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E D W A R D  K I R K  D A V I S  

Died 9 t h  March, 1955 

Firs t  president of Aluminium Limitcd from the formation of the Company 
in  1928 w t i i  hi3 rctircmint in 1947. 

. . . "Mr. Davis brought to his task wide experience in the international aluminum industry 
and outstanding administrative capacity and has, by his wise leadership, sound judgment, 
organizing ability and courageous decisions so directed the far-flung interests of Aluminium 
Limited that the organization has passed from insecure beginnings through the years of world 
depression, litigation, rapid expansion and wartime disruptions to its present strong position 
wi th  firm foundations for future growth." 

-Extract from a risolution of thr Board of Directors of Aluminium 
Limitrd on 2 5 t h  Novrmbir, 1947 on tht ouaiion of his retirrment. 



A L U M I N I U M  L I M I T E D  

The 27th Annual Report of Aluminium Limited covering the affairs and the financial 

results of the Company for the year 1954 is submitted herewith on behalf of the Board of 

Directors. Forming a part of this report are the financial statements of Aluminium Limited and 

its consolidated subsidiaries for the year ended 31st December 1954, together wi th  the 

report thereon by the auditors, Price Waterhouse and Co .  

Production of primary aluminum in 1954 was a little above the levels of 1953 and previous 

years. Ingot production found ready markets but a slightly lower tonnage was available for 

sale after meeting increased inventory requirements abroad. 

Net income for the year 1954, after "straight-line" depreciation, was $34,970,025 or 

the equivalent of $3.87 per share on the 9,036,382 shares outstanding at the end of the year. 

For the year 1953, wi th  depreciation on a comparable basis, net income would have been 

$38,178,053 or the equivalent of $4.24 per share on the 9,013,994 shares outstanding at the 

end of that year. 

The reduction in net income reflects the higher costs of metal produced during the breaking 

in period of a new smelter. It is estimated that in 1954, startingup costs at Kitimat, British 

Columbia, burdened net income by approximately $3 million. 

In 1954 the Canadian Income Tax Regulations were amended to remove the former require- 

ment whereby capital cost allowances (depreciation) deductible for tax purposes were re- 

stricted to amounts recorded in the corporate accounts. In view of this amendment, and wi th  



the approval of the Company's auditors, the conrohdated subsidiary companies reverted to 

the policy followed prior to 1950 of providing in their accounts only for "straight-line" 

depreciation whereunder assets are written off by equal annual amounts over their estimated 

useful life. Accordingly, as of 1st January 1954 they reduced the amount of accumulated 

depreciation carried on their books to the figure at which i t  would have stood if the straight- 

line method of calculating depreciation had been in effect throughout the years 1950 to 1953. 

Reserves for future income taxes have been set aside and will  continue to be set aside whenever 

depreciation taken for tax purposes is in excess of depreciation recorded in the accounts. 

The reduction in accumulated depreciation as of 1st January 1954 amounted to $75,917,931, 

causing an increase of $42,119,573 in earned surplus after reserving $33,798,358 for future 

income taxes. 

In 1954 quarterly dividend payments were maintained at the rate of 50 cents per share 

(U.S. currency). Total dividend disbursements were the equivalent of $17,632,896 in Canadian 

funds, compared to $17,307,846 (Canadian) in 1953, the increased amount resulting from 

the higher average number of shares outstanding in 1954. 

Capital expenditures of $48 million were inade during 1954, bringing total capital out- 

lays to $483 million for the plant expansion programme which has added one million horse- 

power of hydroelectric capacity and 163,000 tons of new primary aluminum capacity to the 

Company's facilities since 1950. 

In 1954 the aluminum industry as a whole again increased its primary smelting facilities 

and a greater volume of aluminum was produced than ever before. During the year the major 

expansion programmes which had been under way in several countries since 1950 were 

completed. World demand for primary aluminum nevertheless remained strong. All of the Com- 

pany's available output was marketed and in the latter months of the year the Company was 

unable to satisfy all the demands made upon it .  

The year marked the start of production at the Company's Kitimat-Kemano project in 

the Province of British Columbia. In August, followmg three and one-half years of construction, 

this new centre of aluminum production, having an ultimate potential of 550,000 tons per 

annum, commenced operations. 

Wi th  the increase in production of primary aluminum in North America as well as in many 

other countries, there was a greater availability of the metal for commercial uses. Applications 



in the major fields of consumption - transportation, construction, electrical uses, household 
supplies and packaging - continued to grow. Immediate defence demands appear to have been 
relaxed further during the year although government stockpiling in the United States was, 

w e  believe, an important factor affecting demand. 
The Company's fabricating plants, broadly speaking, faced keen competition during most 

of the year wi th  moderate but rising levels of operations and profits. In the closing months of 
the year there were further substantial increases in demand, particularly in the United Kingdom 

resulting in improved operations and profits carrying into 1955. 

BAUXITE The Company's mining subsidiaries continued to produce bauxite at close to 
AND maximum capacity in 1954, with 2,201,000 tons of all grades of bauxite being 

ALUMINA 
produced in British Guiana and 495,000 tons in French West  Africa. Nearly 20% 

of the bauxite required for the Company's Quebec smelters is now being drawn from the 

French West  African source. 
In Jamaica the new alumina plant using local bauxite was brought up to the level of 

230,000 tons of annual capacity in 1954. The plant started its pioneer operations in 1953 but 

the year just passed saw the tempo of production greatly increased. Shipments of alumina were 
made from Jamaica to the Company's European customers during the preceding year, and with 
the start of smelting at Kitimat the first alumina shipments to British Columbia via the Panama 

Canal were made in the month of May, 1954. Further augmentation of the plant is now being 
2 ,  undertaken as detailed below under "Expansion Programme. 

