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Room to
Grow

Where are Alcoa’s most

promising paths to growth?

After a hundred years of discov-

ering and expanding the uses What began 10 years
of aluminum, is the excitement  ago asa joint invest-
winding down? Or isit Just :

begmmng’ :

In the world of structural mate-
‘nals"alummum is one of the -
epresmb]e youngsters. Stone,

‘matenals have been around for
jillennia, aluminum only for,

: ,‘decades. Entrenched habits :

die hard, but as the automoti

industry is now 'beginning to
demonstrate, the inherent

" advantages of this light, strong, <

. fullyrecyclable metal offer

- solutions to some of the bxg
problems ahead —irrthe  \\%
" case of carmaking, issues such’
as efficiency, safety, perfor-
mance, energ'y conservatxon,
and emissions. - - e

In industry after industry—and
country after country — the
promise of aluminum is primed
for realization. Alcoa is focusing
its firepower on the major

- opportunities and continuing to

forge parterships with effective
allies to leverage the effort or

: accelerate the timetable. (Partic-
- 1pants in some of these partner--
hips are,shown_in photographs

" This essay hxghhghts some of
~ these growth i mmauves andthe
 assets Alcoa can mustgr for com- -
- petmve successes wotl Mdwide.
\ .
. -

Vice President Paulo
. _PefiquitoandPresi- R
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Aluminum sheet from
Alcaa goes into cans of
many shapes, sizes
and designs. In the U.S.
alone, consumers
choose aluminum cans
100 billion times a

year and recycle nearly
two-thirds of them.

In many other markets
around the world, the
aluminum can growth
rate is beginning to
accelerate.

Paul O'Neill with
Sokichi Kametaka.

- Alcoa and Kobe have
‘joint ventures serving
packaging markets in
Asia and automotive
markets in the U.S.
and Japan. Currently
the two companies

, are exploring opportu-
nities in China.

Lst: Alumina, a major
Alcoa product inits
ownrightandthe
feedstock tor a grow-
ing family of industrial
chemicals.




. In surv
ot zons ahead the first plate to”; -
+ " lookis underfoot. How sohd is

‘intoa wOrldwxde enterprise — - -

global not only in resources and -

“to matenals, produds,_and man :
ufactunng processes ir present

ﬂnn’n
uuun:,’,:
Hluuulu
"!]]!l"
lllll].],
lljrln.,l'




| —

;¥ picoaol Australia;.
" “thd world's largest aly-
producsr, mifies

ship of Alcoa and”

Western Mining Corp.
was extehgettor- - ,.
embfacealiminaand -2 3. et TS ot
Aaltimina chémicals .. " ‘OleEngef, CEQ of
< Operations worldwide-, . Elkem ars, with
: ! © . Alcoa Executive Vice -
oPresidentDick
.- Fischer. From smelters.

n Uista and Mosijoen,




A World of
Opportunities

Alcoa has changed in response
to a climate shift in world
business, and in anticipation of
changes thatare clearlyin = ..»3
prospect. ’ '\
In developmg countnes, "

! each advancing economy -

. ion close | to the custoxn_
'~ So'Alcoa has major investments

:  in Australia, South Americaand

- Eastern Europe, and is studymg

i fpossbleventuresmlndxa, '
oo I‘Russm,Chma andelsewhere""l””'— .

ln advanced economles, _ .
-_environmental and compemwe T
pressures are driving theneed -~ -
for higher performance materi- ,~
als, products and processes. In ~«<wa..
Europe, North America,and - V
parts of Asia, the same techno- .
logical and material strengths
‘that have earned Alcoa a special -
place in aerospace and packag-, -
ing markets now answer to the ‘
,needs of customers in auto-
mouve, truckmg, rail, construc-
: uon, chemical, and a host of ; "
; messes where, pexformance

)
N
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In a 12-year collabora-
tion, Alcoa and Audi
developed the space-
frame for the first all-
aluminum production
car and are now
working on designs
and processes o
accommodate future,
higher volume
atuminum-structured
cars. From left, Hans-
Peter Rottlander,

manager of advanced
manufacturing devel-
opment, and Franz
Paetgen, director of
technical development
for Audi; Rick Winter of
Alcoa Technical Center
and Dave Schiendort,
president of Alcoa
Automotive Structures;

and Jirgen Gebhardt, -

director of manutactur-
ing for Audi.

Terry Valion, senior - -
- metallurgical engineer

- for Boeing Materials -

mericans, and thi

e,

" same technology can N
be adapted to lifestyle’ ™"

needs and prefer-
ences elsewhere.

__ new Boeing Tiz 8
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In1994 ‘Alcoa and Western
Mining Corp. —for 35 years
_ ourmajor partner in Alcoaof -

- Austmha - forged a worldwide

enterpnse in alumina and

21992 j Jomt venture

" makea profitin 1994 onits
ionsand rolled products

Intematnonal partnershnps
extend Alcoa’s reach and pro-

vide the on-the-scene presence -

_of respected partner companies

in each region of the world

The prmclple applles not
~only to countries but to
industries. In its long-term

new cast aluminum truck

wheels; and CMI International
(1994), to produce cast alu-
minum components.

In a global business -
climate, alliances become /.
- increasingly vital. ForAlc,oa,

of Alcoaand Hungalu, began to

Aluminum and plastic
closures — and the

.. capping machinery

- to apply them—are - §
.. manufactured on four .
_continents by Alcoa
' Closure Systems
International for
bottlers in more than

.~ 50 countries.

stmtegyforalargerrolemthe FER

automotive industry, Alcoahas

entered design and technology - ‘

collaborations with carmakers
“in Europe, Japan and the U.S.,
as well as joint ventures with

FUJ ikura Ltd. (1984), to produce;

wiring systems; Superior
Industries (1993), to develop
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A A Toolb OX
tfor Values

One group of Alcoans has won
worldwide recognition for envi-
ronmental leadership. Another
business unit, on another

- continent, has shown an extraor-

dinary ability to adapt quickly

- and cost-effectively to change.

Umber of opemtmg units .

Alcoa’s values. As bottom-line
factors, they are leading indica
rs. As segments of technology

e albext soft technology —they
* . are skills and systems that som
_‘group, somewhere in Alcoa, has
" carried to world-standard levels

A work in progress within Alcoa

- is to take the best safety method-
ologies to be found anywhere -
in the company and to assemble -

them into a toolbox, for use -

delays; generate enthusmsm on’
the plant floor, and raise the .

