895 $3,217 $3,520 $2,959 $3,252 

Deferred translation 
adjustments (DTA) 
- December 31 $ 64 $ 3 $ 209 $ 141 $ 304 $ 214 

*In  1997, $37($2 in 1996and $1 in 1995) oftbe net difference between '2s  Reporredand ''US GAAF'rtbtei t o  
accountingfir & f i n d  iwome tarei. In 1997, $23 of this difference ariierfiom changer in tar ram and rph t iom mwted 
during theyear 
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Notes to  Consolidated Financial Statements (continued) 
(in millionr of US$, except where indicatedl 

4. Differences Between Canadian and United States General ly  Accepted Accounting 
Principles (GAAP) (cont'd) 

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

December 3 1 
1997 1996 1995 

Liabilities: 
Depreciation $ 767 $ 810 $ 844 
Undistributed earnings of equiry companies 29 60 86 
Inventory valuation 52 43 48 
Other 

. . 64 77 57 

- - ~ 

912 990 1,035 
Assets: 
Tax benefit carryovers 114 121 184 
Accounting provisions not currently deductible for tax 164 180 199 
Other 26 18 9 

304 319 392 
Valuation allowance (amount not likely to be recovered) -. . -~ 

76 84 119 
228 235 273 

Net deferred income tax liability $ 684 $ 755 $ 762 

The difference between DTA under Canadian GAAP and US. GAAP arises 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 accounting standards on foreign currency translation. 

Net income (Loss) from continuing operations, before cumulative effect on prior years of accounting 
change, on a U.S. GAAP basis for the years 1994 and 1993 was $175 and $(89), respectively, compared 
to $96 and $(104), respectively, as reported. Net income (Loss) from continuing operations, before 
cumulative effect on prior years of accounting change, per common share on a U S .  GAAP basis for the 
years 1994 and 1993 was $0.69 and $(0.47), respectively, compared to $0.34 and $(0.54), respectively, 
as reported. 
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Notes t o  Consolidated Financial Statements (continued) 
( i ~  millions of US$, except where indicated) 

5 .  Income Taxes 

1997 1996 1995 

Income before income taxes and other items 
Canada $360 $235 $300 
Other countries 403 412 582 

763 647 882 

Current inwme taxes 
Canada 25 1 87 29 
Other countries 15 124 137 

266 21 1 166 

Deferred inwme taxes 
Canada (28) (5) 114 
Other countries 20 20 60 

(8) 15 174 
Income tax provision $258 $226 $340 

The composite of the applicable statutory corporate income tax rates in Canada is 40.3% (1996: 40.1%; 
1995: 40.3%). The following is a reconciliation of income taxes calculated at the above composite 
statutory rates with the income tax provision: 

1997 1996 1995 

Income taxes at the composite statutory rate $307 $259 $355 
Differences attributable to: 

Exchange translation items 13 11 17 
Unrecorded tax benefits on losses - net (12) (33) (5) 
Investment and other allowances (32) (24) (24) 
Large corporations tax 3 3 6 
Withholding taxes 5 6 6 
Reduced rate or tax exempt items (3) 17 (21) 
Foreign tax rate differences 1 (9) (6) 
Prior years' tax adjustments (31) (11) (6) 
Other - net 7 7 18 

Income tax provision $258 $226 $340 

In 1997 $19 ($7 in 1996; $2 in 1995) of benefits related to income tax loss carryforwards were rewrded 
in deferred income tax expense. 

Based on rates of exchange at December 31, 1997, additional benefits of approximately $60 relating 
to prior and current years' tax losses will only be recognized in income when realized. 

In 1997, income taxes on Canadian operations for the years 1988 to 1991 were reassessed by the 
Canadian tax authorities. Mosr of the additional taxes and interest relate to transfer pricing issues and 
are recoverable in other countries. Existing provisions are adequate to cover any amounts not recoverable 
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Notes t o  Conso l ida t ed  Financial S t a t e m e n t s  (continued) 
(in milliom $US$, except where indicated) 

6. Joint Ventures 

The activities of the Company's major joint ventures are the procurement and processing of raw 
materials in Australia, Brazil and Guinea, as well as aluminum rolling operations in Germany and 
the United States. 

Alcan's proportionate interest in all joint ventures is included in the consolidated financial statements 
Summarized financial information relating to Alcan's share of these joint ventures is provided below. 

Because most of the acrivities of the Company's joint ventures relare to supplying the Company's 
other operations, the portion of the Company's third-party revenues, and related costs and expenses, 
conducted through joint ventures is insignificant. 

1997 1996 1995 

Financial position at December 31 
Inventorres $ 189 $ 159 $ 158 
Property, plant and equipment - net 943 1,001 1,037 
Other assets 

- 
60 95 114 -- 

Toral assets $1,192 $ 1,255 $1,309 

Short-term debt $ 38 $ 17 $ 15 
Debt not maturing within one year 100 106 102 
Other liabilities 
p~ 

-~ 
156 

~ 

152 145 

Total liabilities 
p~ 

$ 294 $ 275 $ 262- ~- 

Cash flow information for the year ended December 31 
Cash from financing activities $ 10 $ 12 $ 18 
Cash used for investment activities $ (78) $ (76) $ (28) 
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Notes t o  Consol idated Financial Statements (continued) 
(in miUionr of US$, except where indicated) 

7. Investments 

1997 1996 1995 
Companies accounted for under the equity method $ 337 $ 421 $ 688 
Other investments - at cost, less amounts written off 6 7 7 

% 343 $ 428 $ 695 

The activities of the major equity-accounted companies are diversified aluminum operations in Japan 
and India. On December 31, 1997, the quoted market value of the Company's investments in Nippon 
Light Metal Company, Ltd. (NLM) and Indian Aluminium Company, Limited (Indal) exceeds their 
book value by $36. Their combined results of operations and financial position are included in the 
summary below. In the third quarter of 1997, the Company recorded a special after-tax charge of $30, 
included in equity loss, reflecting the Company's share of construction contract losses and restructuring 
provisions in NLM. The 1996 information for NLM excludes, from the date of acquisition, the interest 
in those subsidiaries acquired by the Company from NLM as a result of the restructuring of the 
Company's holdmgs in Asia, explained in note 9. 