ALUMINUM All aluminum smelting facilities of the Company's principal subsidiary, Aluminum 
INGOT Ond Company of Canada, Ltd. were operated at maximum levels in 1954 and pro- 
POWER 

duced 560,900 tons of primary aluminum, 20,500 tons of which were produced 
in the new Kitimat smelter. Canadian production was 3y0 greater than the 545,800 tons in 
1953 and 12% greater than the 499,800 tons in 1952. Further additions to the Kitimat 

,, 
smelter and hydroelectric capacity have been authorized as noted under "Expansion Programme. 

In Italy, India, Brazil, Japan, Norway and Sweden production by subsidiaries and 
affiliates was likewise maintained at maximum levels in 1954. In India expansion doubling the 
smelter capaclty was completed. In Brazil and Italy further steps were taken to increase the 

power available for smelting. In Brazil a new ferro alloy furnace is being installed which will  
double this subsidiary's ferro alloy capacity. 



ALUMINUM In the latter part of 1954 wi th  the return of a vigorous demand for fabricated 

products in overseas markets, the Company's fabricating facilities, almost with- 

out exception, stepped up their operations to a high level of capacity. During 

the year additions to the rolling mills in India were completed. In the United Kingdom a 

comprehensive scheme was commenced for the modernization of the sheet rolling mill at Banbury, 

Oxfordshire. The first extrusion equipment is being installed in the Company's South African 

~ l a n t ,  while modernization of fabricating plants in Canada, Switzerland, Germany, Brazil 

and Japan was continued as part of a long-term programme. 

Sales of aluminum in all forms and from all sources by consolidated subsidiaries of 

Aluminium Limited amounted to 592,318 short tons, compared to 597,779 tons in 1953. 
The tonnage decrease, despite increased primary production, reflected higher total requirements 

for inventories to sustain the relatively larger volume of fabricating operations and higher 

ingot sales in overseas markets where stocks must be carried. The dollar value of all aluminum 

sales in 1954 was $280,792,887 compared to $286,477,122 in 1953. 
Prices for the Company's aluminum ingot in major markets were relatively steady through- 

out the year. Increases of about 4y0 occurred in the United Klngdom in January 1954, in the 

United States in August and in Canada and all overseas markets at the yearend. In January 

1955 the U.S. producers increased their domestic price by one cent per pound and the Company 

made a similar increase in its U S .  price. 

Again in 1954 the Company's principal markets continued to be  in the United Kingdom, 

the U.S.A. and Canada, but there was also an increase over 1953 in shipments of Canadian 

aluminum to other markets. Relative to 1953, sales to the United Kingdom increased as a 

result of an upsurge in demand in that market where the Company has large contractual com- 

mitments. 

Shipments of Canadian aluminum in ingot form in the past six years have been as follows, 

in short tons: 
1949 1950 1951 1952 1953 1954 

UnitedKingdom 161,500 146,300 199,750 257,750 184,600 221,800 
U.S.A . . . . . . . .  73,700 162,250 103,100 114,500 237,000 192,560 
Canada. . . . . . . 57,900 66,000 86,350 88,550 90,200 80,000 
A l l o t h e r s  . . . .  53,000 41,600 53,800 39,150 37,900 60,840 

346,100 416,150 443,000 499,950 549,700 555,200 --- - 



The Company's sales in the period 1949-1954 have been as follows:- 
All Other Operating 

Ingot and Ingot Products Semi-Fabricated Products Products Revenues Total 
Short Tons $'000 Short Tons $'OW $'OOO $030  $'m 

1949 . . . . . . .  235,651 75,377 134,860 98,560 9,864 15,605 199,406 

An increasing proportion of primary metal sales is being made in the form of rolling or 
extrusion ingots to customers' specifications fo: size and alloy composition. Since these special 
ingots are produced in the smelter from aluminum in its primary molten state, the customers 
are supplied wi th  their material a t  a lower cost than would be the case if they did their own 
remelting and alloying. Additionally, in many instances the Company gives technical advice to 
customers using the fabricating ingot to help improve their techniques and ensure high quality 
standards. T o  meet this growing demand the Company's capacity to supply ingot in these 
forms is being greatly increased. 

Approximately 74y0 of the Company's shipments of Canadian aluminum in 1954 were 
made against long-term commitments to customers mainly in the United Kingdom and the 
United States. 

These contracts may be classified as follows: 

(a) A commitment to supply the United Kingdom market on a "first call" basis with up 
to 275,600 tons of aluminum ingot in each year until the end of 1970, except for 
the years 1958-60 in which the first call has been increased to 303,100 tons by 
reason of various delivery adjustments. These contracts were made in return for 
abatable loans from the United Kingdom Government aggregating some $120 million 
since 1939 to aid the Company in expanding its aluminum production in Canada; 

(b) Contracts made wi th  independent fabricators in the United States in 1952 and 1953 
covering the sale of a total of about 239,000 tons of aluminum ingot during 1955- 
1959. Because it was recognized that not all independent fabricators would be 
willing to assume long-term commitments, the Company announced in May 1953 
that i t  would reserve for the next seven years an amount of 110,000 tons of primary 



aluminum per year for independent fabricators in the United States. The Company's 

announced plan to make such deliveries was carried out in 1954 and will  be  

followed in 1955 and succeeding years; 

(c) Contracts made in May 1953 wi th  two  of the American producer-fabricators, 

Aluminum Company of America and Kaiser Aluminum and Chemical Corporation, 

for the delivery of a total of 600,000 and 186,000 tons respectively of primary 

aluminum over the period 1953 through 1958. 