- battingaverage on successful

: newventures. .-

The most valuable
item in the waste

- stream, aluminum
cans pay their own
way through the .
recycling loop. They

*“are by tar the most:

. recycled kindof
package. -, .




Margaret Egbe,

s senior engineer at

i Alcoa’s Environmental
f Technology Center,
B R qe : is responsible for test-
e Hi o ) ing new biological

treatments to remedi-
ate waste. Thomas
Felts develops and
manages salety and
industrial hygiene
processes.

* At this meeting in
Budapest: Dr. Péter,
.Keresztes, CEOof -
! Hungalu; Dr. Jézset .
-~ company, Hungalu Hegyhati, deputy state ©
- Through active collabo- " ‘secretary.of Hungary's




! Tomorrow’s
t e . '
. Winners

The Vision hasn’t changed: = customers. Alcoa Electronic
“Alcoawillbethebestalu-  Packaging has taken on domi-
minum companyintheworld ~ nant Japanese producersand
and a leader in other businesses ~ carved out a major share of the
. inwhich we chqose to compete.” U.S. marketin ceramic pack-’
G ages for integrated dircuits.

U b 0 el et il w8 4.1,

surpassed $600 million -
in annual sales of automotive
elecmml systems and fiber :
optics and is now moving int
Eastein and Western Europe. A
: restructured ‘Alcoa Construction
- Products has developed a power- -
- house dlsmbutmn systemand "
. has grown to over $600 million’
" in sales. Alcoa Automotive
- Structures and Alcoa Forged
Products are rapidly expanding
the manuficture of high-value-
“added automotive products.

and capping systems for bever- =~ .-
age packagmg, with 18 plants
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Pin grid arrays, ong R oo X Auto and truck elec-
. N . ER
ey ’ compenwrohat,
wi -
, Elm :;::;‘aag:g .} hesses like this one,

1 ) X - grganizing up to
of_hrgh-perfonnance . ] 1,700 wires. That's
MICroprocessors. . > the spedial expertise

of Alcoa Fujikura Lid.

" (AFL). Yoshihiro Wada,
president of Fujikura
International, and Bob
Barton, president and

.. CEOOfAFL, have
. worked 10 years to
. build this joint enter-
‘“'priseinto anintema-. . . .
.7 tional ieader in electri-

service center respo
siveness.CsWisa
, distributor of Alcoa’s -
mmergial Rolle . sheet, plate, wire, . .~
Products: Forover 65 - rod, bar, and extruded
) products. . .
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To Alcoa Shareholders

Earnings in 1994 were $375.2 million. Included in this total are several one-
time adjustments — a $300 million gain and charges of $118 million. What is
noteworthy here is not the raw numbers but their direction, and the reversal
of fortunes these results express for Alcoa and the aluminum industry as a
whole.

After several years of the most extreme aluminum market distortions of
this century, the industry is returning to something recognizable as a normal
business climate; that is, a climate in which exceptional efforts have a reason-,
able chance of producing exceptional results.

For Alcoa, 1994 was a year of solid progress on many fronts.

Safety

For the seventh consecutive vear, we improved our safety performance.

Lost workday cases fell to .72 per 200.000 work hours, giving us a worldwide
rate thatis 78% less than the latest published figures for U.S. manufacturing
industuy and 61% lower than 1987, when we made safety our firstinternal
priority. We still have much to do to deliver our goal of an injuny-free work-
place, and we have plansin place to continue our progress.

Operating Proficiency

Each of our businesses and resource units has financial and non-financial
measurements to plan, track and achieve progress as compared with past
performance, world benchmark levels and theoretical limits. These mea-
surements cover everything from on-time delivery to customers to safety and
environmental performance to physical performance of individual process-
es. Almost all of our processes have continued to improve, and this is the key
reason Alcoa was able to maintain its profitability through the downward
spiral of the industry that began in 1991 and continued into early 1994. We
believe this is the key to creating distinguished total returns for our share-
holders by outperforming our industry, and thatis our goal. We want to
excel in everything we do — in customer satisfaction, in applying technology,
in serving worldwide markets, in safety and environmental stewardship, in
administrative processes. We want to do it better and faster.

Perhaps you noticed that one of our businesses, Alcoa Fujikura (AFL),
was recognized in 1994 as a TQE supplier by Ford Motor Company and as
supplier of the year by Volkswagen. This exemplifies what can be achieved by
dedicated people, applying quality tools and leading-edge ideas to customer
needs.

Perhaps you have also noticed that your company reports its quarterly
financial results soon after the end of each quarter — well before most of the
corporations in the world. This is because we set an objective a few years ago
to complete the closing of our worldwide financial books within three work-
ing days after the end of each quarter. Our objective was to improve the qual-
ity of all financial wansactions, which in turn reduces the amount of time our
financial staff spends adding up the past results in order to free them up to
work on the future, and shortens the time lag between performance and
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measurement. In an enterprise with 169 operating and sales locations in 26

countries, this was no timid objective, but our financial staff has done the job. '
The AFL and financial closing examples only highlight the thousands of dé‘f J9FF i 4 A

actions that have been taken by Alcoans to strengthen our competitive posi- /

<yy - it
tion. When added together, they are the reason for growth in the market bae B G Rl z L’
Gleesls

value of our company. To make the point concrete: in 1988, our market N Leca N 31 f /

value was $4.9 billion. By contrast, at December 31, 1994 Alcoa’s market Iand M pehec wma 37 7/’\74; )
value was $7.7 billion. In addition, since the beginning of 1988 Alcoa has LT /9».. e

paid $1.190 billion in dividends to our shareholders while we have further hece 555 Aeon Ay
strengthened our balance sheet as compared with our competitors. (.7

None of this should be taken as an indication that we take our competitors
lightly. We know them to be intelligent, aggressive and determined to out-
perform your company.

The market valuation and dividends paid, we believe, validate the idea
that our policies are on the right rack. Our intention now is to speed up our
rate of progress.

External Conditions
Aswe begin 1995, external conditions have turned in our favor, permitting
more attention to expansion and growth and less to elemental survival.

