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EDWARD KIRK DAVIS

[nicd 9th March, 1955

First president of Alumaninm Limited from the formation of the Company
w 1928 st s retivement 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 orgamization has passed from insecure beginnings through the years of world
depression, litigation, rapid expansion and wartime disruptions to its present strong position
with firm foundations for future growth.”

—Latract frem a resoluzion of the Board of Dirctors of Aluminium
Limited on 25th Novewber, 1947 on the occasion ﬂf his retiroment.



ALUMINIUM LIMITED

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 with 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 mecting 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, with depreciation on a comparable basis, net income would have been
$38,178,0533 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 (s estimated that m 1954, starting-up 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 with



the approval of the Company's auditors, the consolidated subsidiary companies reverted to
the policy followed prior to 1950 of providing in their accounts only for “straight-line”
depreciation whereunder assets are written oft by equal annual amounts over their estimated
useful life. Accordingly, as of st January 1954 they reduced the amount of accumulated
depreciation carried on their books to the figure at which 1t 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 mn excess of depreciation recorded in the accounts.
The reduction in accumulated depreciation as of Ist 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 30 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 made during 1954, bringing total capttal out-
lays to $483 mullion 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 1930,

[n 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. [n August, following three and one-half years of construction,
this new centre of aluminum production, having an vlttmate potential of 550,000 tons per
annum, commenced operations.

With 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,
we believe, an tmportant factor affecting demand.

The Company’s fabricating plants, broadly speaking, faced keen competition during most
of the year with 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 tmproved operations and profits carrying into 1955.

BAUXITE  The Company’s mining subsidiaries continued to produce bauxite at close to
AND

ALUMINA maximum capacity in 1954, with 2,201,000 tons of all grades of bauxite being

produced in British Guiana and 495,000 tons in French West Africa. Nearly 209,
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 pionecr operations in 1953 but
the year just passed saw the tempo of production greatly increased. Shipments of alumina wvere
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 rhe Panama
Canal were made in the month of May, 1954. Further augmentation of the plant is now being
undertaken as detailed below under “‘Expansion Programme.”’

ALUMINUM  All aluminum smelting facilities of the Company’s principal subsidiary, Aluminum

INGOT and

POWER Company of Canada, Ltd. were operated at maximum levels in 1954 and pro-

duced 560,900 tons of primary aluminum, 20,500 tons of which were produced

in the new Kitimat smelter. Canadian production was 3¢ greater than the 545,800 tons in
1953 and 129, 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 Ttaly, India, Brazil, Japan, Norway and Sweden production by subsidiaries and
afhliates was likewise maintained at maximum levels in 1954. In India expansion doubling the
smelter capacity 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  Tn the latter part of 1954 with the return of a vigorous demand for fabricated
FABRICATING 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
plant, 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
Aluminmium 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 49, occurred in the United Kingdom in January 1954, in the
Untted States in August and in Canada and all overseas markets at the year-end. In January
1955 the U.S. producers increased their domestic price by one cent per pound and the Company
made a similar increase in 1ts U.S. price.

Again 1n 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
United Kingdom 161,500 146,300 199,750 257,750 184,600 221,800

USA........ 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
All Others. ... 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 $'000 $'000 $'000 $'000
1949 .. . .. 235,651 75,377 134,860 98,560 9,864 15,603 199,406
1950. . ... .. 316,498 107,078 125,522 90,838 10,005 18,690 226,611
1951, ... ... 323,264 113,872 154,969 121,429 14,152 34,526 283979
1952. ... ... 375,098 138,244 163,126 136,906 17,351 40,493 332,994
1953 ... . .. 451,819 167,839 145,960 118,638 18,922 30,289 335,688
1954, ... .. 435,238 159,957 157,080 120,836 17,2590 29,565 327,648

An increasing proportion of primary metal sales 1s being made in the form of tolling or
extrusion Ingots to customers’ specifications foe size and alloy composition. Since these special
ingots are produced in the smelter from aluminum in its primary molten state, the customers
are supplied with their material at a lower cost than would be the case if they did their own
remelting and alloying. Addittonally, in many instances the Company gives technical advice to
customers using the fabricating tngot to help improve their techniques and ensure high quality
standards. To meet this growing demand the Company's capacity to supply ingot in these
forms is being greatly increased.