All the foregoing long-term contracts were made by the Company to support its large 

expansion programme between 1951 and 1954 and to ensure, as far as the Company might, 

a future supply of primary aluminum for those who required it .  While no new long-term sales 

contracts were signed in 1954,  the Company's commitments described above, together w i th  

the probable demand of other markets and customers of long standing, have recently grown 

to sufficient magnitude to require further examination of the Company's plant expansion plans. 

The major expansion programme which has been in progress since 1951 was successfully 

completed in 1954 and the new facilities are all in production. These comprise the two  new 

hydroelectric stations wi th  total generating capacity of 540,000 h.p. and smelters of 71,500 

tons capacity in the Province of Quebec, and the first stage of the Kemano-Kitimat project in 

the Province of British Columbia, wi th  related alumina facilities in Jamaica. 

A t  Kitimat the first potlinein the new aluminum smelter went into production in August and 

the second in September. The rated capacity of these units is 91,500 tons of primary aluminum 

per year, or about one-sixth of the eventual planned capacity of 550,000 tons. For the past 

several months shipments of aluminum have been going forward to customers in North America 

and abroad, both by ship from Kitimat's own port and by the new rail line which now links 

the city w i th  the transcontinental railway system. Although the pioneering atmosphere still 

prevails a t  Kitimat, good progress has been made in establishing the first 500 permanent homes 

and a self-governing municipality. 

In October of 1954 the Company announced that the capacity of the Kitimat smelter 

would be  immediately expanded to produce an additional 60,000 tons of aluminum ingot per 

year to meet the then estimated increase in the near-term demand for the Company's aluminum. 

This involves the installation of a fourth generator of 150,000 h.p. capacity in the Kemano 

powerhouse and the construction of additional potlines at Kitimat on which work is now pro- 

ceeding. The expanded capacity is expected to come into operation early in 1956 a t  a capital 

cost of approximately $45 million. 



IN M l L L l O N S  OF C A N A D I A N  D O L L A R S  

1951 
to 

1954 
1954 Inclusive - -  

CASH AND MARKETABLE SECURlTIES (beginning of period). . $ -- 5 3  $ - 74* 

S O U R C E  O F  FUNDS: 
Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35 . . 
Straight-line deprecmtlon. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23 
Reserve for future income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 5  
Sales of securities: 

Aluminium Limited shares**. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 
Aluminum Company of Canada, Ltd. preferred shares. . . . . . . . . . .  - 
Aluminum Company of Canada, Ltd. abatable notes. . . . . . . . . . . .  - 

Aluminum Company of Canada, Ltd.  fixed deb t .  . . . . . . . . . . . . . .  5 0  
Other fixed d e b t .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

. . . . . . . . . . . . . . . . . . . . . . . . .  Net increase in short-term bank loans - 

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 - 
1 2 5  - 

$178 - 
APPLICATION O F  FUNDS: 

New p lan t . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4 8  $483 
New investments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 6 
Redemption of debt and preferred shares. . . . . . . . . . . . . . . . . . . . . .  1 5  37 
Net decrease in short-term bank loans . . . . . . . . . . . . . . . . . . . . . . . .  21 - 
Dividends p i d  on common shares. . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 8  6 5  
Increase in working capital (excluding cash, marketable securities, 

short-term bank loans and funded debt payable within one year) . . 2 - 6 7  
126  658  

CASH A N D  MARKETABLE SECURITIES (end of pied). . . . . . .  - 5 2  - 5 2  
$178 $710 

*Excluding procccds of $50 million Aluminum Company of Canada, Lrd. debentures underwritten in 
December 1950 but issued on 3rd January 1951, included under Taler  of sccuriries." 

"A further amount of $41.5 rnillmn was subscribed under the rights offering in January 1955. 



T o  supply some of the additional alumina required, the capacity of the Company's plant 
in Jamaica is now being raised from 230,000 tons to 300,000 tons of alumina per year. The 
capital expenditures for this expansion, including additions to railway rolling stock and to 
storage capacity a t  the Company's Jamaica seaport are estimated at $11,000,000. The present 
programme in Jamaica will  also lay the foundation for further extension of the plant to a capacity 
of more than 500,000 tons of alumina per annum. 

For information on further expansio~r announced on 1 6 t h  March 1955,  see page 32. 

Of the new capital investment of $483 million during 1951-54, $125 million was re- 
quired for the Quebec expansion and $287 million was required in British Columbia including 
certain initial expenditures in anticipation of the decision announced in October to add 60,000 
tons of capacity. The balance amounting to $71 million was spent on bauxite and alumina 
facilities and other subsidiary operations. 

The principal sources of funds to finance this expansion and the related increase in working 
capital requirements were the proceeds of the issue of new securities of $360 millions ($277 
million in debt securities, $30 million in preferred shares and $53 million in common shares), and 
retained cash income aggregating $195 million ($55 million in 1954).  Of the new money, 
$50 million was obtained in 1954 from an issue in Canada of 4%7, sinking fund debentures 
by Aluminum Company of Canada, Ltd. 