1997 1996 1995 
Results of operations for the year ended December 31 
Revenues $ 5,572 $ 6,483 $ 7,896 
Costs and expenses 5,622 6,457 7,816 
Income (Loss) before income taxes (50) 26 80 -~~~~ ~, , 

Income taxes 35 65 84 
Net income (Loss) $ (85) $ (39) $ (4) 
Alcan's share of Net income (Loss) $ (33) $ (10) $ (3) 
Dividends received by Alcan $ 6 $  1 1 s  9 
Financial position at December 31 
Current assets $ 2,600 $ 3,013 $ 3,842 
Current liabilities 2,519 2,735 3,438 
Working capital 81 278 404 
Property, ~ l a n t  and equipment - net 1,737 1,916 2,347 
Other assets - net 335 261 153 

2.153 2,455 2,904 
Debt not maturlng withln one year 1,376 1,422 1,351 

Net assets $ 777 $ 1,033 $ 1,553 

Alcan's equity in net assets $ 337 $ 421 $ 688 

8. Property. Plant  and Equipment 

1997 1996 1995 

Cost 
Land and property rights 
Buildings, machinery and equipment - . . 
Construct~on work m progress 582 395 287 

$11,715 $11,517 $11,7353 

Accumulated depreciation relates primarily to Buildings, machinery and equipment. 

Capital expenditures for maintaining the productive capacity of the Company's existing assets are 
estimated at $450 to $500 per year. In addition, the Company expects to spend approximately $150 
in 1998 on the continuation of its rolling mill expansion in Brazil. 
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Notes  to  Consol idated Financia l  S ta tements  (continued) 
(in rnillionr of US$, except where indicated) 

9. Restructuring of Holdings in Asia 

In the third quarter of 1996, the Company sold its equity-accounted investment in Toyo Aluminium 
K.K. (Toyal) to the Company; Japanese affiliate, Nippon Light Metal Company, Ltd. (NLM), for cash 
proceeds of $207. The after-tax gain of $128, including deferred translation adjustments, on this sale 
was deferred. Approximately one half of the gain is being recognized over the period related to the 
utilization of the underlying assets by Toyal, while the remainder will be recognized if certain non- 
depreciable assets are sold by Toyal. In 1997, $7 of rhe gain was recognized ($3 in 1996). 

In November 1996, the Company and NLM created a new company, Alcan Nikkei Asia Holdings Ltd. 
(ANAH), owned 60% by Alcan and 40% by NLM. In exchange for shares in ANAH, the Company 
contributed a portion of its holdings in NLM while NLM contributed its shareholdings in a number 
of companies located in Malaysia, Thailand and China. The Company's effective ownership of ANAH, 
including the interests held through NLM, is 78.2% and the minority interest in ANAH's suhsidiaries 
is presented on this basis. 

As a result of this transaction, Alcan's effective ownership in NLM fell from 47.4% to 45.6%. The gain 
on the partial sale of the Company's investment in NLM was deferred and is being recognized over the 
period related to the utilization or disposition of the underlying assets by ANAH's subsidiaries. In 1997, 
$1 of the after-tax gain was recognized. 

Working capital 
Property, plant and equipment 
Other assets - ner - -- 

Long-term debt 
Minority interest 
Net assets 

10. Deferred Credits and Other Liabilit ies 

Deferred credits and other liabilities comprise the following elements: 

1997 1996 1995 
Deferred revenues $ 56 $ 74 $ 87 
Deferred nrofit on sale of investments 106 113 - 
Post-retirement and post-employment benefits 390 405 426 
Environmental liabilities 37 32 38 
Rationalization costs 32 3 1 27 
Claims 40 39 4 1 
Other .~~ ~ ~ 

54 76 -. ~ p p ~  .~~~ . ~~ 

82 
---~-p- 

$715 $770 $ 701 
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11. Debt  Not M a t u r i n g  Wi th in  One  Year 

1997 I T I 6  

Alcan Aluminium Limited 
Deutschmark bank loans, due 199812005 (DM381 million) (a) $ 213 $ 251 
5.875% Debentures, due 2000 (b) 150 I50 
5.375% Swiss franc bonds, due 2003 (c) 123 132 
CHRIFA loan, due 2006 (d) 60 60 
9.5% Debentures, due 2010 (ej 100 100 
9.625% Sinking fund debentures, due 200012019 (6) I50 I50 
8.875% Debentures, due 2022 (f) 150 150 
Other debt, due 2001 7 8 
12.45% Canadian dollar debentures, due 1917 (c)(gj - - 
9 1 %  Debentures, due 1998 (g) - - 
9.2% Debentures, due 2001 (g) 

Alcan Aluminum Carporarion 
7.25% Debentures, due 1999 (h) 100 100 
Other debt, due 199812004 3 6 
6.375% Debentures, due 1997 (g)(hj - - 

British Alcan Aluminium plc and subsidiary companies 
Other debt - 7 

Bank loans - - 

Alcan Deutschland GmbH and subsidiary companies 
6.78% Bank loans - 2 
5.65% Bank loans, due 2001 (DM15 million) 8 10 
Bank loans, due 200012001 (DM101 million) (a) 56 65 

Queensland Alumina Limited 
Bank loans, due 200012003 (a) 79 71 

Other companies 
Bank loans, due 19981201 1 (a) 51 48 
4O/o Eurodollar exchaneeable debentures, due 2003 (i) 24 24 
Other debt, due 2002fi036 3 4 6 

(a) Interest rates fluctuate principally with the lender's prime commercial rate, the commercial bank 
bill rate, or are tied to LIBOR rates. 

(h) Through an interest rate swap the Company had effectively converted the interest on the 
debentures to a rate tied to US.  LIBOR for the priiod to October 1996. 

(c) The Canadian dollar debentures were issued as CAN$125 million and the Swiss franc bonds as 
SF1178 million. Both debts were swapped for $107 and $105 at effective interest rates of 9.82% 
and 8.98%, respectively. 

(d) The Caribbean Basin Projects Financing Authority (CARIFA) loan bears interest at a rate related 
to U.S. LIBOR. The interest was swapprd unril April 1996 for a fixed rate of 6.74%. 
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11. Debt Not Matur ing  Within One Year (cont'd) 

(e) The Company can redeem the 9.5% debentures between the years 2000 and 2007 at amounts 
declining from 104% to 100% of the principal and can redeem the 9.625% debentures between 
the years 1999 and 2009 at amounts declining from 105% to 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% debentures, the holders may retract the debentures at 100%. 

(f) The interest was swapped until 1995 at a rate tied to U S .  LIBOR. The Company hac the right to 
redeem the debentures during the years 2002 to 2012 at amounts declining from 104% to 100%~ 
of the principal amount. 

(g) The Canadian dollar 12.45% debentures due 1997, the 9.1% drbentures due 1998, the 9.2% 
debentures due 2001 (callable in 1998) and the 6.375% debentures due 1997 were etfectively 
extingu~shed in Fcbruary 1996, February 1996, December 1995 and September 1996, respectively, 
through transdctions whereby the Company placed government securities in trusts, the sole purpose 
ofwhich was to fund the repayment of the debentures and related interesr. 