Approximately 749, 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 1n expanding its aluminum production in Canada;

(b) Contracts made with 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 1t was recognized that not all independent fabricators would be
willing to assume long-term commitments, the Company announced in May 1953
that it 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 tn 1955 and succeeding years;

(¢) Contracts made in May 1953 with two of the American producer-fabricators,
Alumimum Company of America and Kaiser Aluminum and Chemical Corporation,
for the delivery of a total of 600,000 and 186,000 tons rcspective[y 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 with
the probable demand of other markets and customers of long standing, have recently grown

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

The major expansion programme which has been 1n progress since 1951 was successfully
completed in 1954 and the new facilities are all in production. These comprise the two new
hydroelectric stations with 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, with related alumina facilities in Jamaica.

At Kitimat the first potline in 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 capactty 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 shlp from Kitimat’s own port and by the new rail line which now links
the city with the transcontinental railway system. Although the pioneering atmosphere stll
prevails at 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
vear 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 1s now pro-
ceeding. The expanded capacity is expected to come into operation early in 1956 at a capital
cost of approximately $45 million.



IN MI1TLIONS OF CANADIAN DOLLARS

1951
to
1954
1954 Inclosive

CASH AND MARKETABLE SECURITIES (heginning of period). . $ 53 $ 74>

SOURCE OF FUNDS:

Net Income. . ... 35 146
Straight-line depreciazion. . . ... ... o oo L 23 66
Reserve for future Tncome taxes. . ... .o . 15 48
Sales of securizivs:
Alominium Limited shares™* . ... ... . o 1 53
Aluminum Company of Canada, Lid. preferred shares. ... ... — 30
Aluminum Company of Canada, Ltd. abatable notes .. .. .. .. ... -— 67
Aluminum Company of Cuanada, Ltd. fixed debv. . ... 00 .0 50 189
Other fixed debr. o000 — 21
Net increase in short-term bank loans .. ... ... ... . L. — 7
Ocher ... o 1 9
125 636
$178 $710

APPLICATION OF FUNDS:

New plant, .. . o $ 48 $483

New IMVESUTents . ... ... e 2 6

Redemprion of debt and preferred shaves. ... .00 00 0L 15 37

Net decrease in short-term bank loans ... .0 ... L. 21 —-

Dividends paid on common shares. .. ... . ..o L L 18 65
Increase in working capital (excluding cash, marketable securities,

short-term bark loans and funded debt payable within one year) .. 22 67

126 658

CASH AND MARKETABLE SECURITIES (end of period). ... ... 52 52

$178 5710

*Excluding proceeds of $30 million Aluminum Company of Canada, Lid. debentnres underwritien in
Decembar 1950 but issucd on 3rd January 1951 included under *Sales of securities.”

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



To 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 at 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 imformation on further cxpansion annownced on 16th March 1955, sce page 32.

Of the new capital investment of $483 mullion 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 issuc of new securities of $360 millions ($277
mitlton in debt securities, $30 million in preferred shares and $53 million in common shares), and
retained cash income aggregating $195 million ($55 mullion in 1954). Of the new money,
$50 million was obtained in 1954 from an issue in Canada of 4147 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 1951-34 programme, in millions of dollars:

31st December 1954 31st December 1950
Debt not maturtng within one year. . .. $ 265 244, S1L1D 199,
Debt contingent on volume of operations 104 109, 31 39,
Reserve for future income taxes ... ... 49 54 — —
Accumulated amortization, depreciation
and depletton. .. ... ... ... 332 304 275 4697,
Preferred shares of consolidated
subsidiaries. ... ... ... L. 48 49, 18 3%,
Capital stock. . ....... ... ... .. ... 872 8¢ 34 69,
Surplus. . ... 2!3 199%; _126 Zlo/b_
51008 100%; S35 100%

(1) Excludes $30 million of debentures underwritten in December 1930 but issued 3rd Januaty 1931,
{2) Excludes shates issued under January 1955 nights offering - $41.5 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 vear and is under the joint consider-
ation of the Governments of the Gold Coast and the United Kingdom, the British Alummium
Company, Ltd., and Aluminium Limited. In 1954 the Company’s engineers and planning
stafls examined various phases of the project in detail and tts geologists made further con-
firmation of the bauxite reserves available 1n proximity to the proposed smelter site. Imple-
mentation of the project will be further discussed and negotiated after the repotts 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 n
support of process and product development. The results are applicable to many of the Company's
markets but particularly to the United Kingdom where 809, of the aluminum consumed is
supplied from the Company’s smelters in Canada. A somewhat different programme of work in
the metal field 1s being conducted at the Company's research laboratory at Kingston, Ontario.