The following table shows the relative size of various balance sheet items before and 
after the 1951-54 programme, in mlllions of dollars: 

31st December 1954 31st December 1950 
-~ 

. . .  Debt not maturing within one year. $ 265 24% $111(') 19% 
Debt  contingent on volume of operations 104  107, 3 1 5% 

. . . . . .  Reserve for future income taxes 4 9  5% - - 

Accumulated amortization, depreciation 
. . . . . . . . . . . . . . .  and depletion. 332 307, 275 46% 

Preferred shares of consolidated 
subsidiaries . . . . . . . . . . . . . . . . . .  4 8  4% 1 8  3% 

Capital stock. . . . . . . . . . . . . . . . . . . . .  87(2) 87, 34 6% 
Surplus. . . . . . . . . . . . . . . . . . . . . . . . .  213 197, 126 

- -- 21% - - 

$1098 1007, - -  $595 - looyo - 
(1) Excludes $50 millmn of debentures underwritten in December 1950 but issued 3rd January 1951. 

( 2 )  Excludes shares irsucd under January 1955 r i ~ h t s  o f f e r i n g S 4 1 . 5  million. 



During the year, continuing study was given to the projected establishment of an in- 
tegrated aluminum development based on the waterpower of the Volta River in the Gold 
Coast, West Africa. This development known as the Volta River Project, has a potential 
capacity of 230,000 short tons of primary aluminum per year and is under the joint consider- 
ation of the Governments of the Gold Coast and the United Kingdom, the British Aluminium 
Company, Ltd., and Aluminium Limited. In 1954 the Company's engineers and planning 
staffs examined various phases of the project in detail and its geologists made further con- 
firmation of the bauxite reserves available in  proximity to the proposed smelter site. Imple- 
mentation of the project will be further discussed and negotiated after the reports of the Pre- 
paratory Commission, appointed by the two Governments to study all aspects of the under- 
taking, are completed probably around the end of 1955. 

During 1954 an extension to the Company's research facilities at Banbury, England was 
completed. This extension is enabling the Company to carry on a broad programme of 
fundamental research in the field of light alloys, together with much experimental work in 
support of process and product development. The results are applicable to many of the Company's 
markets but particularly to the United Kingdom where 80% of the aluminum consumed is 
supplied from the Company's smelters in Canada. A somewhat different programme of work in 
the metal field is being conducted a t  the Company's research laboratory at Kingston, Ontario. 

Two developments which have been furthered by work a t  these laboratories are the use 
of aluminum in transmission line towers and in the canning of food products. Experimental 
work in support of technical assistance to customers has been intensified during the year, 
notably in the United States. 

The Company's research organization at Arvida, Quebec, has been engaged throughout 
the year in  process investigations in support of present operations and those involved in the 
Company's expansion programme. It has also pursued its studies of alternative processes for 
smelting and bauxite refining. 

Exploration for new sources of bauxite and fluorspar and the proving-up of deposits 
previously acquired have been carried on throughout the year. This activity has extended to a 
number of countries and areas and the results obtained have reinforced the already strong 



A L U M I N I U M  L I M I T E D  

a n d  C o n s o l i d a t e d  S u b s i d i a r i e s  

position of the Company with respect to these essential raw materials. The Company's bauxite 
reserves in British Guiana, Jamaica, and French West Africa are estimated to be adequate 
to supply its four smelters in Quebec, and also the new smelter in British Columbia at its 
full potential capacity, for at least 50 years. 

The Board of Directors and Management desire to express their gratitude for the loyal 
and efficient services during 1954 of all of the 40,000 employees of the Company and its 
subsidiaries, and in particular those employees who have been concerned in the realization of 
the expansion goals in British Columbia, Jamaica and elsewhere. 

Respectfully submitted, 

NATHANAEL V. DAVIS, 

President. 

Montreal, P.Q. 

16th March 1955. 



The Kitimat aluminum smelter in British Columbia began operations in August 
1954 and 1s now b e q  expanded. A t  right foreground is the plant's seaport. 

....... -JR PAGE, ,JOW 

;OME OF THE ACHIEVEMENTS 

OF ALUMINIUM LIMITED'S 

I 
1951 - 54 EXPANSION PROGRAM 

IN BRITISH COLUMBIA, 

QUEBEC AND JAMAICA, WEST INDIE 

tuumma is extracted from locally- I 
mined bauxite in this new plant 
~n Jamaica for shipment to 
Kitimat and other world markets. 



Kemano - hydrwlectric power center of the aluminum development in British Columbia. 

(Right) Aluminum transmission 
line tower on Kildala Pass 
being serviced by helicopter. 

(Far r~gh t )  Parallel lmes of ah- 
mmum and steel transmission 
towers carry the power cables 
over Kildala Pass to Kitimat. 

These first three generators in 
the Kcmano pwerhouse are a 
quarter of a mde nmde the 
mountam shown above The 
full development w d l  employ 
slxteen generators,  each of 
150,000 h p capaclty 



Aluminum conductor cables being strung on a steel transmission tower high above the Kemano River valley 



Kenney D a m  at the east end of the 350 square-mllc reservoir, tapped at the w e s t  end 
h g  a ten-mlle tunnrl w h ~ h  drops the water  half a m d e  t o  the Kemano tuihmes.  

