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ALUMINUM COMPANY OF CANADA, LIMITED 
and Subsidiary Companies 

Consolidated Balance Sheet 

3 I s t  December 1954 

(based on straight-line depreciation- wilh 1953figures on the same basis fm purpose of comparison) 

A S S E T S  

Current Assets: 

31st December 31st December 
1954 1953 

Cash. ........................................................ $ 19,742,392 $ 16,474,985 
Government of Canada bonds (quoted value $18,458,681). . . . . . . . . . . . . . . .  18,379,401 12,089,347 
Receivables, less provision for doubtful accounts. . . . . . . . . . . . . . . . . . .  14,286.511 8,505,792 
Receivable from affiliated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,033,730 28,833,069 
Inventories of aluminum, materials and supplies (note 2). . . . . . . . . . .  59,028,415 54,368,101 

(lower of mst or market) 
138,470,449 120.271.294 

Prepaid expense and deferred charges. ............................. 10,628,504 9,018,330 

Lands, plants, riparian rights, and facilities, at cost (note 3) .......... 768,379,934 733,851,685 
Less: Accumulated amortization, depreciation and depletion (note 4). 276,560,203 264,872,337 

491,819.731 468,979,348 



ALUMINUM COMPANY OF CANADA, LIMITED 
and Subsidiary Companies 

Consolidated Balance Sheet 

(band on slroight-line deprecialion- wilh 1953figures on the same basis for purpose of comparison) 

L I A B I L I T I E S  

Current Liabilities: 

31st December 31st December 
1954 1953 

Payables, including accrued liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Bank loans.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Payable to affiliated companies. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Preferred dividends payable 1st March 1955. . . . . . . . . . . . . . . . . . . . . .  
Income and other taxes.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other debt payable within one year (note 5) .  . . . . . . . . . . . . . . . . . . . . .  

Debt not maturing within one year (note 5). ........................ 
Debt contingent on volume of operations (note 5). ................... 
Operating reserves and deferred credits. ............................ 
Reserve for future income taxes (note 4).  ........................... 
Capital Stock and Surplus: 

4% Cumulative redeemable sinking fund first preferred shares - par 
$25 - 500,587 shares outstanding (506,522 shares at 31st December 
1953) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

5M% Cumulative redeemable sinking fund second preferred shares - 
par $100 - 300,000 shares outstanding. ........................ 

Common shares - without nominal or par value: 
6,800,000 shares outstanding. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(including 800,000 shares issued for cash in 1954) 

Capital surplus. ............................................... 
Earned surplus (note 4).  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Signed on behalf of the Board, 
R. E. P O ~ L L ,  Director 

DANA T .  BARTHOLOMEW, Director 



ALUMINUM COMPANY OF CANADA, LIMITED 
and Subsidiary Companies 

Consolidated Statement of Income 

For the Year Ending 31st  December 1954  

(based a slraighf-line depreciation - with I953fgures a the same basis for purpose of camparism) 

1954 1953 
Sales and Revenues: 

........................................................ Sales. $235,916,232 $237,696,566 
. . . . . . . . . . . . . . . . . .  Operating revenues (transportation services, etc.) 20,681,321 20,681,928 

Interest on marketable securities.. ............................... 393,758 279,383 
Profit on sale of marketable securities. ........................... 326,226 70,302 
Gain on disposal of surplus fixed assets. . . . . . . . . . . . . . . . . . . . . . . . . . .  1,075,567 404,525 

258,393,104 259,132,704 

Costs and Expenses: 
.................................................. Costofsal es 

Operating expenses (transportation services,. etc.) .................. 
Provision for depreciation and depletion (note 4). ................. 
Selling, general and administrative expenses. ...................... 
Interest on contingent and other debt not maturing within one year. . 
Other interest.. ............................................... 
Financing expenses. ............................................ 

Income before income taxes. ...................................... 64,227,494 76,804,010 

.............................. Provision for current income taxes. 15,659,447 23,073,496 
finchdine S13.504.615 Canadian taxes: $20.750.377 in 1953) . . . .  . .  - .  

......................... Reserve for future income taxes (note 4). 15,452,833 14,233,824 
31,112,280 37,307,320 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Net income. $ 33,115,214 $ 39,496,690 



ALUMINUM COMPANY OF CANADA, LIMITED 
and Subsidiary Companies 

Consolidated Statement of Surplus 

For the Year Ending 31st December r95q 

E A R N E D  S U R P L U S  

Earned surplus - 31st December 1953. ............................ $ 50,578,793 
Add: Adjustment as of 1st January 1954 resulting from change in depre- 

ciation policy (note 4). ..................................... 41,725,352 
Net income for the year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Dividends: 
Preferred (including dividends payable 1st March 1955): 

4% first preferred shares.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 500,901 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5MyO second preferred shares. 1,575,000 

Common . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,000,000 
. . . . . . . . . . .  Appropriations for the purchase for cancellatior; of 4% first preferred shares 

Earned surplus - 31st December 1954. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

C A P I T A L  S U R P L U S  

Capital surplus - 31st December 1953. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Par value of 5,935 4% first preferred shares purchased for cancellation. . . . . . . . . . . . . . . . . .  
Capital surplus - 31st December 1954. ........................................... 