Two developments which have been furthered by work at these laboratories are the use
of aluminum in transmission line towers and In the canning of food products. Experimental
work 1n 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



ALUMINIUM LIiMmITED

and Consclidated Subsidiaries

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 eflicient 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 15 now being expanded. At right foreground is the plant’s seaport.

THESE FOUR PAGES SHOW
SOME OF THE ACHIEVEMENTS
OF ALUMINIUM LIMITED’S
1951 -54 EXPANSION PROGRAM
IN BRITISH COLUMBIA,
QUEBEC AND JAMAICA, WEST INDIES.

Alumina is extracted from locally-
mined bhauxite i this new plant
in  Jamaica for shipment to
Kitimat and other world markets.
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Net Income | | Per Common Share

|
| B
l Assets  Sales and  Depreciation Current of Capital

Totat before | Number — S —
belore Operating  and Income Income “Cash Common = Stock and Net Cash
Year Reserves  Revenues Taxes Taxes Income™ Shares(1) | Surplus  Income Dividends
| Mllionsof Canadian Dollas | Millions | Canadian Dollars
192 0$ 71§12 § 1 $0 31 63 $4 § 05 § O
1929 75 30 4 0 4 6.3 4 38 0
1930 75 26 3 I 2| 63 4 08 0
1931 ¢ 81 22 ! 1 o 63 | 4 -25 0
1932 81 13 1 0 1 : 6.5 \ 4 .25 0
1933 84 14 2 0 2 es 4 -4 0
1934 | 83 21 2 0 2 65 4 —06 a
1935 | 84 26 2 0 x| es 4 02 0
1936 | 88 32 4 o 4 ‘ 6.9 | 4 26 0
1937 | 98 49 13 2 o 74 |3 1.07 0
1938 | 144 66 20 5 5 74 |3 147 0
1939 | 158 92 28 8 20 | 7. | 8 2.07 4214
1940 | 209 82 38 22 6 74 |9 1.47 80
1941 ‘ 124 132 53 13 3| 74 10 196 1.00
1942 | 446 198 75 12 63 74 LU 206 1.00
1943 . 528 290 96 14 g2 1 74 ‘ 1 155 1.00
1944 | 523 259 81 1 0 ' 74 12 1.48 80
1945 | 480 114 26 8 18 74 |13 135 80
1946 490 111 28 10 18 . 74 14 161 .90
ve47 | 514 153 18 15 23 7.4 | 13 215 100
1948 |‘ 587 209 56 20 36 7.4 : 17 367 1.3215
1949 | 612 199 57 20 3T 74 (18 163 1.30
1950 | 698 227 73 26 450 74 22 467 172150
1951 } 809 284 92 36 562) 82 |26 454 L7710
1952 | 912 333 93 15 602 | g1 |28 431 2.000
1953 | 1124 w96 26 0% 90 |31 424 2000
1954 L 1,180 328 94 21 7302 ; 90, 33 387 2.0000

{1y QOutstanding at end of cach year, adjusted for stack dividend in 1939 and stock splits in 1948 and 1952,
{2 Before reserve for future income taxes -— see note 5 o hnancial statements.

(3) Duvidend payments in U.S. dollars alter Sth Sepiember 1950, including U.S. $.75 in 1930.



Current Assets;

31st December 1954

TN CANADIAN DOLTARS

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

Receivables, less proviston for doubtful accounts

Inventories of alumninum, materials and supplies (note3)......

(lower of cost or market)

Prepaid expense and deferred charges

Investments:

Subsidiaries not consolidated (note 1)

Other allied companies — not more than 509 owned. . . ...

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

Less: Accumulated amortization, deprectation and

deple tion (note 5)

(hased on soaight-line depreciation — 1with 1953 figures on the same basis for purpose of compartzon’

31st December
1954

$ 32,111,494

31st December
1953

$ 33,660,830

20,389,719 19,492,232
55,456,425 55,933,855
100,926,187 87,804,245
208,883,825 196,891,162
14,684,177 13,786,624
4,036,751 4,001,006
9,730,952 8,308,568
13,767,703 12,309,574
942,817,909 900,912,276
332,274,987 314,500,762
610,542,922 586,411,514
$847,878,627  $809,398,874




Current Liabilities:

31st December 1954

(lased on stratght-hine depreciation -

TN CANADIAN DOTTLARS

Payables, including accrued liabilities. ... ... . ... ... ..

Bank loans, principally i foreign currencies. .. ....... . .. ..