One of the two new hydroelectric developments on the Penbonka Rwer w ~ t h  a 
c o m b ~ n e d  installed capaclty of 540,000 h p  for aluminum smelters in Quebec. 



Net Income 
Total before 

Asrcts Sales and Depreciation Currtnt 
before Operaring and lncome lncome "Cash,, 

Rcscrves Revenues Taxes Taxer Income 

Per Common Shaic 
1 

Number 
of Capital 

1 
Common Stock and Net Cash 

1 
Shared11 1 Surplus Income Dividcndr 1 

Millions of Canadirn Dollars 1 Millions 1 Canadian Dollarr 1 
1 

1 
$ 7 1  $ 1 2  $ 1  $ 0  $ 1  1 6.3 $ 4  $ .05 $ 0  

(1) Outstanding at  end of each year, adjusted for stock dividend in 1939 and stock splirs in 1948 and 1952 
(2) Before reserve for future income taxes - see note 5 to financial statements. 
(3) Dividend payments in  U.S. dollars after 5th September 1950, including U S .  $ 7 5  in 1950. 



I N  C A N A D I A N  D O L L A R S  

Current Assets: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Cash 

. . . . . . .  Government of Canada bonds (quoted value $20,486,438) 

. . . . . . . . . .  Receivables, less provision for doubtful accounts. 

. . . . . .  Inventories of aluminum, materials and supplies (note 3) 

(lower of cost or market) 

Prepaid expense and deferred charges 

Investments: 

Subsidiaries not consolidated (note 1). . . . . . . . . . . . . . .  
Other allied companies - not more than 50y0 owned. 

. . . . .  Lands, plants, riparian rights, and facilities, at cost (note4). 

Less: Accumulated amortization, depreciation and 

depletion (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

3 1st December 
1954 

31st December 
1953 



3 1st  December 1954 

I N  C A N A D I A N  D O L L A R S  

31st December 
1954 

31st December 
1953 

Current Liabilities: 

Payables, including accrued liabilities. . . . . . . . . . . . . . . . . . .  $ 34,901,391 

Bank loans, principally in foreign currencies. . . . . . . . . . . . . . .  12,968,384 

Income and other taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,263,068 

Other debt payable within one year (note 6 ) .  . . . . . . . . . . . . .  17,117,010 

77,249,853 

Debt not maturing within one year (note 6 ) .  . . . . . . . . . . . . . . . . . .  265,233,551 236,595,325 

Debt contingent on volume of operations (note 6) . . . . . . . . . . . . . .  103,612,000 109,696,250 

Operating reserves and deferred credits. . . . . . . . . . . . . . . . . . . . . .  2,642,843 3,290,236 

Reserve for future income taxes (note 5) . . . . . . . . . . . . . . . . . . . . .  49,298,378 33,798,358 

Preferred shares of consolidated subsidiaries (note 7 )  . . . . . . . . . . . .  47,577,375 47,798,050 

Minority interest in consolidated subsidiaries . . . . . . . . . . . . . . . . .  2,644,297 2,633,646 

Capital Stock and Surplus: 

Shares without nominal or par value (note 8): 

9,036,382 shares outstanding. . . . . . . . . . . . . . . . . . . . . . .  86,754,803 85,865,599 

Capital surp~us.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,612,579 3,396,905 

Earned surplus (notes 5 and 9) . . . . . . . . . . . . . . . . . . . . . . . . .  209,252,948 192,137,061 
- 

299,620,330 281,399,565 

Signed on behalf of the Board. 
NATHANAEL V. DAVIS, Director 
DANA T. BARTHOLOMEW, Director 



Sales and Revenues: 

For the Year Ending 31st December 1954 

IN C A N A D I A N  D O L L A R S  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Sales 
Operating revenues (transportation services. etc.) . . . . . . . . . . .  
Interest on marketable securities . . . . . . . . . . . . . . . . . . . . . . . . .  
Income from investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other income 

Costs and Expenses: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Cost of sales 
Operating expenses (transportation services. etc.) . . . . . . . . . . .  
Provision for depreciation and depletion (note 5) . . . . . . . . . . . . .  
Selling. general and administrative expenses . . . . . . . . . . . . . . . .  
Interest on contingent and other debt not maturing within one year 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other interest 
Financing expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Exchange adjustment arising in consolidation . . . . . . . . . . . . . . .  

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  73.475. 703 

Provision for current income taxes . . . . . . . . . . . . . . . . . . . . . . . .  20.658. 857 
(including $16.079. 219 Canadian taxes; $22.535. 970 in 1953) 

Reserve for future income taxes (note 5) 15.500. 020 . . . . . . . . . . . . . . . . . . . .  
36.158. 877 

Income after income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  37.316. 826 

Dividends on preferred shares of consolidated subsidiaries . . . . .  2.266. 091 
Minority interest in of consolidated subsidiaries . . . . . . .  80. 7 10 

2.346. 801 

Net income . . . . . . . . . . . . . . . . . . . . .  



For the Year Ending 31st December 1954 

IN C A N A D I A N  D O L L A R S  

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

Earned surplus - 31st December 1953 

Add: Adjustment as of 1st January 1954 resulting from change in 
depreciation policy (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net income for the year 

Aluminium Limited dividends (1953- $17,307,846) 

Appropriations for the purchase for cancellation of preferred shares 
of consolidated subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  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 preferred shares of consolidated subsidiaries purchased for 
cancellation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  Capital surplus - 31st December 1954.  