At the beginning of 1994, surplus aluminum inventories on the London
Metal Exchange (LME) had accumulated to 2.5 million metric tons, driving
the price of a pound of aluminum ingot to 47 cents — the lowest ever real
level. Through the first half of the year, inventories continued to rise, reach-
ing 2.6 million mewric tons in June. Through the second half of the year,
production curtailments and strong demand for the product reversed this
trend, and LME inventories dropped by nearly one million metric tons by

" year end. As surplus inventories dropped, prices on the LME began torise,
and atyear end the price stood at 90 cents a pound. These trends are contin-
uing into early 1995. The most important reason for these changed condi-
tions is the simultaneous economic growth in Western Europe, the Americas
and major parts of Asia. We expect this growth to continue through 1995.

Prices
As prices for primary metal have risen, we have begun to pass along these
increases to our customers in fabricated product prices and, as you might
imagine, the increases have not been gladly received, even though everyone
concedes that continuation of price levels of the recent pastwould destroy
the aluminum industry. We, as much as our customers, would prefer more
stability in prices, high enough on asteady basis to provide a competitive rate
of return to our stockholders. This is especiallyimportant to our growing
position as a supplier o the automotive industry because the auto companies
need to plan their product cost over a seven-year prodluct life. Itisalso impor-
tant Lo our major position as a supplier to the aluminum can business.
Cvclicality is an issue that we have dealtwith for some time with the aircraft
industry. We have long-term pricing arrangements with customers in the air-
craft indusury that smooth out the price cycles. Their productlife cycle can

16
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effectively build in a fixed cost for aluminum so that they're notsubjected to
sharp ups and downs in the day-to-day pricing of aluminum in the market.
We are hopeful as we go through this strong upcycle that we will be able to
structure supply arrangements with more of our customers on a long-term
basis that will serve to smooth the violent cycles of the recent past.

Growth

With good external economic conditions, we are stepping up our drive to
make each of our businesses responsible for its own financial success while
accelerating growth in those that produce the best results.

One of our major moves in 1994 to create the basis for growth was the
establishment of a worldwide partnership with Western Mining Corp.
encompassing our alumina and chemicals production assets. This new
arrangement expands a long-standing parmership with Western Mining in
Australia and paves the way for further world expansion in a business where
we have technological strength and an excellent marketand cost position.

This annual report features some of our many partnership arrangements e
because they have served us well and we believe an expansion of the partner- | —-@-
ship idea is a major avenue to future, profitable growth.

In this vein, we have taken great pride as Audi began marketing the A8 in
1994: the first all aluminum car to use a spaceframe body structure — the
product of a technical collaboration of Alcoa and Audi spanning the past
12 years. The car has been widely acclaimed as a major breakthrough in
automotive design, engineering and performance, called by The Sunday
Times of London “the best car of its generation.” The aluminum spaceframe
structure in the A8 gives the car an incomparable level of torsional stiffness
and remarkable crash-worthiness relative to all other cars in producuon.
The other major automobile companies have increased their utilization of
aluminum, and there is a growing level of interest in new applications.

In Summary
Looking back, 1994 was a year of accomplishment and preparation for an
exciting future for our company. 1995 holds the promise of economic
success for our shareholders and our employees. In fact, our confidence in
the future caused the Board of Directors to raise the dividend rate and
split the stock two-for-one. By design, our employees participate in the eco-
nomic success we create, and therefore, 1995 should be a good year forall.
We thank our customers for their business, our emplovees for their
innovations and perseverance, and our shareholders for their support.

St S

Paul H. O’Neill
Chairman of the Bourd and Chiet Executive Officer

February 28, 1995
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Financial Review

(dollars in millions, except share amounts and ingot prices)

Five-Year Selected Financial Data 1994 1993 1992 1991 1990
Sales and operating revenues SO9H3 $ 90559 S 94915 $ 9,884.1 $10,710.2
Income before extraordinary loss and accounting changes* i 4.8 224 62.7 295.2
Extraordinary loss and accounting changes (67.9 - (1,161.6) - -
Net income (loss)* 375.2 4.8 (1,139.2) 62.7 295.2
Per common sharet
Before extraordinary loss and accounting changes 248 .02 12 .36 1.70
Net income 210 .02 (6.70) .36 1.70
Alcoa’s average realized price per pound for aluminum ingot .64 .56 39 67 75
Average US. market price per pound for aluminum ingot
{Metals Week) Gl .33 .58 .39 74
Cash dividends declared per common sharet S0 .80 .80 .89 1.53
Total assets 12,3552 11,596.9 11,023.1 11.178.4 11,413.2
Long-term debt (noncurrent) 1.029.8 1,432.5 855.3 1,130.8 1,295.3

*Includes net charges of $50.0, or 28 cents per common share, in 1994; $74.5, or 43 cents per share, in 1993; S1734, or SLO2 per share. in 1992
$2170, or $1.28 per share, in 1991; and §275.0, or S1.60 per share, in 1990. Also included in 1994 is a gain of $300.2, or §1.6Y per share.
tAll per share amounts have been restated 1o reflect the two-for-one stock split in February 1995.

Results of Operations

Earnings Summary
Earnings for the year, before unusual
items, were $193 compared with $79 in 1993.
Total revenues of $9,904 were S848 higher
than those for the previous year. Most of

- the revenue increase was from a higher-
value aluminum product mix and higher
shipments of nonaluminum products,
partially offset by lower prices for a number
of products.

Gross margin (sales and operating reve-
nues less cost of goods sold) was up $190
from 1993. The increase was helped by the
higher revenues and improved cost perfor-
mance. Margin was unfavorably affected
by higher purchased metal and other raw
material costs.

The following table summarizes
Alcoa’s results adjusted for unusual items
described later in this discussion.

g 1993 1992

Net income (loss) AR
Siguificant unusual items:
Gain from Alcoa/

WMC transaction

S 48 §(1,1392

S M 1739

Special charges, net

Extraordinary loss (It - 50.2

Accounting chianges, net - - LiNa
Adjusted net income SHoza $793 S0 1963

The year-to-year comparisons in the
discussion that follows on geographic and
segment information also exclude the
unusual items.