Income and other taxes. . . ... ... ..... ..

Other debt payable within one year (note 6). .

Operating reserves a

Reserve for future in

Minority interest in

Shares without

Debt not maturing within one year (note 6).......

Debt contingent on volume of operations (note 6) . .

nd deferred credits. ... ... ...

come taxes {note3).........

Preferred shares of consolidated subsidiaries (note 7)

consolidated subsidiaries

Capital Stock and Surplus:

nominal or par value (note 8):

9,036,382 shares outstanding. . ... ......

Capirtal surplus

Earned surplus

(notes 3 and 9)

with 1953 figures on the same basis for purpose of comparizon}

31st December
1954

$ 34,901,391
12,968,384
12,263,068
17,117,010

77,249,853

265,233,551
103,612,000
2,642,843
49,298,378
47,577,375
2,644,297

86,754,803
3,612,579
209,252,948

299,620,330

$847,878,627

31st December
1953

$ 36,886,392
33,522,621
18,730,850

5,047,581

94,187,444

236,595,325
109,696,250
3,290,236
33,798,358
47,798,050
2,633,646

85,865,599
3,396,905
192,137,061

281,399,565

$809,398,874

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



For the Year Ending 31st December 1954

(based on strafght-line depreciation — with 1953 fiowres on the same basis for purpose of comparison)

1IN CANADIAN DOLLARS

Sales and Revenues:

Operating revenues (transportation services, etc.}. . . ... .....
Interest on marketable securities. . . .. .. ... ... ... ... . ... ..
Income from Investments. . . ... ... ...
Other tncome . . . .. .

Costs and Expenses:

Costofsales. .. ... ... . .. ... .. . . ... ... ... ... . ...
Operating expenses (transportation services, etc. ).

Provision for depreciation and depletion (note 3)
Selling, general and administrative expenses. ... ............
Interest on contingent and other debt not maturing within one year
Other interest . . . ... .. ... .. ... . ...
Financing expenses. .. .. ... ... . ... .. . L L
Exchange adjustment arising in consolidation. . . . ...... ... ..

Income before income taxes. . ... . .. ... ...

Provision for current income taxes. ... ...,
(including $16,079,249 Canadian taxes; $22,535,970 in 1953)

Reserve for future income taxes (note 5). ... ... ... ...........

Income after income taxes. . ... .. ... ...

Dividends on preferred shares of consolidated subsidiaries. . . . .
Minority interest in profit of consolidated subsidiaries. ... ...

Net INCOME. . . . .o e e e e e

L4 1953
$298,083,109  $305,399,220
29,564,439 30,288,714
1,297,247 832,131
646,359 534,772
304,904 302,963
329,896,058 337,447,800
168,388,174 177,020,158
21,464,496 23,676,898
22,716,593 17,663,027
27,932,011 25,041,076
13,505,929 11,440,863
1,006,041 729,036
1,199,235 1,341,918
207,876 161,828
256,420,355 257,074,804
73,475,703 80,372,996
20,658,857 25,671,381
15,500,020 14,315,428
36,158,877 39,986,809
37,316,826 40,386,187
2,266,091 2,133,072
80,710 75,062
2,346,801 2,208,134

$ 34,970,025 $ 38, 178 053




For the Year Ending 31st December 1954

IN CANADIAN DOLLARS

EARNED SURPLUS

Earned surplus —- 31st December 1953. ... ... ... ... ... ... $150,017,488

Add: Adjustiment as of Ist January 1954 resulting from change in

depreciation policy (note5) ... .. o 42,119,573 $192,137,061
Net income for the year . .. ... ... . ... ... ... ... . ... ..., 34,970,025
227,107,086
Aluminium Limited dividends (1933 — $17,307,846).......... 17,632,896
Appropriations for the purchase for cancellation of preferred shares
of consolidated subsidiaries . ... ... ... . ... 221,242 17,854,138
Earned surplus — 31st December 1954, .. ... .. .. ... .. ... .. $209,252,948

CAPITAL SURPLUS

Capital surplus — 31st December 1953. ... ... ... ... ... ... $ 3,396,905

Par value of preferred shares of consolidated subsidiaries purchased for
cancellation ... .. ... ... 215,674

Capital surplus — 31st December 1954, .. ... ... .. ... ..... .. $ 3,612,579



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 859, but exclude the
accounts of the other three partially owned subsidiaries, in which Aluminium Limited’s interest is less than 619¢.