1. Principles of Consolidation: 
The consolidated financial statements include the accounts of all fully owned subsidiaries and the accounts 

of three partially owned subsidiaries, in which Aluminium Limited's interest exceeds 85%, but exclude the 
accounts of the other three partially owned subsidiaries, in which Aluminium Limited's interest is less than 617,. 

All intercompany items and transactions, including profits in inventories, have been eliminated. Intercompany 
profits on sales to  subsidiaries not consolidated are insignificant. 

2. Foreign Exchange: 
Accounts, other than Canadian currency accounts, included in the consolidated balance sheet are translated 

into Canadian dollars at rates of exchange current at 31st December 1954, except that (a) investments, fixed 
assets and related reserves are at rates current at dates of acquisition, and (b)  funded debts are at rates current 
a t  dates of issue except that the Aluminum Company of Canada, Ltd. first mortgage 395% sinking fund bonds, 
due 1974, payable in United States currency, are stated on a dollar for dollar basis. 

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

Aluminum. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 38,073,585 $ 28,960,371 
R a w  materials. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  45,326,240 41,283,298 
Supplies 

4. Lands, Plants, Riparian Rights, and Facilities: 1954 1953 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Land and water rights. $ 47,280,558 $ 43,765,620 

Mineral properties, rights and development. . . . . . . . . . . . . . . . . . . . .  8,593,646 8,376,979 
. . . . . . . . . . . . . . . . . . . . . . . . . .  Buildings, machinery and equipment. 870,435,959 572,698,028 -- 

926,310,163 624,840,627 
Construction work in progress 

5. 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 diminishing balance method at rates whereby the 
amount of permissible 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 property 
in respect of which certificates have been obtained from the Minister of Defence Production. These additional 
allowances (for which Aluminum Company of Canada, Ltd. yalified to the extent of some $123,000,000 
deductible in the years 1951 to 1957) ,  as well as the diminishing balance allowances apply to  fac~lities prior to 
completion as well as to  facilities in use. 



5. Change in Depreciation Policy-continurd 

Accounting Policy 

Pursuant to the above-mentioned regulations, Canadian subsidiaries commencing with 1950 have taken the 
maximum capital cost allowances under the diminishing balance method together with crrtain additional allowances 
under the above certificates. Nan-Canadian subsidiaries have for the most part for depreclatian in their 
accounts under the straight-line method but certain additional allowances were also taken by some of these 
subsidiaries as permitted by the tax regulations in the countries in which they operate. Consairdated profits 
previously reported for 1950 and subsequent periods accordingly reflected aggregate capital cost allowances 
which substantially exceeded straight-line depreciation on facilities in operation. 

In view of the 1954 amendment to Canadla" regulations repealing the former requirement whereby capital 
cost allowances deductible for tax purposes were restricted to  amounts recorded in the accounts, all subsidiaries 
reverted in 1954 to the depreciation policy in effect prior to  1950 of recording in the accounts only straight-line 
depreciation on facilities in operatmn and reduced, as of 1st January 1954, the amount of accumulated deprecia- 
tion carried as of that date on them books to the figure at which i t  would have stood if the straight-line method 
of calculating depreciation had been in effect throughout the yean 1950 to 1953. Inasmuch as depreciation allow- 
able for tax purposes in later years on existing assets will  consequently fall correspondingly 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 taxes resulting 
from taking capital cost allowances in excess of straight-line depreciation on facilities in operation. The 1st 
January 1954  reduction in accumulated depreciation amounted to  $75,917,931, resulting in an increase of 
$42,119,573 in earned surplus after reserving $33,798,358 for future income taxes. 

The table below shows the effect s t ra ight-he depreciation would have had on the profits previously reported 
for the years 1950 to 1953. 

Year 

1950 1951 1952 1953 Total 
~- . 

(in thousands of dollars) 
Aggregate capital cost allowances as 

recorded . . . . . . . . . . . . . . . . . . . .  $14,277 $27,581 $37,578 $50,681 $130,117 

Straight-line depreciation. . . . . . . . .  11,018 12,198 13,320 
- - - 

17,663 54,199 
- 

Excess. . . . . . . . . . . . . . . . . . . . . . .  3,259 15,383 24,258 33,018 75,918 

Reserve for future income taxes. . . . .  1,126 6,996 11,361 14,315 33,798 
-- - - - 

Increase in profits. . . . . . . . . . . . . . .  $ 2,133 $ 8,387 $12,897 $18,703 $ 42,120 
- - - - - - - - - 

For purpose of comparison with  the 1954 statements, the cumulative effect that straight-line depreciation for 
the period 1950-1953 would have had for those years has been reflected in the accompanying 1953 balance sheet 
figures and the effect that straight-line depreciation would have had on 1953 profits has been rcflccted in the 
accompanying income 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 $35,782,942 and accordingly $15,500,020 has been reserved for 
future income taxes. 