(h) The following is summarizrd consolidated financial information for Alcan Aluminum Corporation, 
a wholly-owned subsidiary which consolidates virtually all of the Company's operations in the 
United States: 

1997 1996 1995 
Results of operations for the year ended December 31 
Revenues $3,624 $3,389 $3,937 
Costs and expenses 3,438 3,242 3,708 -- 
Income before income taxes 186 147 229 
Income taxes 81 55 86 

--- 
Net income $ 105 $ 92 $ 143 

Financial position at December 31 
Current assets $ 801 $ 868 $ 615 
Current liabilities 376 578 353 ---- 
Working capital 425 290 262 
Property plant and equipment - net 736 756 795 
Other liabilities - net 
- ~p 

(199) (186) (138) - 
962 860 919 

Debt not maturing within one year 102 105 256 
ppp--p-p- 

Net assets $ 860 $ 755 $ 663 

The above figures are prepared using the accounting principles followed by the Company (see note 2), 
except that inventories have been valued principally by the last-in, first-out (LIFO) method. 

Results of operations in 1995 included net after-tax gains on disposals of businesses of $24. 

(i) Debenture holders are entitled to receive at their option 1,772 common shares held by the Company 
in NLM, a related company, in exchange for each ten thousand dollar principal amount of deben- 
tures. The Company can redeem the debentures between the years 1998 and 1999 at amounts 
declining from 100.5% to 100% of the principal. 

The Company has swapped, to 1998, the interest payments on $100 of its floating rate debt in exchange 
for fixed interest payments. 

Based on r am dexchange at year-end, dcbt rcpayment requirements over the next five years amount 
to $36 in 1998, $128 in 1999, $216 in 2000, $102 in 2001 and $79 in 2002. 
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12. Preference Shares 

AUTHORIZED: 

An unlimired number of Preference Shares issuable in series. All shares are without nominal or par value. 

AUTHORIZED AND OUTSTANDING: 

In each of rhe years 1997, 1996 and 1995, there were authori7ed and outstanding 5,700,000 series C, 
1,700,000 series D, and 3,000,000 series E, redeemable nun-retractable shares with stared 
values of $106, $43 and $54, respectively 

'The 300 series G redeemable non-rerracrable preference shares with stated value of $1 50, authorized 
and outstanding rhroughaut 1995, were redeemed in August 1996. 

Outsranding shares are eligible for quarterly dividends as follows: 

-Preference, series C,  D and E - An amounr related to the average of the Canadian prime inrerest 
rares for series C and E, and the average of rhe U.S. prime inrerest rares for series D,  quored by 
two major Camdian hanks for stated periods. 

Oursranding shares may bc called for redemprion ar the oprion of the Company on 30 days' notice 
as follows: 

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

Any partial redemption must be made on a pro rard basis or by lor. 

13.  Common Shares 

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

Number (in thousands) Stated Value 
1997 1996 1995 1997 1996 1995 

Outstanding - 
beginning of year 226,620 225,913 224,685 $1,235 $ 1,219 $ 1,195 

Issued for cash: 
Executive share option plan 550 549 1,039 I I 11 18 
Dividend reinvesrmenr and 

share purchase plans 174 158 189 5 5 6 
Outstanding - end of year 227,344 226,620 225,913 $1,251 $ 1,235 $1,219 

Under the executive share option plan, certain employees may purchase common shares ar marker value 
on rhe effective date of the grant of each oprion. The average price of the shares covered by the 
outstanding options is CAN$38.64 per share. These options vest generally over a period of four years 
from the granr dare and expire ar various dares during rhe next I0 years. Changes in rhe number of 
shares under oprion are summarized below: 

Number ( ~ n  thousands) 
1997 1996 1995 

Outsranding - beg~nnlng of year 3,715 3,473 3,934 
Granted 1,100 853 752 
Exercised (550) (549) (1,039) 
Cancelled 
- - - - - -  (72) (62) (174 - - -  

Ourstandmg - end of year 4,193 3,715 3,473 

Ar December 31, 1997, the Company had reserved for issue under the executive share aprion plan 
19,401,061 shares. 
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13. Common Shares (cont'd) 

The Company does not recognize compensation expense for options granted under the executive 
share option plan. If the Company had elected to recognize compensation expense for these options in 
accordance with the methodology prescribed by Statement No. 123 of the US. Financial Accounting 
Standards Board, net income would have been lower by $10, ar $0.04 per share, ($8, or $0.04 per share 
in 1996 and $7, or $0.03 per share, in 1995). 

SHAREHOLDER RIGHTS PLAN 

In 1990, shareholders approved a plan whereby each common share of the Company carries one right to 
purchase additional common shares. The plan, with certain amendments, was reconfirmed at the 1995 
Annual Meeting. The rights under the plan are not currently exercisable hut may become so upon the 
acquisition by a person or group of affiliated or associated persons rAcquiring Person") of beneficial 
ownership of 20% or more of the Company's outstanding voting shares or upon the commencement of 
a takeover hid. Holders of rights, with the exception of an Acquiring Person, in such circumstances will 
be entitled to purchase from the Company, upon payment of the exercise price (currently $100.00), 
such number of additional common shares as can be purchased for twice the exercise price based on 
the market value of the Company's common shares at the time the rights become exercisable. 

The plan has a permitted bid feature which allows a takeover hid to proceed without the rights under 
the plan becoming exercisable, provided that it meets certain minimum specified standards of fairness 
and disclosure, even if the Board does not support the hid. 

The rights expire in 1999, but may he redeemed earlier by the Board, with the prior consent of the 
holders of rights or common shares, for 1 cent per right. In addition, should a person or group of 
persons acquire outstanding voting shares pursuant to a permitted bid or a share acquisition in respect 
ofwhich the Board has waived the application of the plan, the Board shall be deemed to have elected 
to redeem the rights at 1 cent per right. 

14. Retained Earnings 

. , 
and joint ventures, some part of which may he subject to certain taxes and other restrictions on 
distribution to the parent company; no provision is made for such taxes because these earnings are 
reinvested in the business. 

.Currency Gains and Losses 

The following are the amounts recognized in the financial statements: 

1997 1996 1995 
Currency eains (losses) excluding realized . 

deferred translation adjustments: 
Forward exchange contracts and currency options 
Other 

~ ~~~p~ 

1 (4) (1) 

~ ~ ~ ~ ~~ - 
$ 23 $ 36 ~- $ (57) 

Deferred translation adjustments: 
Balance - beginning of year $209 $304  $292 
Effect of exchange rate changes (143) (94) 12 
Gains realized (2)  (1) - 

~ ~ ~~ - 

Balance - end of year $ 64 $209 $304  
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16. Financial Instruments and Commodity Contracts 

In conducting its business, the Company uses variouj instruments, including forward contracts and 
options, to manage the risks arising from fluctuations in exchange rates, interest rates and aluminum 
prices. All such instruments are used for risk management purposes only. 