All intercompany items and transactions, including prohts in inventories, have been eliminated. Intercompany

profits on sales to subsidiaries not consolidated are insignificant.

2. Forceign Exchange:

Accounts, other than Canadian currency accounts, included in the consohdated balance sheet are translated
into Canadian dollars ac rates of cxchange current at 31st December 1954, except that {(a) investments, hxed
assets and related reserves are at rates current at dates of acquisition, and (b} funded debts are at rates current
at dates of fssue except that the Aluminum Company of Capada, Ltd. frst mortgage 3159 sinking fund bonds,
due 1974, payabic in United States currency, are stated on a dollar {or dollar basis.

3. Inventories of Aluminum, Materials and Supplics: _ 1954 1933
Aluminum. ... $ 38073583 § 28960371
Raw materials . . .. 45,326,240 41,283,298
Supplies. . .. 17,‘326,362. _l7,5§_0,‘376

$100,926,187  $ 87,804,245

4. Lands, Plants, Riparian Rights, and Facilities: 1954 1__953__
Land and water mghes. ... ... o o $ 47,280,338 § 43,765,620
Mineral propertics, rights and dcvclopmcnt ..................... 8,593 646 8,376,979
Bufldmgs_, machinery and equipment. ... L 870,435,959 _VE,_G‘)S,_OQS

926,310,163 624,840,627
Construction work In progress. . ... ... o 16,507,746 276,07[,64‘_3

$942.817909  $900,912,276

5. Change in Depreciation Poliey:
Canadian Income Tax Regulations

Unnl amended 1 1954, Canadian [ncome Tax Regulations specified that the amount of depreciation deducted
for tax purpases could not exceed the amount recorded in the books of account and reflected in the fnancizl
statements of the corporate taxpayer. Whereas prior to 1949 the method for determining maximum permussible
deductions was the straight-line method whercunder assets are written off by equal annual amounts over their
estimated useful life, an amendment in that year substitured the diminishing balance method at rates whereby the
amount of permissible deductions would, during the carly 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 ceruficates have been obtained from the Minister of Defence Production. These additional
allowances {for which Aluminum Company of Canada, Lid. 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 ro

completion as well as to facilities i use.



3. Change in Depreciation Poliey — continned

Accounting Policy
e s

Pursuant to the abovermentioned regulations, Canadian subsidiarics commencing with 1950 have taken the
maximum capital cost allowances under the dimmishing balance method rogether with certain additional allowances
under the above certificates. Non-Canadizn subsidiaries have for the most part provided for depreciation in their
accounts under the straight-line methad bur certain additional allowances were alsa taken by some of these
subsidiaries as permitted by the tax regulations in the countries in which they operate. Consolidated profits
previously reported for 1950 and subscquent periods accordingly reflected aggregate capital cost allowances
which substantially exceeded straight-line depreciation on facilities in aperation.

In view of the 1954 aimendment to Canadian regulations repealing the former requirement whereby capiral
cost allowances deductible for tax purposcs were resericted to amounts recorded in the accounts, all subsidiaries
reverted 1 1934 to the depreciation policy in effect prior to 1930 of recording in the accounts only struight-line
depreciation on facilities in operation and reduced, as of st January 1954, the amount of accumulated deprecia-
tion carvied as of that date on their books to the figure at which it would have stoed if the straight-line method
of caleulating depreciation had been in effeet throughout the years 1950 to 1933, 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 cach year's taxes resulting
from waking capital cost aliowances in excess of straight-line depreciarion on faalitics in operation. The lst
January 1954 reduction in accumulated depreciation amounted to $75,917,931, resulting in an increase of
$42,119,573 in camed surplus after reserving $33,798,358 for future income taxes.

The table helow shows the effect straight-line depreciation would have had on the profits previously reported

for the years 1950 ta 1953.

Year

1950 1951

1952

1953 Total
(in thousands of dollars)

Ageregare capital cost allowances as

recorded. ... L 514,277 $27,581 $37.578 $50.681 $130,117
Straight*lins depreciation. . . ... ... 11,018 12,198 13320 17,663 34,199
EXCOSS. o 3259 15383 24258 33018 75918
Reserve for future incowe taxes. . . ., 1,126 6,996 11,361 14,315 33,798
Increase in profits. . ... .. ... $ 2133 58387  $12,897  SI8703 S 42,120

For purpose of comparison with the 1954 statements, the cumutative effeer that straight-line depreciation for
the period 1950-1953 would have had for those years has been reflected in the accompanying 1953 balance shecet
figures and the effect that straight-hne depreciation would have had on 1933 profits has been reflected 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.