AUDITORS' REPORT 

necessarv in the cucumstances ~ ~~~ ~ 

As explained in Fnte 4 to the hancial statements, the companies, in accordance withour recom?nendation, have discontinued 
the practlce of provldm~ in their accounts for capital cost allowances m excess of normal dcprmatlon: w~th our approval, the 
comoanas reverted in 15.54 to the atraisht-line method of orovidine de~reciation and, as of 1st January 1954. reduced accumulated .......... 
dwieciation to the amount which been &ed in -theu accounts if the straight-line method of depreciation had 
b&n in effect throughout the years 1950 to 1953. 

In our opinion and according to the best of our information and the explanations given to us and as shown by the books of 
the com~anies, the accomoanvinn consolidated balance sheet and related consolidated statements of income and sumlus. s u ~ ~ l e -  

Montreal, 15th March 1955. Chartered Accountants. 



ALUMINUM COMPANY OF CANADA, LIMITED 
and Subsidiary Companies 

Notes to Financial Statements 

1. Foreign Exchange: 

Accounts, other than Canadian currency accounts, included in the consolidated balance sheet are translated into Canadian 
dollars a t  rates of exchange current a t  31st December 1954, except that (a) fixed assets and related reserves are a t  rates determined 
a t  dates of acquisition, and @) debts not maturing within one year are a t  rates current a t  dates of issue except that the first 
mortgage 3%% sinking fund bonds, due 1974, payable in United States currency, are stated on a dollar for dollar basis. 

2. Inventories of Aluminum, Materials and Supplies: 
1954 1953 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Aluminum.. $ 8,856,8W $ 6,177,974 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Raw materials. 39,431,739 37,305,858 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Supplies. 10,739,786 10,884,269 

3. Lands, Plants, Riparian Rights, and Facilities: 
1954 1953 

.......................................................... Land and water rights. $ 24,344,999 $ 20.804.378 
Mineral properties, rights and development. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,887,365 2,868.878 

................................. Buildings, machinery and equipment. ............ ., 726,650.657 453,146,828 
753,883,021 476,820,084 

................................................... Construction work in progress. 14.496.913 257,031,601 
$768,379,934 $733,851,685 

4. Change in Depreciation Policy: 
Canadian Income Tax Regulations 

Until amended in 1954, Canadian Income Tax Regulations specified that the amount of depreciation deducted for tax purposes 
could not exceed the amount recorded in the books of account and reflected in the financial statements of the corporate taxpayer. 
Whereas prior to 1949 the method for determining maximum permissible deductions was the straight-line method whereunder 
assets are written off by equal annual amounts over their estimated useful life, an amendment in that year substituted the dimi- 
nishine balance method a t  rates wherebv the amount of ~ermissible deductions would, during the early years of an asset's life. . ~ 

exceed those under the previous straight-line method. A further amendment in 1951 provided for additional capital cost allowances 
on nroorrtv in resrrect of which certificates have hem obtained from the .Minister of Defence Production. These additional allow- 
ancis (for which ~luminum Company of Canada, Limited qualified to the extent of some $123,000,000 deductible in the years 1951 
to 1957), as well as the diminishing balance allowances apply to facilities prior to completion as well as to facilities in use. 

Accounting Policy 

Pursuant to the above-mentioned rermlations, the Company and its Canadian subsidiaries commencing with 1950 have taken 
Ule maximum capital cost allowances under the diminishing balance method tomther with certain additional allowances under the 
above cenificatps. The n o n h d i a n  subsidiary. Demerara Bauxite Company. Limited, has for the mosr part provided for 
depreciation in its accounts under the straight-line method but certain additional allowances were also taken by this subsidiary 
as permitted by the tax regulations of the country in which it operates. Consolidated profits previously reported for 1950 and subse- 
quent periods accordingly reflected aggregate capital cost allowances which substantially exceeded straight-line depreciation on 
facilities in operation. 