FINANCIAL INSTRUMENTS - CURRENCY 

The Company seeks to manage the risks arising from movements in exchange rates on identifiable firm 
cost commitments (principally Canadian dollar) and certain foreign currency denominated revenues. 
A combination of forward exchange contracts and options, covering periods of up to three years, are 
used to manage these risks. 

At Decemher 31, 1997, the contract amount of forward exchange contracts outstanding used to hedge 
future firm cost commitments was $1,296 ($1,791 in 1996 and $2,017 in 1995) while the contract 
amount of purchased options (range forward contracts) outstanding used to hedge future firm cost 
commitments was $1,512 ($614 in 1996 and $550 in 1995). At Decemher 31, 1997, the contract 
amount of outstanding forward exchange contracts used to hedge future revenues was $268 ($387 
in 1996 and $256 in 1995). 

The market value of outstanding forward exchange contracts related to hedges of costs or revenues at 
Decemher 31, 1997, was such that if these contracts had been closed our, the Company would have 
paid $24 (received $17 in 1996 and received $37 in 1995). Based on prevailing market prices, if the 
currency option contracts (range forward contracts) had been dosed out on Decemher 31, 1997, the 
Company would have paid $36 (received $1 in 1996 and paid $2 in 1995). Unrealized gains and 
losses on outstanding forward contracts and options are not recorded in the financial statements until 
maturity of the underlying transactions. 

In addition, certain intercompany foreign currency denominated loans are hedged through the use 
of forward exchange contracts. At Decemher 31, 1997, the contract amount of such forward contracts 
was $220 ($231 in 1996 and $236 in 1995) and the market value was such that if these contracts had 
been closed out, the Company would have received $16 (received $2 in 1996 and received $4 in 1995) 

Included in Deferred charges and other assets was an amount of $2 in 1996 and $3 in 1995 consisting 
of net losses on terminated forward exchange contracts and options used to hedge future costs. These 
deferred charges were included in Cost of sales and operating expenses at the same time as the underlying 
transactions being hedged were recognized. 

FINANCIAL INSTRUMENTS - DEBT NOT MATURING WITHIN  ONE YEAR 

As explained in note 11, the 5.375% Swiss franc bonds of principal amount SF1178 have been swapped 
for $105 at an effective interest rate of 8.98%. If the swap had been closed out at December 31, 1997, 
the Company would have received a net amount of$15 ($32 in 1996 and $47 in 1995) ofwhich an 
amount of $18 related to the swap of the principal ($27 in 1996 and $49 in 1995) has been recorded 
in Deferred charges and other assets. 

FINANCIAL INSTRUMENTS - INTEREST RATES 

As stated in note 11, the Company sometimes enters into interest rate swaps to manage funding cosw as' 
well as the volatility of interest rates. Net cash flows related to swaps are recorded in Interest 
concurrently with the interest expense on the underlying debt. 

Changes in the fair value of the interest rate swaps are not recognized on a mark to market basis since 
these relate specifically to interest costs on identifiable debt. 

If all interest rate swap agreements had been dosed out on Decemher 31, 1997, the Company would 
have paid $2 ($6 in 1996 and $12 in 1995), based on prevailing interest rates. 
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16. Financial Instruments and Commodity Contracts (cont'd) 

COMMODITY CONTRACTS - METAL 

Depending on supply and market conditions, as well as for logistical reasons, the Company may 
sell primary metal to rhird parties and may purchase primary and secondary aluminum on the open 
market to meet its fabricated products requirements. In addition, the Company may hedge certain 
commirments arising from pricing arrangements wirh some of its customers. 

Through rhe use of forward purchase and sales contracts and options, rhe Company seeks to limit rhe 
negative impact of low metal prices whilst retaining most of the benefit from higher metal prices. 

. .~ - ~ ~ , .  

dates in 1998, 1999 and 2000 (1997, 1998 and 1999 at December 31, 1996 and 199iand 1997 
at Decrmber 31, 1995). In addition, the Company held call oprions ourstanding for 657,800 tonnes 
(591,300 tonnes at December 31, 1996 and 146,500 tonnes at December 31, 1995) maturing at 
various dates in 1998 and I999 (1997 and 1998 at December 31, 1996 and 1996 and 1997 at 
December 31, 1995). 

At December 31, 1997, the Company held put options, maturing in 1998 and 1999, which establish 
a minimum price for the metal component of 60,000 tonnes of the Company's future sales. 

Included in Receivables or Deferred charges and other assets is $33 ($25 in 1996 and $7 in 1995) 
representing the net cost of outstanding oprions. 

The oprion premiums paid and received, togerhrr with rhe realized gains or lasses on rhe contracts, 
are included in Sales and operating revenues or Cost of sales and operating expenses, as applicahlr, 
concurrently with recognition of the underlying items being hedged. 

Based on metal prices prevailing on December 31, 1997, if all commodity forward purchase contracts 
and oprions had been closed out, the Company would have paid $9 (rrccived $20 in 1996 and received 
$5 in 1995). 

COUNTERPARTY R I S K  

As exchange rates, interest rates and metal prices fluctuate, the above contracts will generate gains and 
losses that will be offset by changes in the value of the underlying items being hedged. The Company 
may be exposed to losses in the future if the counterparties to rhe above contracts fail to perform. 
However, the Company is satisfied rhat the risk of such non-performance is remote, due ro irs controls 
on credit exposures. 

FINANCIAL INSTRUMENTS - MARKETVALUE 

On December 31, 1997, the fair value of the Company's long-rerm debt totalling $1,277 ($1,338 in 
1996 and $1,773 in 1995) was $1,321 ($1,363 in 1996 and $1,868 in 1995), based on market prices 
for the Company's fixed rare securiries and the book value of variable rate debr. 

The market values of all other financial assets and liabiliries and preference shares are approximately 
equal to their carrying values. 
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17. Commitments and Contingencies 

The Company has guaranteed the repayment of approximately $10 of indebtedness by third parties. 
Alcan believes that none of these guarantees is likely to be invoked. Commitments with third parties 
and certain related companies for supplies of goods and services are estimated at $52 in 1998, $41 in 
1999, $26 in 2000, $23 in 2001, $23 in 2002, and $99 thereafter. Total fixed charges from these 
entities were $9 in 1997, $14 in 1996 and $62 in 1995. 

Minimum rental obligations are estimated at $55 in 1998, $52 in 1999, $27 in 2000, $16 in 2001, 
$16 in 2002 and $26 thereafter. Total rental expenses amounted to $70 in 1997, $80 in 1996 and 
$94 in 1995. 

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

In addition, see reference to income taxes in note 5, capital expenditures in note 8, debt repayments in 
note 11, and financial instruments and commodity contracts in note 16. 