0.

Pebt not maturing within one year:

Aluminum Company of Canada, Led.:

First mortgage 31495 sinking fund bonds, due 1974
Series AL
Series "B (U'S. $19.589.000) .. ..

Commutation value of contractual ohhgduon for annual p"&\anrS
secured by second hvpothee {pavable i Canadian currency and in
United States currency n cqual parts). ... Ll

3149, Sinking fund debentures, due 19700000 o oL

374%% Sinking fund dehentures, due 1970 (LS. $82,300,000}. . ..

4155, Sinking fund debentures, dee 197300000 00 oL

Redeemable notes - - pavable to the UK. Government:

{interest payable only if and to the extent aluminam (maanesium) production
15 maintained at rates specified 1 the respective notes during the term thereof)

390 Notes, due 1971, .0 o (a)
30500 Notes, due 197000 oo {b)
34900 Notes, due 1974000 Lo (c)
3169, Note, due 1974 (magnesium) . ... ... ... ... .. {(d)
3145, Redeemable note, due 1974 -~ payable to the UK. Govern-
ML e e e

Saguenay Power Company, Lud.:
First mortgage 3% sinking fund bonds, due 1971 (U1.S. §19,595,000)

Aluminium Union Limited:
4%, Redeemable note, due 1955 ~- payvable 16 the UK., Govern-
ment (£4 918 540) ...................................

Northern Aluminiur Comnpany, Led.:
'%, ){ Debentures, dee 1937/1961 (L£1,230,000). . ... ... .. ..
74%% Debentures, due 196271964 (£ 750,000) .

Alumma Jamaica Limited:
4% Loan, due 195771958 - - payable to the U.S. Government
Foreign Operations Administration (U.S. $4,643,593)...... ..

Otherdebr, o

Less: Bonds and debentores held hy a consolidated subsidiary and debt
of $17,117,010 payable within one year including the above
Aluminium Union Limited 474 redeemable note for £4,918,540,

Debt Contingent on ¥olume of Operations:

Aluminum Comp.my of Canada, Ltd.:
Redeemable notes -— payable to the UK. Government:
(principal and interest payable anly if and to the extent alumiram (nagnesium)
production 1s mamtained at rares specified i the respective notes during the
term thercof)

30, Notes, due 1970, ... (a)
30005 Notes, dee 1971 ..o o o ()
3500 Notes, due 1974, .. . .. c)
3195, Note, due 1974 (magnesium) . ... ... ... {d)

1954 1953
$ 10,149,000 $ 10,488,000
19,589,000 20,523,000
9,125,191 9,501,103
45,055,000 47,795,000
81,185,156 88,565,025
50,000,000 -
10,990,000 8,242,500
4,995,000 3,746,250
2,000,000 -
88,000 -
440,000 440,000
19,595,000 21,400,000
13,766,010 13,766,010
5,025,000 5,025,000
2,304,375 2,304,375
4,785,829 5,613,043
4310000 4,475,000
283,402,361 241,884,906
18,160,010 5,289,581
$265.233,551  $236,595,325
$ 43,960,000  § 46,707,500
19,980,000 21,228,750
38,000,000 40,000,000
1672000 1,760,000
$103,612,000  $109,696,250




6. Debu——ontinued
The formulae for ahatement of the several notes i any year are summarized below:

Principal and

Interest are Amount of Maximmm Entire interest
Principal abatable if principal amount of i abatable
amount of Rate of procduction® abatahle principal abatble if production®
Note interest is less than per ton in any ycar 15 less than
{metric tons) {metue tons)
{a) $39,600,000 £ 172,500 $24.00 £1,9580,000 90,003
{a)  15.330,000 3% 197,500 30.70 767,500 172,300
{b)y 24,975,000 3 400,000 13 .50 1,248,750 307.5C0
{c)y 40,000,000 31459 450,000 40.00 2,000,000 400,000
{d) 1,760,000 3Lg0q 4,000 33.33 89,000 1,360

#1954 aluminum production -— 309,330 metric 1ons.