6. Debt not maturing within one year: 

Aluminum Company of Canada, Ltd.: 

First marteaee 3'56% sinking fund bonds, due 1974: - . " 
S e r i e s 0 A  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  Series " B  (U.S. $19,589,000).  
Commutation value of contractual obligation far annual payments 

secured by second hypothec (payable in Canadian currency and in 
United States currencv in eaual oarts) . . . . . . . . . . . . . . . . . . . . .  - ~ . I ,  

. . . . . . . . . . . . . . . . . . .  3 x %  Sinking fund dedentures, due 1971 .  
37A% Sinkine fund debentures. due 1970 ( U S .  $82,500,000) .  . . .  ,"," , 

. . . . . . . . . . . . . . . . . . .  4J4/2YO Sinkin; fund debentures, due 1973 .  
Redeemable notes -- payable to the U.K.  Government: 

(interest payable only if and ro rhe extent aluminum (magnesium) production 
is mainrained a t  rates specified in the respective notes during the term themof) 

3% Notes, due 1971 .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (a)  
. . . . . . . . . . . . . . . . . . . . . . . . .  3x7" Nates, due 1 9 7 1 . .  (b )  

. . . . . . . . . . . . . . . . . . . . . . . . . .  3%7& Notes, due 1 9 7 4 .  (c) 
. . . . . . . . . . . . . . . . .  3%y0 Note, due 1974 (magnesium) (d)  

3 x 7 0  Redeemable note, due 1974 -payable to  the U.K. Govern- 
~ ~ . . 
ment . . . . . . . . . . . . . . . . . . . . . . . . . .  

Saguenay Power Company, Ltd.: 
First mortgage 3% sinking fund bonds, due 1971 (U.S. $19,595,000) 

Aluminium Union Limited: 
4% Redeemable note, due 1 9 5 S p a y a b l e  to the U.K.  Govern- 

ment ( • ’4 ,918,540) .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Northern Aluminium Company, Ltd.: 

. . . . . . . . . . . .  3$4y0 Debentures, due 195711961 (•’1 ,250,000) .  

. . . . . . . . . . . .  3%74 Debentures, due 196211964 ( 5  750,000) .  

Alumina Jamaica Limited: 
470 Loan, due 1957/1958 - payable to  the U S .  Government 

Foreign Operations Admmistration (U.S. $4,643,593).  . . . . . . .  
~ ~ 

Other debt .  . . . . . . . . . . . . . . . . . . . . . . .  

Less: Bonds and debentures held by a consolidated subsidiary and debt 
of $17,117,010 payable within one year including the above 
Aluminium Union Limited 4% redeemable note for •’4,918,540. 

Debt Contingent on Volume of Operations: 

Aluminum Company of Canada, Ltd.: 
Redeemable notes - payable to  the U.K. Government: 

(principnl and interest payable only if and ro the extent aluminum (magnesium) 
production is maintained a t  rates speclhed in the respective notes d v m g  the 
term thereof) 

3% Notes, due 1971 .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (a) 
. . . . . . . . . . . . . . . . . . . . . . . . .  3 x 7 0  Notes, due 1 9 7 1 . .  (b)  

. . . . . . . . . . . . . . . . . . . . . . . . . .  3 x 7 4  Nates, due 1974 .  (c) 
. . . . . . . . . . . . . . . .  3%/2'r Note, due 1974 (magnesium). (d )  



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

Principal and 
interest are Amount of Maximum 

Principal abatable if principal amounr of 
amount of  Rare of production* abarable principal abatablc 

Note interest is less than per ton m any year 
- 

(metric tons) 
( 1  $39,600,000 3% 172,500 $24.00 $1,980,000 
(a )  15,350,000 3 % 197.500 30.70 767.500 
(b)  24,975,000 39% 400,000 13.50 1,248,750 
( c  40,000,000 3 M %  450,000 40.00 2,000,000 
(d) 1,760,000 3%% 4.000 33.33 88,000 

*I954 aluminum production - 509,000 metric tons. 

Entire interest 
is abarable 

if production' 
is lcrr than 

(mrrnr tons) 
90.000 

172,500 
307,500 
400,000 

1.360 

7. P r e f e r r e d  S h a r e s  of C o n s o l i d a t e d  Subsidiaries: 1954  1953 

Cumulative Redeemable Preferred Shares: 

Aluminum Company of Canada, Ltd.: 

. . . . . . . . . . . . . . . . . . . .  4% Sinking fund first preferred shares. $ 12,514,675 $ 12,663,050 

. . . . . . . . . . . . . . . .  5?4% Sinking fund second preferred shares. 30,000,000 30,000,000 

Saguenay Power Company, Ltd. 4xyO Sinking fund preferred shares 3,733,500 3,805,800 

. . . . . . . . . .  Indian Aluminium Company, Ltd. 5y0 Preferred shares - 1,329,200 1,329,200 

$ 47,577,375 $ 47,798,050 

8. C a p i t a l  Stock: 

Under the Employee Share Purchase and Share Option Plans, approved by the shareholders in 1953, 700,000 
shares were reserved for employees of the Company and its subsidiaries. 

An initial offering of shares was made in 1953 under the Share Purchase Plan at a price of $37.00 per share, 
being 85% of the then market pricc. As at 31st Deccmbcr 1954, 27,919 of such shares had been fully paid and 
issued (16,593 shares in 1954)  and 3,632 additional shares were still being paid far under this initial offering. 

Options for 187,000 shares were granted in 1953 under the Share Option Plan to  75 officers and key em- 
ployees at the then market price of $47.50 per share. Options for 5 ,795 shares were exercised during 1954. 

In November 1954 the authorized capital stock of Aluminium Limited was increased from 10,000,000 to  
20,000,000 shares without nominal or par value. In January 1955, the Company offered to its shareholders the 
right to subscribe for a total of 904,314 shares on the basis of one additional share for each ten shares held. 
902,312 shares were subscribed for a total consideration of $41,547,077. 