18. Supplementary Information 

1997 1996 1995 

Income statement 
Interest on long-term debt $ 91 $109 $175 
Capitalized interest (2) - (2) 

Balance sheet 
Payables 

Accrued employment costs 
Short-term borrowings (~rincioallv from banks) " .L . , 

At December 31, 1997, the weighted average interest rate on short-term borrowings was 5.3% (4.8% in 
1996 and 7.3% in 1995). 
Statement of cash flows 
Interest paid $101 $133 $218 
Income taxes paid 261 214 71 
All time deposits qualify as cash equivalents. 
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19. Post-Retirement Benefits 

PENSION PLANS 

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

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

1997 1996 1995 
Service cost for the year $ 73 $ 69 $ 76 
Interest cost on projected benefit obligation 23 1 225 215 
Actual return on assers (607) (505) (483) 
Variance of actual return from expected long-term rate 

of 7.3% (7.3% in 1996 and 7.5% in 1995) being deferred, 
and amortization of gains and losses and of prior service costs 327 24 1 221 

- ~p --  - --- - - - 

Net cost for the year $ 24 $ 30 $ 29 
~~ -- - - - - ~ ~ p ~ -  - -- - - 

Included in the net cost for 1996 are $27 of sertlement gains ($16 in 1995) and $22 of curtailment 
losses ($1 in 1995) related to the disposal of certain businesses. 

The plans' funded status at December 31 was: 
Acruarial accumulated benefit obligation. u 

which is substantially vested* $3,156 $3,136 $2,818 
Plan assers at market value $4,231 $3,986 $3,447 
Actuarial projected benefit obligation based on average 

compensation growth of 4.9% (4.9% in 1996 and 
4.8% in 1995) and discount rare of 6.8% 
(7.2% in 1996 and 7.1% in 1995) 3,550 3,506 3,210 
-- -- ---- ~- 

Plan assets in excess of projected benefit obligation 68 1 480 237 
Unamortized actuarial gains - net" (943) (779) (495) 
Unamorrized ~ r i o r  service cost** 276 313 287 
Unamortized portion of net surplus at January 1, 1986** (48) (71) (93) 
Net pension liability in balance sheet $ (34) $ (57) $ (64) 
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19. Post-Retirement Benefits (cont'd) 

OTHER 

plans are not funded. 

1997 1996 1995 
Service cost for the year $ 4  $ 4  $ 4  
Interest cost on accumulated benefit obligation 12 12 13 
Amortization of gains and losses (6) (5) (15) 

- 

~ o t a l c o s t  for the year $ 10 $ 11 $ 2  
Included in the total cost for 1996 is $1 of curtailment gains ($12 in 1995) related to the disposal of 
certain businesses. 

Accumulated benefit obligation (ABO) based on average compensation growth of 4.9% (5.2% in 1996 
and 5.2% in 1995) and discount rate of 6.7% (7.0% in 1996 and 7.0% in 1995): 
Active employees 

-not fullv eligible , a  

- fully eligible 28 29 28 
Retired employees 86 88 97 

Total ABO 172 178 191 
Unamortized gains - net 31 24 11 

ABO in balance sheet 5 203 $202 $202 

The assumed health care cost trend rate used in calculating the ABO was 8.5% in 1997 (8.5% in 1996 
and 11% in 1995), decreasing gradually to 4.5% (5.0% in 1996 and 5.0% in 1995) in 2006. If the 
average of such rate was increased by 1%, the ABO would increase by approximately $8 and the 
periodic cost of post-retirement benefits other than penuons would increase by approximately $1 
per year. 
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20. Information by Geographic Areas 

Location 1997 1996 1995 
Sales and operating Canada $1,926 $2,169 $2,740 
revenues - subsidiaries United States 541 499 552 ~~ ~ 

South America 4 1 41 
Europe 226 216 25 222 
Asia and Pacific 68 78 96 
All other 350 349 338 
Sub-total 3,152 3,336 3,989 
Consolidation eliminations (3,152) (3,336) (3,989) 
Total $ -  $ -  $ -  
Sales to subsidiary companies are m a d ~  at fair market prices recognizing 
volume, continuity of supply and other factors. 

Sales and operating Canada $1,169 $1,210 $1,258 
revenues - third parties United States 3,063 2,871 3,306 

South America 395 579 719 
Europe 2,609 2,633 3,632 
Asia and Pacific 515 290 326 
All other 26 3 1 46 

Net income* Canada 
United States 
South America 27 42 15 
Europe 55 21 161 
Asia and Pacific (1) 13 43 
All other 35 3 1 39 ~ ~ 

Consolidation eliminations (2L)) 58 (54) 
Net income before 

extraordinary item 468 410 543 
Extraordinary gain (loss) 

- Canada 17 - (280) 
Total $ 485 $ 410 $ 263 

Total assets Canada $4,077 $4,159 $4,033 
at December 31 United States 1,848 1,820 1,679 

South America 729 739 854 
Europe 3,162 3,189 3,520 
Asia and Pacific 833 983 1,078 
All other 498 477 463 
Consolidation eliminations (1,681) (2,042) (1,891) 
Total $9,466 $9,325 $9,736 

Capital expenditures Canada $ 186 $ 143 $ 99 
and investments United States 71 55 63 

South America 118 43 45 
Europe 206 185 196 
Asia and Pacific 2 1 7 3 
All other 39 49 35 
Total $ 641 $ 482 $ 441 

Average number Canada 11 11 11 
of employees United States 4 4 4 
(in thourand) South America 3 4 6 

Europe 11 12 15 
Asia and Pacific 2 1 - 
All other 2 2 3 
701al 33 34 39 

'Ifpresented to rdect the efftct ofprior yea dincome tax renismmmtr deicribcd in note 5, nrr income in Canada in 1997 
would be reducrd by $109 and increased by $9.3 iin the Uniied Stares and $16 in Europe 
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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 arm's length basis and reflect market 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 materials and chemicals sector. Similarly, inwme from 
primary metal operations is mainly profit on metal produced by the Company, whether sold to third 
parties or used in the Company's fabricating operations. Income from fabricated products businesses 
represents only the fabricating profit on rolled products and downstream husinesses. 

The information presented below is consistent with recently approved accounting standards in Canada 
and the US. that take effect in 1998 and deal with segmented information. The Company will adopt 
all provisions of the new standards in 1998. 