7. Preferred Shares of Consolidated Subsidiarics: 1954 1953

Cumulative Redeemable Preferred Shares:

Aluminum Company of Canada, Led.:

49% Smking fund first preferred shaves. .. ... o o o 0L $ 12,314,675 S 12,663,050
514 Sinking fund second preferred shares. ... ... o000 30,000,000 30,000,000
Sagucnay Power Company, Ltd. 41444 Sinking fund preferred shares 3,733,300 3,805,800
Indian Aluminium Company, Lid. 59 Preferred shares ... ... . ~ 1,329,200 1,329,200

$ 47,577,375 % 47,798,030

8. Capital Stock:

Under the Employce Share Purchase and Share Option Plans, approved by the sharcholders in 1953, 700,000
shares were reserved for employees of the Company and 1ts subsidiaries.

An initial offering of shares was made in 1933 under the Share Purchase Plan at a price of $37.00 per share,
being 8344 of the then market price. As at 31st December 1934, 27,919 of such shares had been fully paid and
issued (16,593 shares in 1954) and 3,632 additional shares were sull being paid for under this mitial offering.

Options for 187,000 shares were granted n 1953 under the Share Option Plan te 75 officers and key em-
pleyees at the then market price of $47.50 per share. Options for 5,795 shares were exercised during 1934,

In November 1954 the authorized capital stock of Aluminium Limited was imereased from 10,000,000 to
20,000,000 shares without nominal or par value. In January 1953, the Company offered to 1ts shareholders the
right to subscribe for a total of 904,314 shares on the basis of one additional share for cach ten shares held.
902,312 shares were subscribed for a total consideration of $41,547,077.

9. Earned Surplus:

The surpluses of the individual non-Canadian subsidiarics forming part of the consolidated carned surplus

at 31lst December 1954 aggregated $9,926,000 ($9,401,395 in 1933).



10. Geographical Distribution of Consolidated Assets, Liabilities, ete.:

A condensed analysis of the consolidated halance sheet at 315t December 1954, according to the domicile

of the constituent companies and their branches, follows:

ASSETS

Current assets. oL
Investments. ... ... .. ... ...
Fixed asscts. ... ... ... ...

Less! Diepreciation, cte ... ...
Other assets. ... ... ... ...

LIABILITIES

Current laabilities. . ... ...
Funded debt. ... ... .. ...
Preferred shares. .. .. ... ..

Other labilives. . ... ... ..

Reserve for futere income taxes . .

Common sharcholders” equity. .

Other Western

Canada Hemisphere
{in millions of dollars}
126.7 25.1 4% 4
13.7 - —_
8000 76.5 430
{282.2) (24 2) (18.7)
12.2 1.9 )
6770.:4: _7‘)7.__3_ 7_0£
38.3 7.0 27.0
335.9 4.8 8.2
46 3 - 1.3
3.9 .5 7
48 & .7
493 .0 13.0 37.2
177.4 66.3 32.8

11. Exccutive Salarvies, ete. {parent and consolidated subsidiaries):

Other British
Commonwealth  All Other

11.7
1

23.3

(7.2)
3

28.2

Total

208.9
13.8
9428

(332.3)
14.7

847.9

The following amounts have been charged o income 1n 19534: executive salaries $2,091,557; legal fees

$221,351; dirccrors’ fees $14.012.



PriceE WaTERHOUSE & Co.
2153 ST JAMNMIES STIRTIITT WLEST

MONTIZTFKAL X

15th March 1955

TO THE SITARLHOLDERS OF ALUMINIUNM LIMITED

Ve have examined the consolidated balance sheet of Aluminium Lunired and consolidated
subsidiarics as at 3lst December 1954 and the related corselidated statements of income and
surplus for the year then ended and have obtained all the information and explanations which
we h‘l\-c rc(lulrLd Our L\-]m]n-ltfon WS M Tdt_ m .ICC()rdﬂnLL W l[h H_HLN.“\ JCLL]\[C(I Jl.ltlltlng
standards and accordingly included such tests of the accounting records and such other audining
procedures as we considered necessary in the cireumstances.

As explamned 1 Note 3 1o the firancial statements, the consolidated subsidiaries, n
accordance with our recommendation, have discontineed the practice of providing in theur
accounts for capital cost allawances in excess of normal depreciation; with our approval,
these subsidiaries reverted in 1954 to the straight-line methed of providing depreciation and, as of
Lst January 1934, reduced accumulated depreciation to the amount which would then have
been carcied in their accounts i the straight-line method of depreciation had been in eflect
throughout the years 1930 to 1933,

Il‘l oLr 0[3]”10“ 'Jnd ’1('("0"(.““" ta rh(‘ }‘)("Ql' Of our i[\f(‘)rln.\tinn :lnd thc ?Kp].l{ﬂll(m‘: Si\'l‘n t
us and as shown by the Looks of the companies, the accompanving consolidated balance sheet
and related consolidated statements of income and surplus, supplemented by the notes thereto,
are properly drawn up so as to exhibit a troe and correct view of the combined state of affairs
of Aluminium Limited and consolidated subsidiaries as at 3lst December 1934 and the
results of thetr combined operations for the year then ended . in conformuty with generally accepted
accommting principles apphied on & basis consistent wath that of the preceding vear save for
the change In depreciation policy (which we approve) referred to in the preceding paragraph.