‘Geographic and Segment Information

Operating profit in 1994 was $513 com-
pared with $351 in 1993 and $533 in

1992. Operating profi, for geographic

and segment purposes, consists of sales
and operating revenues less operating
expenses — except interest expense, 110n-
operating income. income taxes and
minority interests. See Note P to the finan-
cial statements for additional geographic
and segment information.

Operations by Geographic Area

USA — Revenues of $5,574 were up 6%
from 1993 after a decline of 7% in 1993
from 1992. Most of the recovery in reve-
nues was due to higher fabricated products
shipments. Prices for these products
continued to be weak. Revenues were also
negatively affected by lower shipments

of aluminum ingot due to the idling of
410,000 metric tons (my) of U.S. smelting
capacity that began in 1993, Although the
average ingot price rose 137 from 1993,
lower ingot shipments more than offsct
that benefitand ingot revenues fell 23%.

U.S. operations had an operating loss
in 1994 of $65 compared with a loss of
$193 in 1993 and a profit of §55 in 1992.
The improvement from 1993 is principally
reflected in building products, forged
products and commercial rolled products.

Pacific — Revenues of S1,670 in 1994 were
down 5% from 1993. The Pacific area prin-
cipally reflects the activities of Alcoa of
Australia (AofA). The decline in revenues
was mainly due to a 10% drop in prices
for alumina, and lower shipments of
aluminum ingot resulting from production
cutbacks at AofA smelters. Operating profit
in 1994 was $29]1 compared with $399 in
1993 and $298 in 1992. The lower profit
reflects the effects of the decline in
alumina prices.

Other Americas — Revenues of §1,362 in
1994 jumped 44% from 1993. Alcoa Alu-
minio (Aluminio) in Brazil benefited from
higher shipments and prices in virtually all
of its product lines. Shipments and prices
of closures, particularly in the Mexican
operations, also improved. With these bene-
fits plus improved performance, operating
profit veached $239 in 1994 compared with
$139 in 1993 and $91 in 1992.



Europe — Revenues of §1,298 in 1994
improved by 21% over those in 1993. Oper-
ating profit in 1994 reached $48 compared
with $6 in 1993 and $90 in 1992. The most
significant improvements in both revenues
and profits came from Alcoa’s operations
in Hungary and in the Netherlands. Alcoa-
Kofém, located in Hungary, benefited
from higher fabricated products sales and
significantly greater plant utilization.

Operations by Segment

Alcoas integrated operations consist of
three segments: Alumina and Chemicals.
Aluminum Processing, and Non-Alumi-
num Products.

I. Alumina and Chemicals Segment

1o 1993 192
Revenues Slons SL437 S1.4922
Operating profit 277 373 273

Approximately two-thirds of the revenues
from this segment are from sales of
alumina. An oversupply of alumina that
began in 1992 continued into 1994. With
this overhang and smelter cutbacks world-
wide, prices for alumina fell 16% in 1992.
dropped slightly in 1993, and declined 12%
in 1994.

Alumina shipments rose 12% from 1993,

following an 8% increase from 1992 to 1993.

Part of the increase was due to full utiliza-
tion of AofA's Wagerup refinery expansion.
Revenues, on the other hand, were flat, as
the additional volume just about offset
lower prices. Revenues in 1993 were up 8%
from 1992 because of higher volume.

Revenues from alumina-based chemical
products were 13% higher than in 1993,
Higher volumes in the U.S. and Brazilian
markets more than offset continued pres-
sure on prices in the European market.
Revenues in 1993 fell 10% from 1992 due
primarily to lower demand and prices in
the US. and Europe.

Operating profit of S277 for this sezment
was down $96 from 1993. The chemicals
businesses showed about an 8% inprove-
ment. However, the alumina businesses
were unfavorably affected by lower prices
that more than offset lower unit produc-
tion costs.

I1. Aluminum Processing Segment

1944 1993 1992

Total aluminum

shipments (000 m1) 2.580 2,797
Revenues 6,477 85974 $6.517
Operating profit (loss) 145 n 289

Total aluminum shipments in 1994 were
down slightly from 1993 after falling 8%
from 1992 to 1993. The declines were
mostly from aluminum ingot, which refiects
the shutdown of 24% of the company’s *
smelting capacity.

Total revenues from this segment rose
8% from 1993 on higher sales of engi-
neered and flat-rolled products. This
segment had an operating profit of S145 in
1994 after sustaining a loss of $21 in 1993.
Factors contributing to the improvement
include a higher-value product mix, cost
reductions — including lower smeliing
costs — and the higher revenues. These
were partially offset by lower prices for
rigid comainer sheet (Rcs) for beverage
cans and higher cost of purchased metal.
The loss in 1993 was mainly in packaging
and aerospace markets, and from alumi-
num ingot operations. This segment’s ship-
ments and revenues are mace up of the
following product classes:

Product classes 1904 1993 1992
Shipments (000 metric tons)
Flat-rolled products tast 1,270 1,323
Engineered products ERN 379 353
Aluminum ingot 653 841 1,023
Other aluminum
products N2 89 98
Total shipmenis 2531 2,580 2,797
Revenues
Flat-rolled products $2974 $3.189
Engmeered products 1,328 1,327
Alumsnum imgot e K042 1,336
Other alununum
products T 430 463
Total revenues SdTh 85,974 $6.517

Aluminum Product Shipments

thouwands of metric tons

o ui 4

W 91

2 lagm
& Fabricated Products

19
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Flat-Rolled Products — A significant
portion of the shipments and revenues in
this product class comes from the sale of
KRCS. In 1993, Alcoa experienced severe
competition for Res market share. As a
result, RCS prices fell 9% from their 1992
level and declined 2% in 1994. Higher
demand for rcs in 1994 resulted in a 2%
increase in shipments from the year earlier.
Revenues, however, stayed about even.
Sheet and plate shipments, serving the
aerospace and commercial products
markets, were up 31% over 1993 despite
continuing weakness in the aevospace
sector. In both 1994 and 1993, shipments to
aerospace customers were down but were
more than offset by higher commercial
products sales. Revenues {or sheet and
plate were up 21% from 1993, due mostly to
the higher volume of comumercial products.

Engineered Products —The products in

this class include extrusions used principally

in the transportation and construction
markets, forgings and wheels, wire, rod
and bar, and automobile bumpers. Total
shipments of engineered products were up
14% from 1993 and revenues rose 23%. This
compares with a 7% rise in shipments in
1993 from 1992 while revenues were about
the same.