In view of the 1954 amendment to Canadian rermlations renealine the former reauirement wherebv cadtal cost allowances -~~ -~ ~~ ~~~~ - ~ -  - ~ ~ ~ ~~ ~ - . . 
deductible for tax purposes were restricted to amounts recorded in the accounts, the Company and its subsidiaries reverted in 1954 
to the deoreciation oolicv in effect nrior to 1950 of recordine in the accounts only straight-line de~reciation on facilities in operation ~ ~ 

and reduced. asof 1st ~&uary 1954, the amount of accum;lated depreciation &niededas of that date on their books to the figure 
a t  which it would have stccd if the straieht-line method of calculatine deoreciation had been in effect throughout the years 1950 
to 19&1na&1uch as depreciation allowable for tax purposes in later yearsin existing assets will consequently-fall corr&pondingly 
short of the amount which will be recorded in the accounts for such years, reserves have been set aside for application against taxes 
payable in those later years. These reserves are equivalent in amount to the reduction in each year's taxt's~rmulting from taking 
caoital cost allowances in excess of straight-line de~reciation on facilities in omration. The 1st January 1954 reduction in accumu- 
l&d depreciation amounted to $75,294;386. resulting in an increase of $41.725.352 in earned surplus after resenring $33,569,034 
for future income taxes. 



4. Change in Depreciation Policy-Continued 
The table below shows the effect straight-line depreciation would have had on the profits previously reported for the years 

1950 to 1953. 
Year 

1950 1951 1952 1953 
(in thousands of dollars) 

Aggre te  capital cost allowances as recorded. ............ $ 11,415 5 23,267 $ 33,098 $ 44,432 
~ t r a i g f h n e  depreciation. .............................. 8,289 8,022 8.986 11,610 - - - - 
Excess ............................................... 3,126 15.245 24,112 32.822 
Reserve for future income taxes.. ....................... 1.087 6.950 11.301 14.234 - - - 
Increase in profits. .................................... $ 2.039 5 8.295 $ 12.811 - - - 5 18,588 - 
For purpose of comparison with the 1954 statements, the cumulative effect that straight-line de reciation for the period 

19501953 would have had for those years has been reflected in the accompanying 1953 balance, she& Rgures and the effect tbat 
straight-lme depreciation would have had on 1953 profits has been reflected m the accompanyig mcome statement figures for 
that year. 

Capital cost allowances taken in calculating the 1954 provision for current income taxes exceeded straight-line depreciation 
on facilities in operation by $35625.086 and accordingly $15,452,833 has been reserved for future income taxes. 

5. Debt not maturing withii one year: 

Aluminum Company of Canada, Limited: 
First mortgage 3M% sinking fund bonds, due 1974: 

Series "A". . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Ser iesUB (U.S.$19,589.000) ................................................. 

Commutation value of contractual obligation for annual payments secured by second 
hypothec (payable in Canadian currency and in United States currency in equal parts) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3%% Sinking fund debentures, due 1971. 
3%% Sinking fund debentures, due 1970 (U.S. $82,500,000). . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4%% Sinking fund debentures, due 1973. 
Redeemable notes - payable to the U.K. Government: 

(interest payable only if and to the extent aluminum (magnesium) production is 
mamtalned a t  rates speclfied in the respectwe notes dunng the term thereof) 

3% Notes, due 1971.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .(a) 
3%% Notes, due 1971. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (b) 
3x76 Notes, due 1974.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (c) 
3%% Note, due 1974 (magnesium). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (d) 

3%% Redeemable note, due 1974 -payable to the U.K. Government.. ............. 
Less: Debt payable within one year in accordance with terms of the above obligations. 

included in current liabilities. ............................................. 

Debt contingent on volume of operations: 
Aluminum Company of Canada, Limited: 

Redeemable notes - payable to the U.K. Government: 
(principal and interest payable only if and to the extent aluminup (magnesium) pro- 
duction is maintained at rates speclfied m the respectwe notes dunng the term there00 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3% Notes, due 1971.. . (a)  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3%% Notes, due 1971. (b) 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3%% Notes, due 1974.. (c) 

3%% Note, due 1974 (magnesium) ...................................... (d) 

The formulae for abatement of the several notes in any year are summarized below: 

Principal and Maximum Entire 
interest are Amount of amount of interest 
ahatable if orinci~al ~ r i n c i ~ a l  is abatable 

amoun't bf Rate of production* Hbatable Hbatable if,production* 
note interest 1s less than per ton in any year IS less than - - 

(metric tons) (metric tons) 
(a) $39,600.000 3% 172,500 $24.00 $1,980,000 
(a) 15,350,000 3% 197.500 30.70 767.500 172,500 

90,000 

(b) 24.q75.000 3%% 400.000 13.50 1,248,750 307.500 
(c) 40.000.000 355% 450,000 40.00 2,000.000 400.000 
(dl 1.760.000 3M% 4.000 33.33 88,000 1.360 

*I954 aluminum production - 509,000 metric tons. 

6. Executive Salaries, etc. (parent and subsidiaries): 
The following amounts have been charged to income in 1954: executive salaries $357.058; legal fees $116,300. 
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