9. Earned S u r p l u s :  

The surpluses of the individual "an-Canadian subsidiaries farming part of the consolidated earned surplus 
a t  31st December 1954 aggregated $9,926,000 ($9,401,395 in 1953). 



10. Geograph ica l  D i s t r i b u t i o n  o f  Conso l ida ted  Assets, Liabili t ies,  etc.:  

A condensed analysis of the consolidatcd balance sheet at 31st December 1954,  according to  the domicile 
of the constituent companies and their branches, follows: 

ASSETS 

Other Western Other British 
Canada Hemisphere Commonwealth All Other Total - 

(in millions of dollars) 

. . . . . . . . . . . .  Current assets. 1 2 6 . 7  2 5 1  4 5 . 4  1 1 . 7  2 0 8 . 9  
Investments . . . . . . . . . . . . . . . .  1 3 . 7  - - . I  1 3 . 8  
Fixed assets. . . . . . . . . . . . . . .  8 0 0 . 0  7 6 . 5  4 3 . 0  2 3 . 3  9 4 2 . 8  

Lcss: Depreriatiorr, r tc .  . . . . . . .  ( 2 8 2 . 2 )  ( 2 4 . 2 )  (18. 7) ( 7 . 2 )  ( 3 3 2 . 3 )  
Other assets. . . . . . . . . . . . . .  1 2 . 2  1 . 9  . 3  . 3  1 4 . 7  - - - - - 

6 7 0 . 4  7 9 . 3  7 0 . 0  2 8 . 2  8 4 7 . 9  - - - - -- 

LIABILITIES 

Current liabihties. . . . .  3 8 . 3  
Funded deb t .  . . . . . . . . . . . . .  3 5 5 . 9  
Preferred shares. . . . . . . . . . . .  4 6 . 3  
Other liabilities. . . . . . . . . . . .  3 . 9  
Reserve for futureincome taxcs. . 4 8 . 6  - 

4 9 3 . 0  

Common shareholders' equity. . 1 7 7 . 4  - - 
11. Execut ive Salar ies ,  etc.  (parent and consolidated subsidiaries): 

The following nmounts have been charged to  income in 1954: executive salaries $2,091,557; legal fees 
$221,351; directors' fees $14,012. 



15th March 1955 

T O  T H E  S H A R E H O L D E R S  O F  A L U ' i I I N I U A l  L I . \ l I T E D  

We have examined the consolidated balance sheet of Aluminium Limited and consolidated 
subsidiaries as at 31st Decemher 1954 and the related consolidated statements of income and 
surplus for the year then ended and have ohtamed all the information and explanations which 

procedures as w e  considered necessary in the circumstances. 
As explamcd in Note 5 LO the financial statements, the consolidated subsidiaries, in 

accordance wlth  our recommendation, have discontinued the practice of providing in thelr 
accounts for capital cast allowances in excess of normal depreciation; with our approval, 
thcse subsidiaries reverted in 1954 to the straight-line method of providing depreciation and, as of 
1st January 1954,  reduced accumulated depreciation to  the amount which would then have 
bccn carried in their accounts if the straight-line method of depreciation had bcen in effect 
throughout the years 1950 to  1953. 

In our opinion and according to  the best of our information and thc explanations given to  
us and as shown by the books of the companies, the accompanying consolidated balance sheet 
and related cansoltdated statements of income and surplus, supplemented by the nates thereto, 
are properly drawn up so as to exh~bi t  a true and correct view of the combined state of affairs 
of Aluminium Limited and consolidated subsidiaries as at 31st Decembcr 1954 and the 
results of their combmedoperations for the year then ended, in conformity with  generally accepted 
accounting principles applied on a basis consistent wi th  that of the p c e d i n g  year s a w  far 
the change in depreciation palicy (which we  approve) referred to in the preceding paragraph. 

Pursuant to section 118 of The Companies Act, 1934, w c  report that the interest of 
Aluminium Limited in the profits for the year of the non-consolidated subsidiaries exceeded 
dividends from such subsidiaries included in consolidated income. 



(Consolidated) 



of the Alumin~um Limited Group of Companies 

Other Subsidiary and 

(&t Consolidated) 

NOTE: Thc campanics llsteil on the prcvious poge arc thc principal consolidated 

opcrating subsidiaries of Alurn,aium Lmlted; the upcrating ccmpanies on 

t h n  page are the ones carried on the books is lnbrstmcnts. 



On 16th March 1955 the Company announced a programme to expand the 

annual capacity of the aluminum smelter at Kitimat by an additional 180,000 

tons. The cost of the programme, as currently estimated, including some further 

expansion of alumina facilities in Jamaica, will  be $190 millions. It is ex- 

pected that the financing of the successive stages of the programme can be 

largely or entirely met by the Company's own generation of funds. The 

construction schedule may be revised as the programme is reviewed period- 

ically in the light of market and financial conditions. 

As of 16th March, the status of development of the aluminum smelter at 

Kitimat may be summarized as follows: 

Present installed capaclty 91,500 tons per year 

Under construct~on 60,000 " " " 

New programme 180,000 " " " 

331,500 " " " 

O f  the capacity under construction or scheduled, 90,000 tons will be in 

operation by the end of 1956 and the balance will  come into operation in 

stages to be completed in 1959. 