Shipments of extrusions were 17% higher
than in 1993 and revenues rose 22%.
Approximately one-half of 1994 revenues
for this product came from Europe and
Brazil. In 1993, shipments of extrusions
were down 12% from 1992 while revenues
fell 19%, reflecting the weak aerospace
market and declining prices.

Shipments of forged wheels for the
transportation market climbed 39% in
199+ with a similar increase in revenues.
These dramauic increases followed a 27%
increase in shipments from 1992 1o 1993
and a 31% increase in revenues.

Shipments of aluminum products for
the U.S. building and construction market
rose 27% in 1994: revenues were up 24%.

20

Aluminum Ingot — Alcoas sielters oper-
ated at approximately 80% of worldwide
rated capacity during 1994 as 450,000 mt
of capacity was idled due to the oversupply
of aluminum ingot on world markets
during the last several years. As a result,
ingot shipments in 1994 were 22% lower
than in 1993. Shipments in 1993 fell 18%
from 1992. The average U.S. market price
for ingot, which was 58 cents per pound
in 1992, fell to 33 cents in 1993. As world
imventories declined during 1994, ingot
prices began to recover and the average
L.S. price rose to 71 cents per pound. The
price in early 1995 has further risen to the
high 80 cent range.

Alcoa’s average realized price for ingot
in 1994 was 64 cents compared with
56 cents in 1993. Ingot revenues in 1994
were down 129 from 1993 after falling
22% in 1993 from 1992. Paruially oflsetting
lower volumes and prices in the US. and
Australia during 1994 were higher ingot
shipments and prices at Aluminio.

Other Aluminum Products — Shipments
of these products, which are principaliv
scrap and aluminum closures, were down
8% from 1993, mostly due to lower scrap
sales. Revenues, however, rose 10% on

the strength of higher prices for scrap.

In 1993, shipments of other aluminum
products were down 9% from 1992 while
revenues declined 8‘7c

IIL. Non-Aluminum Products Segment

149094 1993 1992
Revenues SLOtY S1,646  S1,533
Operating profit (loss) ai 5 {31)

Revenues from this segment were up 17%
in 1994 following a 6% increase in 1993.
Operating profit of $91 rose S86 from
1993. Revenues from packaging, retail and
copper conductor products for Aluminio
were up 66%. Alcoa Fujikura benehted
from strong auvtomobile sales i 1994: its
revenues rose 17%, principally from auto-
mobile wire harness sales. Alcoa Electronic
Packaging increased its revenues by over
200% from 1993 with greater plant utiliza-
tion and higher demand for clecuronic
components. Plastic closures revenues in

Latin American markets jumped 27%.
Alcoa is a leading supplier worldwide

of both plastic and aluminum closures.
Nonaluminum building products revenues
rose 14%.

Gain From Alcoa/wMmc Transaction

In December 1994, Alcoa recorded a gain
of $400.2 ($300.2 after-tax) from the acquisi-
tion by Western Mining Corporation Hold-
ings Limited (waic), located in Melbourne,
Australia, of a 40% interest in Alcoa’s
worldwide bauxite, alumina and inorganic
chemicals businesses. As part of the agree-
ment, Alcoa acquired an additvonal 9%
intervest in AofA. bringing its total interest
in that company to 60%. An additional
cash payment may be made by wac in the
yvear 2000 if certain financial performance
targets of the alumina chemicals businesses
are met. See Note C for additional infor-
mation about this tansaction.

Special Items

Included in income from operations in
199+ is a charge of $79.7 {S50.0 after-tax)
from closing a forgings and extrusion plant
in Vernon, California. The charge included
$32.8 for asset write-offs and §46.9 related
primarily to severance costs.

Special charges of $150.8 in 1993 ($98.0
after-tax) included $134.1 for severance costs
associated with permanent reductions of
hourly paid and salaried employees, mainly
in the company’s US. aluminum opera-
tions. The remaining $16.7 was associated
with closing certain businesses at several
plants, including the manufacture of alu-
minum rod at Rockdale, Texas. There was
also a credit of $354 related to tax rate
recluctions, partially offset by an $11.9
chavge for new three-year labor agreements.

The 1992 special charges of $251.6
($173.9 after-tax) consisted of $§95.7 for
redundancies and $155.9 for asset disposi-
tions. The dispositions included the shut-
down of a facility in South Bend, Indiana
and impairment of Alcoa Composites, Inc.
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Extraordinary Losses

The extraordinary losses in 1994 and

1992 of $679 and $50.2, respectively, were
from the early retirements of 7% discount
debentures that carried effective interest
rates through maturities in 2011 and

1996 of 14.7%. The losses were the unamor-
tized portions of the original discounts
that would have been paid at the time the
debt matured.

Costs and Other Income

Cost of Goods Sold — Cost of goods sold
in 1994 rose $639, or 9% from 1993. The
major contributors were:

B A higher-cost product mix $350
# Higher volume 263
& Higher prices for purchased

metal and other raw materials 215
These were partially offset by:

B Operating performance

and efficiencies 160

.

Cost of goods sold in 1993 was S152 lower
than in 1992 principally because of lower
volume — $275; operating performance —
SH0; and lower purchased metal costs—
$57 These were partially offset by costs
associated with new subsidiaries of SIS]
and inventory profits in 1992 of S76.

Selling and General Administrative
Expenses —These expenses vose 3% during
1994 and primarily reflect higher commis-
sions and compensation costs. Selling and
administrative expenses as a percent of
sales was 64% in 1994, 6.7% in 1993 and
6.2% in 1992,

Interest Expense — Interest expense was
up $19 from 1993 primarily because of
higher borrowings by Aluminio, higher
short-term interest rates and higher average
commercial paper outstanding during
nost of the vear. These were partially offset
by the favorable effects of carly redemption
in 1994 of high-cost debentures. At the end
of 1994, there were no US. commercial
paper borrowings outstanding. Comparing
1993 with 1992, an SIS decline i imterest
costs reflects lower vates and the pavment
n 1992 of high-cost discount debentures,

Income Taxes —Taxes on income in 1994
were $219, for an effective tax rate for the
year of 26.7%. The difference between this
rate and the US. statutory rate of 35% is
mostly due to a portion of the gain on the
Alcoa/wMc transaction being nontaxable.
The provision for income taxes in 1993
resulted in a tax benefit of §10 compared
with a tax cost of $132 in 1992. Besides the
effect of a lower level of pretax income
in 1993, the difference included the effects
of a change in Australia’s tax rate from
39% 10'33% in 1993. This resulted in a
S65 reduction to AofA's taxes. In addition,
the U.S. tax rate increased from 34% w0
35% in 1993. Although the rate increased,
Alcoa benefited by a one-time credit of
$10 because of its net delerred tax assets
in the U.S.