Sales and operating revenues Operating income 
Intersector Third parties 

1997 1996 1995 1997 1996 1995 1997 1996 1995 
Raw materials 

andchemicals 5 520 5 507 5 555 $ 536 $ 529 $ 618 5 125 5 95 $ 203 
Primary metal 1,530 1,653 2,286 1,531 1,472 1,612 589 519 701 
Fabricated products - - - 5,693 5,593 6,983 290 127 346 
Intersector and 

other items (2.0501 (2.1601 (2.8411 17 20 74 (181 147 (491 

Reconciliation to net income 
before extraordinary item 

Fquity loss 
Corporate offices 
Interest 
Income taxes (258) (220 (340) 
Net income before emordinaw item $ 468 $ 410 $ 543 

Tow1 Assets at December 31 1997 1996 1995 
Raw materials and chemicals 5 1,409 5 1,357 $ 1,354 
Primarv meral 2.880 2.795 2.971 
Fabricated ~roducts 41318 4,198 4:737 
Cash, equity companies and other items 859 975 674 

$9,466 $9,325 $9,736 

22. Subsequent Event 

O n  February 19, 1998, the Company announced it was proceeding with the construction of a 
375,000-tonne smelter at Alma, Quebec. Total cost is estimated at $1,600, most of which will 
be incurred over the next three years. Approximately $220 is expected to be spent in 1998. 



A l c a n  A lumin ium L im i ted  

Q u a r t e r l y  F inanc ia l  Da ta  
(iz millions of cJS$, ewcept where indicated) 

iunaudiredl First Second Third Fourth Year 

1997 
Revenues 
Cost of sales and operating expenses 
Depreciation 
Income taxes 
Other items 
Net income before extraordinary item 
Extraordinary gain 
Net income(') 
Dividends on preference sham 
Net income attributable to common shareholdrrs 
Net income before extraordinary item 

per common share (in US$)(') 
Extraordinary gain per common share iin US$) 

Net income Der common share iin  US$)'^) 
Net income before extraordinary item under U S .  GAAP(3) 
Net income under U.S. GAAP(3) $ 142 $ 141 $ 90 $ 148 $ 521 
1996 
Revenues $ 2,015 $ 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 43 1 
Income taxes 69 74 57 26 226 
Other items 18.3 177 155 202 717 ~ ~ 

Net income(') $ 125 $ 112 $ 101 $ 72 $ 410 
Dividends on preference shares 5 5 4 2 16 
Net incomc attributable to common shareholders $ 120 $ 107 $ 97 $ 70 $ 394 
Net income per common share (in $ 0.53 $ 0.47 $ 0.43 $ 0.31 $ 1.74 
Net income under U.S. GAAP(') $ 120 $ I18 $ 111 $ 71 $ 420 

1995 
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 before extraordinary item 174 180 143 46 543 
Extraordinary loss - - 280 - 280 
Net income (Loss)(') $ 174 $ 180 $ (137) $ 46 $ 263 
Dividends on preference shares 6 6 5 7 24 
Net income (Loss) attributable to common shareholders $ 168 $ 174 $ (142) $ 39 $ 239 
Net income before extraordinary item 

per common share fin $ 0.75 $ 0.77 $ 0.61 $ 0.17 $ 2.30 
Extraordinary loss per common share (in US$) - - 1.24 - 1.24 
Net income (Loss) per common share (in  US$)(^) $ 0.75 $ 0.77 $ (0.63) $ 0.17 $ 1.06 
Net income before extraordinary item under U.S. GAAP(3) $ 176 $ 172 $ 119 $ 94 $ 561 
Net income (Loss) under U S .  GAAP(I) $ 176 $ 172 $ 1176) $ 94 $ 266 

'" Thr j i r i r  quarter of1997 includedan a&"-targain of $lOfiom the rale ofa biiiinerr and$26fiom afivourable iax ac$v.rmenr related toprior 
years. The thirdquarter of l997includeda ipecial charge of$3O a&r tar rebted to Alcani share ofcontract lmer and reimcturingproviiioni at 
45.6% owned Nippon LIght Metal Cornpan3 Ltd., in Japan. 

Thefint quarter of 1996 included an +-tar charge of$l2 on the in-iubitance d~eaiancr ofdebeniurei. The third quarter of  l996included an 
.fie-tagam of$8f;orn the sale of buinrrrei. 

7'hcjirir quarter of 19% included an a@,-targain of $24from the rale ofAlcani metal dirnibution buincs in the (IS. The second, third and 
fourth quarten $1795 included after-ter charge 0f$3, $4 and $8 respectively on the in-rubrrance defiaance of debenmre, 

m Net income (Lois) per common share calruiationi are bared on the overage number ofmmmon sharer outitanding in each period. 



Alcan A l u m i n i u m  Limited 

Eleven-Year Summary 

1997 1996 1995 

Consolidated income Statement ltems (in miUionrof U S )  
Revenues 

Sales and operating revenues 7,777 ' 7,614 9,287 
Other income - 88 75 100 

Total revenues 7,865 7,689 9,387 
Costs and expenses 

Cost of sales and operating expenses 
Depreciation 
Selling, administrative and general expenses 
Research and development expenses 
Interest 
Other expenses 
Income taxes 

Equity income (loss) 
Minority interests (4) (1) 4 
Net income (Loss) before extraordinary item 468 410 543 

Extraordinary gain (loss) 17 - (280) 
Net income (Loss) 485 410 263 
Preference dividends 10 16 24 
Net income (Loss) attributable to common shareholders 475 394 239 

Consolidated Balance Sheet Items (in miUiomof U S )  
Operating working capital 1,483 1,461 1,73 1 
Property, plant and equipment - net 5,458 5,470 5,672 
Total assets 9,466 9,325 9,736 
Total debt 1,515 1,516 1,985 
Deferred income taxes 969 996 979 
Preference shares 203 203 353 
Common shareholders' equity 4,871 4,661 4,482 

Per Common Share (in U S )  
Net income (Loss) before extraordinary item 2.02 1.74 2.30 
Net income (Loss) 2.09 1.74 1.06 
Dividends paid 0.60 0.60 0.45 
Common shareholders' equity 2 1.43 20.57 19.84 
Marker price - NYSE close 27.69 33.63 31.13 

Operating Data (in thoukznd, ofronna) 
Consolidated aluminum shipments 

Ingot products* 858 810 80 1 
Fabricated products 1,694 1,539 1,733 
~abricatio; of customer-owned metal 276 258 225 

Total aluminum shipments 2,828 2,607 2,759 
Consolidated primary aluminum production 1,429 1,407 1,278 
Consolidated aluminum purchases 1,254 1,003 1,365 
Consolidated aluminum inventories (end ofyrar) 451 408 449 
Primary aluminum capacity** 

Consolidated subsidiaries 1,558 1,561 1,561 
Total consolidated subsidiaries and related companies 1,695 1,698 1,712 

Other Statistics 
Cash from operating activities (in millionr of U S )  719 98 1 1,044 
Capital expenditures (in millionr of US$) 64 1 482 44 1 
Ratio of total borrowings to equity (%) 23:77 23:77 29:71 
Average number of employees (in rhowan& 33 34 39 
Common shareholders - registered (in r h o w a d  or m d  ofycdr) 2 1 22 23 
Common shares outstanding (in milliom ar rndofyrar) 227 227 226 

Regisrered in Canada (%) 61 61 61 
Registered in the United States (46) 39 39 38 
Registered in other countries (%) - - 1 

Return on average common shareholders' equity I%) 10 9 5 
Before extraordinary item (%) 10 11 

Includrr primary and rrcondary ingor and scrap. 
" Pn'mary aluminum capaciry h a  bcm mtutrd ro r&cr brnrr thc am~l lpmdumm h r h  achimd OW a pmod of time. 