Pursuant to secticn 118 of The Companies Act, 1934, we report that the wnterest of
Alumintm Limuted i the profits for the year of the non-cousolidated subsidianies exceeded
dividends from such subsidiaries included in consolidared income.

Icce Y Qo

Chartered Accountants



(Consohdated)

Arusines Cosrany ofF Cavapa, Lto.— Canabpa

Arna & Joxquieres Ramaway Coupany ((Tue) - Caxaba
Arusina Jasarca LiMITep — Jasarca

Arusisio po Brasit, S A~ Brazio

Avvssivss Coneany oF Souti Arrica (Pry.) Lo, — Sourn Arrica
Arvaasirvwerkxe A -G Rorscuac — SwiTtzerraso
Avusintosewerke Goerrisaey Gon b H.— Gernany
Arvseiosrwerke Nuersoere Gom.b . H.— Geraany
Arusinis Goobs Livrrep — Canapa

Avusivios Meripioxal, — Fraxcr

BavxiTes pu Mipr — France

CHacuakaMas TERMINALS ListiTen — Trivioap

Arussionm Usiox Lovutep

Aruminivm LisuTep Sacres, Isc.

(Formerly Aluminum Import Corporaton)

Deserara Bavsire Cosmpany, Lo — BritisH Guiana
Ererro-Quiniica Brasteira 5 A — Brazio

Inplax Acoansicy Coseany, Lo — Inpia
NewFourspLasp Frrorspar Linatep — Canaba
Nortuerx Arvaisicy Coareaxy, Lro— Great Brivamx
RoservaL axp Sacuosar Ratway Cospeaxy (Tue) — Cavapa
Sacresar Terminars Listrmin — Caxana

Sacuenay ErecTric Cosrany — CaANaDA

Sxcurvay Power Coararny, Lrp.— Canapa

Sacrevay Traxsaission Cosmpany, LTo.— Caxapa
SocieTa peLL Avioaasio Iraviaso — ItaLy

Serostons, ListiTeEr — Braitisn Gurana

L Arvamiusg Cosesererar, S AL

[nterxationan Avruaasiiae Cosmeany, Lo,



of the Alumimum Limited Group of Companies

Arvaasaeas Livoee, Dvcowrnraran Arvaviea (Casaos) Disres

A t 3 N A C [
Hormeriy Stand Corporation) (formerly Stand Limized

Boston and New York correspondent Landon correspondent

Avvansiest Linoaen (Cavama? S AL
Ef'ormcrl_v Stand S A

(;L‘ﬂ{.’ va C()l'rt\]‘()ﬂdl.’]'l[

Orther Sltbsidiar)' and

(Net Censohdated)

Artarsio lurico, 5 =Seary Nrorer asosonr Avesastest Mastscrseerp (N Vb= Horn v
A vsovio Tspesirrs Mivicave, S A - Mixico Nouprse Avesast sitovso {4 81— Nowwar
Arsiratay Adoaisene Coseany Prorrenrany oo Acsrian 1 Nomsk Aresrxios Commany (A S) - Norway
Dowsg Avesrsres Ixprstry (A S Disaaex Svrsara Al vanvicsioneasiir (ABRY —Swrprs
Dir Norskr NITRIDAKTIESFISKar  Norw Ay Tovo Avtsastose KUK - Japay
Nrerox Lot Mirar Coseany, e Jarax s Arrcax Ayvusovios Lo -Goro Coas

NOTE: The companies hated on the previous pase are the principal consolidazed
operating subsidiaries of Alumimium Limited; the operating comparics on

[1‘\15 p.agc are thL‘ PHH_C]D.I] Qney C.’.ITZL‘d on 'LhC b()()l\'&' 4% Insestnents.



On 16th March 1955 the Company announced a programmme 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 faclities 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 capacity 91,500 tons per year

Under construction 60,000 <« ¢

New programme 180,000
331500

Of 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.