Other Income/Foreign Currency —
Included in other income are translation
and exchange gains (losses) of $(10.3} in
1994. S14.6 in 1993 and $(25.5) in 1992.

In 1994 there were unfavorable variances

at operations in Germany and Australia;
and in Mexico, the peso was devalued

in December. The favorable change in 1993
from 1992 was mainly at AofA where the
exchange rate moved from 78 cents 10

6S cents, and at Suralco, which was affected
by a significant devaluation of the Surinaime
guilder late in 1993. At the time of the
devaluation, Suralco was in a net monetary
liability position.

The effect on net income from trans-
lation and exchange gains (losses), after
taxes and minority interests, was $(9.6) in
1994, $9.0 in 1993 and $(1L.1) in 1992.

Alcoa’s Average Realized Ingot Price
aenls ey ponind

)
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Risk Factors

In addition to the risks inherent in Alcoas
worldwide business and operations, the
company is exposed generally to market,
financial, political, and economic risks.

Commodity Risks — Alcoa is a leading
global producer of aluminum ingot and
aluminum fabricated products. Aluminum
ingot is an internationally priced, sourced
and traded commodity. The principal trad-
ing market for ingot is the London Metal
Exchange (L.Mb). Alcoa participates in this
market by buying and selling forward
portions of its aluminum requirements
and output.

In 1993, when world metal prices reached
an all-time low, Alcoa temporarily idled
310,000 mt of its primary aluminum
production. Further reductions in early
1994 brought Alcoa’ total worldwide idled
capacity to 450,000 mt.

For purposes of risk assessment, Alcoa
divides its operations into four regions:
US., Pacific, Other Americas and Europe.
The Pacific, principally Australia, and the
Other Americas, principally Brazil, are in
net fong metal positions, and from time to
time, may sell production forward. Europe
has no smelting operations controlled by
Alcoa, and accordingly, is net short and
may purchase forward positions from time
to time. At the present time, forward pur-
chases activity within the latter three regions
is not material.

In 1994 the company had entered into
longer-term contracts with a variety of
customers in the US. for the supply of
approximately 1,500,000 mt of aluminum
products over the next several years.

As a hedge against the economic risk of
higher prices for metal needs associated
with these contracts, Alcoa entered into
long positions using principally futures
and option contracts. At December 31, 1994,
these contracts totaled approximately
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1,400,000 mt. The contracts flimit the unfa-
vorable effect of price increases on metal
purchases and likewise limit the favorable
effect from price declines. The futures
and option contracts are with creditworthy
counterparties and arve further supported
by cash, treasury biils or irrevocable letters
of credit issued by carefully chosen banks,
as appropriate.

For financial accounting purposes, the
gains and losses on the hedging contracts
are reflected in earnings concurrent with
the hedged costs. The cash flows from
these conuacts are classified in a manney
consistent with the underlying nature of
the transactions.

The volatility of aluminum market
prices can produce significant fluctuations
in the periodic mark-to-market measure-
ment of the futures and option contracts.
Focusing only on that valuation is mean-
ingless because the effect of price changes
on future hedged metal purchases will
approximately equal and offset the mark-

to-market valuation of the contract position.

Alcoa intends to close out the hedging

contracts at the time it purchases the metal’

from third parues, thus creating the right
economic match both in time and price.
The deferred gains on the hedging con-
wracts at December 31, 1994 are expected
to offset the increase in the price of the
purchased metal.

The expiration dates of the call options
and the delivery dates of the futures
contracts do not ahvays coincide exactly
with the dates on which Alcoa is required
to purchase metal in order to perform
under its customey agreements.

Accordingly, the company anticipates
rolling forward some of its futures and
option positions. This may result in signifi-
cant cash inflows if the hedging contracts
are “in-the-money” at the time they are
rolled forward. Conversely, there could be
significant cash outflows i metal prices
fail below the price of contracts being
rolled forward.

In late 1994 Alcoa implemented a
program to protect the unrealized gains
that result from the increase in metal
prices. Approximately 10% of its hedge
position was protected at the end of 1994
through the purchase of options from
highly rated financial insticutions. The
maximum risk on the option contracts is
the premiums paid.

In addition, Alcoa had 14.000 mt of
LME contracts outstanding at vear-end
1994 that cover fixed-price commiumeits
10 supply customers with metal from
internal sources. Accounting comention
requires that these contracts be marked-
to-market.

Alcoa purchases other commodities.
such as natural gas and copper, for its
operations and enters into contracts to elim-
inate volatility in the prices of such prod-
ucts. None of these contracts are muerial.

Financial Risk — Alcoa is subject to expo-
sure to fluctuations in foreign cunrvencies.
As a macter of policy, Alcoa enters into
foreign currency exchange contracts,
including forwards and options, to manage
its transactionatl exposure to changes in
currency exchange rates.

To keep financing costs as low as possi-
ble, Alcoa uses interest rate swaps to main-
tain a balance between fixed and floaung
rate debt.
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Risk Management — All of the aluminum
and other commodity contracts, as well as
the various types of financial instruments,
are straightforward. They are primarily
entered into for the purpose of removing
uncertainty and volatility, and principally
cover underlying exposures. Alcoas com-
modity and derivative activities are subject
to the management, direction and control
of its Strategic Risk Management Commit-
tee. The committee is composed of the
Chief Executive Officer, the Chief Finan-
cial Officer and other officers and employ-
ees that the Chiel Executive Officer may
select from time to time. The committee
reports to the Board of Directors at each
meeting on the scope of Alcoas activities
and programs.