Allprr-share amouna the the-fbr-nuo share rplin on May 5, 1987, and May 9, 1989. 
Str note 4 to the m n r o ~ i d a r c d f ; ~ n ~ a ~ $ m r m m ~ f b r  U.S. CAAP infbnnation. 



Alcan  A l u m i n i u m  L i m i t e d  

Corpora te  Governance 

The business and affairs of Alcan are managed 
by its Board of Directors acting through the 
Management of the Company. The Directors 
and Oficers of Alcan are named on the opposite 
page. In discharging its duties and obligations, 
the Alcan Board acts in accordance with the 
provisions of the Canada Business Corporations 
Act, the Company's constituting documents 
and by-laws and other applicable legislation 
and Alcan policies. 

Alcan does not have a controlling shareholder 
nor do any of the Directors represent the invest- 
ment 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 
to the publication in 1978 of a policy statement 
entitled Alcan, Its Purpose, Objectives and Policies, 
which has remained fundamentally unchanged. 
This statement represents the basic business 
principles that guide Alcan employees in con- 
ducting a widespread international enterprise 
and has helped Alcan achieve public under- 
standing and trust. To that original document, 
a Code of Conduct has been added to reinforce it 
with more detailed pidelines for Alcan employees 
as well as consultants and contractors engaged 
by Alcan. 

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

Committees of the Board (described briefly 
below) assist the Board in carrying out its 
functions and make recommendations to it 
on various matters. Membership of these 
Committees is indicated on the opposite page. 

The Cor~ora t e  Governance Committee has 
the responsibility for reviewing Board practices 
and performance, candidates for directorship 
and Board Committee membership. It also - 
considers recommendations from the Personnel 
Committee regarding Board compensation and 
the appointments of the Chairman of the Board 
and the Chief Executive Officer. 

The Audit Committee assists the Board in 
fulfilling its functions relating to corporate 
accounting and reporting practices as well 
as financial and accounting controls, in order 
to provide effective oversight of the financial 
reporting process; it also reviews financial 
statements as well as proposals for issues 
of securities. 

The Environment Committee has the respon- 
sibility for reviewing policy, management 
practices and performance of Alcan in envi- 
ronmental matters. 

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

A special committee composed of members 
of the Personnel Committee, except the Chief 
Executive Officer, administers the Alcan 
Executive Share Option Plan. 



A l c a n  A l u m i n i u m  L i m i t e d  

D i r e c t o r s  and O f f i c e r s  (hatFrbruary12.1998) 

DIRECTORS 

Dr. John R. Evans, C.C.'.3,8 
Chairman of the Board 
of Alcan Aluminium Limited, 
Montreal 
Age 68, director rince 1986 
Sonja I. Bata, 0.C.5,7 
Director of Bata Limited, 
Toronto 
Age 71, director since 1979 
W. R. C. Blundell, O.C.'.' 
Director of various companies, 
Toronto 
Agr 70, director since 1787 
lacques Bougie, 0.C.3,5 
President and Chief Executive Officer 
of Alcan Aluminium Limited, 
Montreal 
Age 50, director since 1989 
Warren Chippindale, F.C.A., C.M.'.4.7 
Director of various companies, 
Montreal 
Age 67, director rince 1986 
D. Travis Engen',5.7 
Chairman, President and Chief Executive Off~cer 
of ITT Industries, Inc., 
New York 
Age 53, dzrector rince 1996 
Allan E. Gotlieb, C.C.3,5,7 
Director of various companies, 
Toronto 
Age 69, director rince 1989 
J. E. Newall, 0.C.3,6,7 
Vice Chairman and Chief Executive Officer 
of NOVA Corporation, 
Calgary 
Age 62, director rince 1985 
Dr. Peter H. Pearse, C.M.5,7 
President of Pearse Ventures Limited, 
Vancouver 
Age 65, director since 1787 
Sir George Russell, C.B.E.'.',' 
Chairman of 3i Group plc, 
London 
Age 62, director rince 1987 
Guy Saint-Pierre, O.C.'.' 
Chairman of SNC-Lavalin Group Inc., 
Montreal 
Age 63, director rince 1994 
Gerhard Schulmeyer'.' 
President and Chief Executive Officer 
of Siemens Nixdorf Informationssysteme AG, 
Munich 
Age 59, director since 1996 

OFFICERS 

lacques Bougie 
President and Chief Executive Officer 
Robert L. Ball 
Executive Vice President, 
Corporate Development and Technology 

Claude Chamberland 
Executive Vicr President, 
Smelting and Power 
Jean-Pierre M. Ergas 
Executive Vice President, 
Europe 

Richard B. Evans 
Executive Vice President, 
Fabricated Products - North America 

Emery P. LeBlanc 
Executive Vice President, 
Raw Materials and Chemicals 

Everaldo N. Santos 
Executive Vice President, 
South America 

Brian W. Sturgell 
Executive Vice President, 
Aria/Pacif;c 

Daniel Gagnier 
Vice President, Corporate and 
Environmental Affairs 
Gaston Ouellet 
Vice President, Human Resources, 
Occupational Health and Safety 
P. K. Pal 
Vice President, Chief Legal Officer 
and Secretary 
Suresh Thadhani 
Vice President and Chief Financial Officer 
Geoffrey P. Batt 
Treasurer 
Denis G. O'Brien 
Controller 

' Member ofAudit 
Committee 

Chairman ofAudit 
Committee 

' Mmber ofI'monne1 
Corrimitter 

'Chairman ofPenonne1 
Cornmitree 

Member ofEnuironrnent 
Committee 

"hairman ofEnuironment 
Committee 

'Member of Coprate 
Governance Committee 

Chairman of Corporare 
Governance Committee 



A l c a n  A l u m i n i u m  L i m i t e d  

Shareho lder  In fo rmat ion  

COMMON SHARES 

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

The transfer agents for the common shares are CIBC 
Mellon Trust Company in Montreal, Toronto, 
Winnipeg, Regina, Calgary and Vancouver, Chase 
Mellon Sharcholdcr Services, L.L.C. in New York, 
and CIBC Mellon Trust Company in England. 

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

PREFERENCE SHARES 

The preference shares arc listed on the Montreal, 
Toronto and Vancouver stock exchangrs. The transfer 
agent for the preference shares is CIBC Mellon Trust 
Company. 