In 1994 Alcoa tested its policies regard-
ing its dervatives and commodities trading
activities against the recommenclations
of the “Group of 30" A clarified policy was
approved by the Board. The “Group of
30" was a global derivatives study group
formed to help dealers and users better
manage risks and issues associated with
derivative activities. It was composed
of worldwide industry representatives,
bankers, central bankers and academics
whose recommendations included issues
related to the role of senior manage-
ment (including the board of directors),
authorization, control and disclosure
of derivatives. For additional information
on financial instruments, see Note R.

Environmental Matters

Alcoa participates in environmental assess-
ments and cleanups at a number of loca-
tions, including operating facilities and
adjoining property, at previously owned or
operated facilities and at Superfund and
other waste sites. Alcoa records a hability
for environmental remediation costs or

damages when a cleanup program becomes

probable and the costs or damages can be
reasonably estimated. See Note A for addi-
tional information.

As assessients and cleanups proceed,
the liability is adjusted based on progress
in determining the excent of remedial

actions and related costs and damages.
The liability can change substantially due
to factors such as the nature and extent
of contamination, changes in remedial
requirements and technological changes.

For example, there are certain matters,
including several related to alleged natural
resource damage or alleged off-site con-
taminated sediments, where investigations
are ongoing. It is not possible to determine
the outcomes or to estimate with any
degree of certainty the ranges of potential
costs for these matters.

Alcoa’s remediation reserve balance at
the end of 1994 was $329 and reflects the
most probable costs to remediate identified
environmental conditions for which costs
can be reasonably estimated. About 28%
of this balance relates to Alcoas Massena,
New York plant site. Remediation costs
charged to the reserve were $79 in 1994,
$71 in 1993 and $102 in 1992. They include
expenditures currently mandated as well
as those not required by any regulatory
authority or third parties.

Included in annual operating expenses
are the recurring costs of managing haz-
ardous substances and pollution. Such
costs are estimated to be about 2% of cost
of goods sold in 1994 and 1%% in 1993
and 1992.

Percent Return on Shareholders’ Equity

RRY
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Liquidity and Capital Resources

Cash From Operations
Cash from operations was $1,394 in 1994
compared with $535 in 1993. Among the
factors that accounted for the increase in
1994 over 1993 was a higher level of operat-
ing income in 1994. Additionally, working
capital provided cash in 1994 by reductions
in inventories and other current assets and
an increase in accounts payable. These were
paruially offset by higher accounts receiv-
able. In 1993 just the opposite occurred.
Cash outlays for the 1992-1994 special
items related to severance costs consist of
salary continuation payments for up to
wwo years, and pension and medical costs
to be paid over the lives of the emplovees.
The latter represents about 45% of the
total severance costs.

Financing Activities
Financing activities resulted in a net cash
outflow of $825 in 1994. In 1993 there

was a cash inflow of $§386. In 1994 the com--

pany paid off early its 7% discount deben-
tures due 2011 that had a face value of
5225 and an effective interest rate of 14.7%.
The unamortized discount was S108 at the
time of redemption. Proceeds from: issu-
ance in February 1994 of $230 of 5.75%
notes due 2001 were used to redeem the
7% debentures.

Alcoa’s US. commercial paper borrow-
ings, which had an outstanding balance
at the end of 1993 of $337, were also
liquidated in 1994. AofA also significantly
reduced its outstanding commercial paper
balance in 1994. Short-term debt was
reduced by S105 in 1994 compared with
an increase of $68 in 1993,

Debt as a percent of invested capital
was 15% at the end of 1994 compared with
22% and 15% at the end of 1993 and 1992,
respectively.

In July 1994, Alcoa entered into a one
billion dollar, five-year revolving credit
facility with a group of international banks,
replacing the previous $750 facility. The

24

new arrangement will be used to back the
issuance of commercial paper.

Dividends paid to shareholders were
$144 in 1994 compared with $142 in 1993
and $139 in 1992. In November 1994,
Alcoa’s Board declared a two-for-one stock
split distributable on February 25, 1995.
The Board also approved two changes in
the company’s common stock dividend
policy: an increase in the base quarterly
dividend and a change in the payment
schedule for the extra dividend above the
base dividend. The base quarterly dividend
was increased from 20 cents 1o 22.5 cents
per common share. The extra dividend
payment of 30% of Alcoas annual earnings
in excess of $3.00 per share will be paid
in the following vear in equal quarterly
installments with the base quarterly divi-
dend instead of in a single payment. -

Dividends paid to minority interests of
S148 in 1994 included S86 paid by AofA
and $19 paid by Aluminio. In 1993, such
dividends totaled $159, including $126 and

S18 paid by AofA and Aluminio, respectively.

Investing Activities

Cash used for investung activities in 1994
amounted to $375 compared with $1.050
in 1993. In both years, the most significant
outlay was for capital expenditures. Spend-
ing for capital projects in 1994 was $612,
down $145 from 1993 and reflects contin-
ued focus on improving manufacturing
processes with a minimum of capital
spending. More than one-half of the
expenditures were for sustaining activities.

Capital expenditures for new and
expanded facilities for environmental
control in ongoing operations were $43
in 1994, $76 in 1993 and $75 in 1992.

Cash inflows from imvesting activities in
1994 consisted mainly of liquidating short-
term investments, primarily at AofA.
AofA used the proceeds to pay down its
commercial paper borrowings. Addition-
ally, Alcoa received a partial payment
from the Alcoa/wsic transaction of SGS.
Additiona] net proceeds of $367 related
10 this transaction were received in early
January 1995,

Cash from Operations
millions of dollars
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Management's Report to
Alcoa Shareholders

The accompanying financial statements
of Alcoa and consolidated subsidiaries
were prepared by management, which

is responsible for their integrity and
objectivity. The statements were prepared
in accordance with generally accepted
accounting principles and include
amounts that are based on managements
best judgments and estimates. The other
financial information included in this
annual report is consistent with that in
the financial statements.

The company maintains a system of
internal conuols, including accounting
controls, and a strong program of internal
auditing. The system of controls provides
for appropriate procedures that are con-
sistent with high standards of accounting
and administration. The company believes
that its system of internal controls provides
reasonable assurance that assets are safe-
guarded against losses from unauthorized
use or disposition and that financial
records are reliable for use in preparing
financial statements.