INVESTMENT PLANS 

The Company offers holders of common shares 
two convenienr ways of buying additional Alcan cam- 
mon shares without payment of brokerage commissions. 
These are known as the Dividend Keinvestment Plan 
and the Share Purchase Plan. Copies of the prospectus 
describing these Plans may be obtained from Shareholder 
Services at the address on page 65. 

SECURITIES REPORTS FOR 1997 

Thr Company's annual information form, to be filed 
with the Canadian securities commissions, and the 
annual 10-K report, to be filed wirh the Securities and 
Exchange Commission in the United States, will be 
available to shareholders after April 1,  1998. Copies of 
both may be obtained from Shareholder Services at the 
address on page 65. 

Dividend Prices* and Average Daily Trading Volumes 
New York Stock Exchange (US$) Toronto Stock Exchange (CAN$) 

1997 US$ High Low Close Avg. Daily High Low Close Avg. Daily 
Quarter Volume Volume 
First 0.150 38 '14 33318 33 7/8 562,300 52.25 45.70 46.75 641,900 
Srcond 0.150 37 7 / ~  30'12 34"/16 430,900 52.10 42.65 47.10 587,800 
Third 0.150 40 'I16 33'12 34 '14 470,600 55.70 46.65 48.40 547,600 
Fourth 0.150 3513/16 26'116 27 '18 499,133 49.25 37.10 39.40 679,694 
Year 0.600 

1996 
Quarter 
First 0.150 33'18 28318 32'14 398,500 46 3S314 44 709,100 
Second 0.150 34'18 30'18 30'12 367,400 46.40 40.75 41.55 468,100 
Third 0.150 3Z3/8 28'18 30 327,200 44.45 39.35 40.70 406,500 
Fourth 0.150 36'18 2g314 33518 435,200 48.50 40.10 46.25 664,500 
Yrar 0.600 

The iharepriiei m e  those reporied ai New York Stock Exihaqe - Cbnroliddred k d i n g  and reported by the Tbronto Stock &<henXp 
Since April 1 5  IY96, iharepricer on the Tbronto St04 Exchange nn exprmd in dearnab. 

FURTHER INFORMATION 

Contact for shareholder account inquiries: Media contact: 
Linda Burton Alain Bergeron 
Manager, Shareholder Services Manager, Investor and Media Relations 
'Telephone: (514) 848-8050 Telephone: (514) 848-8232 
or 1-888-252-5226 (toll free) media.relarions@alcan.com 
shareholder.services@al~an.~om 

Investor contact: 
Alan G. Brown 
Director, Investor and Media Kelarions 
Telephone: (514) 848-8368 
in\~estor.relations@alcan.com 



A l c a n  Alumin ium L i m i t e d  

The Alcan Group Worldwide" 

PARENT COMPANY AND WORLD 
HEADQUARTERS 

Alcan Aluminium Limited 
1188 Sherbrooke Street West 
Montreal, Quebec, Canada 
H3A 3G2 
Mailing Address: 
PO. Box 6010 
Montreal, Quebec, Canada 
H3C 3A7 
Telephone: (514) 848-8000 
Telecopier: (514) 848-81 15 
www.dlcdn.com 

NORTH AMERICA 

Bermuda 
Alcan (Bermuda) Limited 
Alcan Nikkei Asia Holdings Ltd. (78.2%)' 
Canada 
Alcan Aluminium Limited 
Alcan Cable 
Alcan Chemicals 
Alan Foil Products 
Alan  International Limited 
Alcan Smelters and Chemicals Limited 
Jamaica 
Alcan Jamaica Company 
United States 
Alcan Aluminum Corporation 
Alcan Auramotive Products 
Alcan Cable 
Alan Chemicals 
Alan  Foil Products 
Alan  Ingot 
Alan Light Gauge Products 
Alan Sheet Products 

SOUTH AMERICA 

Brazil 
Alcan Aluminio do Brasil Ltda. 
Consorcia Aluminio do Maranhzo 

(Alumar Consortium) (10%) 
Minera~jo Rio do Norte S.A. (12.5%) 
Pctracoque S.A. - Industria & ComCrcio (25%) 

AFRICA 

Ghana 
Ghana Bauxite Company Limited (45%) 
Guinea 
Campagnie des Bauxites de GuinCe (16.8%) 
Friguia (10.2%) 

* Thii list name1 only theprincipal buiineriei of the 
Alcan Group. A complete list ii contained in the 
Company? IO-KReport, avaibblrfrom Alcani 
headquarterr in Montreal. 

EUROPE 

France 
Alcan France (Technal) 
Germany 
Alcan Deutschland GmbH 
Aluminium Norf GmbH (50%) 
Ireland 
Aughinish Alumina Limited 
Italy 
Alcan Aluminio S.p.A. 
Norway 
Vigeland Metal Refinery AIS (50%) 
Spain 
Alcan Palco S.A. 
Switzerland 
Alcan Aluminium AG 
Alcan Rorschach AG 
United Kingdom 
British Alcan Aluminium plc 

PACIFIC 

Australia 
Alcan South Pacific Pty Ltd. 
Queensland Alumina Limited (21.4%) 
China 
Alan  Asia Limited 
Alcan Asia Pacific Limited 
Alcan Nikkei China Limited (72.3 %)2 
Alcan Nikkei Korea Limited (72.3 96)' 
Nonfemet International (China-Canada-Japan) 

Aluminium Company Limited (35.2%)3 
India 
Indian Aluminium Company, Limited (34.6%) 
laoan , ~ -  

Alan  Asia Limited (Tokyo Branch) 
Nippon Light Metal Company, Ltd. (NLM) 

(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 
Alcom Nikkei Specialty Coatings Sdn Bhd (62.2°h)4 
Thailand 
Alcan Nikkei Siam Limited (54.8%)' 
A lan  Nikkei Thai Limited (60.7%)3 

' Alcanj direct interfit is 60%, the remaining interest is 
held through Nippon Light Metal Company, Lid INLM). 
Almni direct interm 2 49%, the remnining interest is 
held through NLM. 
' Intereit held through Alcan Nikkei Aria Holdingr Lid., 

which is 78.2% owned by Alcan. 
I/ntereit held through Aluminium Company ofMalayria 
Berhad and Alcari Nikkei Aria Hoidingi Ltd. 

VISIT ALCAN'S 
WEB SITE: 
www.alcan.com 

Furrhci information 
on A l a n  and irs 
acriviries is available 
on Alcan's World 

Widc Wcb sire 

and contained in 

various Company 

puhlicarions. These 

publications, such 
as A Commtmzenl lo 

ConrinualEnvimn- 
menial Imyrovement, 
published in 1996, arc 

available by writing 
ro che address shown 
ar upper lct'r. 
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