Management also recognizes its respon-
sibility for conducting the companys affairs
according to the highest standards of per-
sonal and corporate conduct. This respon-
sibility is characterized and reflocted in key
policy statements issued from time to time
regarding, among other things, conduct
of its business activities within the laws of
the host countries in which the company
operates and potentially conflicting outside
business interests of its employees. The
company maintains a systematic program
to assess compliance with these policies.

Mw&u‘“

Paul H. O’'Neill

Chairman of the Board and Chief Execuuve Officer

f—

Jan H. M. Hommen

Executive Vice President and Chief Financial Qfficer

Audit Committee Report

The Audit Committee of the Board of
Directors, which is composed of five inde-
pendent directors, met five times in 1994.
The Audit Committee oversees Alcoas
financial reporting process on behalf
of the Board of Directors. In fulfilling
its responsibility, the committee recom-
mended to the Board the reappointment
of Coopers & Lybrand as the company’s
independent public accountants. The Audit
Committee reviewed with the Director —
Internal Audit and the independent
accountants the overall scope and specific
plans for their respective audits. The com-
mittee reviewed with management Alcoa’s
annual and quarterly reporting process,
and the adequacy of the companys inter-
nal controls. Without management present.
the committee met separately with the
Director — Internal Audit and the indepen-
dent accountants to review the results of
their examinations, their evaluations of the
company’s internal controls, and the over-
all quality of Alcoa’s financial reporting.

A e A

Franklin A. Thomas

Chairman, Audit Committee

Independent Auditor’s Report

To the Shareholders and Board of Directors
Aluminum Company of America (Alcoa)

\\e have audited the accompanying con-
solidated balance sheet of Alcoa as of
December 31, 1994 and 1993, and the
related statements of consolidated income,
shareholders’ equity and consolidated cash
flows for each of the three years in the
period ended December 31, 1994. These
financial statements are the responsibility
of Alcoa’s management. Our responsibility
is to express an opinion on these financial
statements based on our audits.

WWe conducted our audits in accordance
with generally accepted auditing standards.
Those standards require that we plan and
perform the audit to obtain reasonable
assurance about whether the financial
statements are free of material misstate-
ment. An audit includes examining,
on a test basis, evidence supporting the
amounts and disclosures in the financial
statements. An audit also includes assessing
the accounting principles used and sig-
nificant estimates made by management,
as well as evaluating the overall financial
statement presentation. We believe that
our audits provide a reasonable basis for
our opinion.

In our opinion, the financial statements
referred to above present fairly, in all
material respects, the consolidated finan-
cial position of Alcoa at December 31, 1994
and 1993, and the consolidated results of
its operations and its cash flows for each
of the three years in the period ended
December 31, 1994 in conformity with
generally accepted accounting principles.

As discussed in Notes § and V to the
consolidated financial statements, Alcoa
changed its methods of accounting for
income taxes and postretirement benefits
other than pensions in 1992.

@J«I.AWZ’Z’.’%

600 Grant St., Piusburgh, Pa.
January 15, 1995
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Statement of Consolidated Income

Alcon and sulnidiaries

F}

For the year ended December 31 1994 1993 1992
(in millions, except share amounts)
Revenues
Sales and operating revenues (P) $ 9,904.3 $9,055.9 $9.491.5
Gain from Alcoa/wMc transaction (C) 400.2 - -
Other income, principally interest 87.0 93.0 96.9
: 10,391.5 9,148.9 9,588.4
Costs and Expenses
Cost of goods sold and operating expenses 7.843.7 7,187.0 7.339.1
Selling, general administrative and other expenses 6327 603.6 586.8
Research and development expenses 125.8 130.4 212.2
Provision for depreciation, depletion and amortization G71.3 692.6 682.4
Interest expense (N) 1067 87.8 105.4
Taxes other than payroll and severance taxes 107.1 105.6 1123
Special items (D) 7.7 150.8 251.6
9.569.0 8,957.8 9,289.8
Earnings
Income before taxes on income 3225 191.1 298.6
Provision (credit) for taxes on income (S) 2192 (10.3) 132.3
Income from operatious 603.3 201.4 166.3
Minority interests (K) (160.2) (196.6) (143.9)
Income before extraordinary loss and accounting changes 4431 4.8 22.4
Extraordinary loss on debt prepayments, net of tax benefits of
$404 in 1994 and $25.8 in 1992 (D) (G7.4) - (30.2)
Cumulative effect of accounting changes for: -
Postretirement benehts, net of S667.2 tax benefit (V) - - (1,166.4)
Income taxes (S) - - 55.0
Net Income (Loss) S 3739 $ 4.8 $(1,139.2)
Earnings (Loss) per Common Share: (B and L)
Before extraordinary loss and accounting changes S 2438 s .02 $ 12
Extraordinary loss (.38) - (.30)
Accounting changes:
Postretirement benehts - - (6.85)
Income taxes - - 33
Earnings (Loss) per common share S 240 $ 02 $ (6.70)

The accompanying notes are an integral part of the financial statements.
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Consolidated Balance Sheet

Alcoa and subsidiaries
December 31 1994 1993
(in millions)
Asscts
Current assets:
Cash and cash equivalents (includes cash of $177.5 in 1994 and $58.0 in 1993) (R and T) S 6192 S 4117
Short-term investments (R) B 243.6
Receivables from customers, less allowances: 1994-$374; 1993-$33.2 1.440.6 1,218.7
Receivable from wnmc, net (C) 366.9 -
Other receivables 182.5 211.3
Inventories (E) 11442 1,227.2
Deferred income taxes 233.6 103.2
Prepaid expenses and other current assets 1O8.7 286.8
Total current assets 4.153.2 3,702.5
Properties, plants and equipment (F) 6.63¢.4 6.506.8
Other assets (G) 1A10.6 1,387.6
Total Assets S12.555.2 $11,596.9
Liabilities
Current liabilities:
Short-term borrowings (weighted average rate 7.9% in 1994 and 5.8% in 1993) (R) S O961.9 S 3625
Accounts payable, trade 73098 596.3
Accrued compensation and retirement costs 363.9 288.0
Taxes, including taxes on income 303.0 364.3
Provision for lavoffs and impairments (D) 844 128.8
Other current habilities 337.0 302.2
Long-term debt due within one vear 154.0 50.8
Total current liabilities 25535 2,092.9
Long-term debt, less amount due within one vear (H and R) - 1.029.8 1,432.5
Accrued postretirement benefits (V) 1,830.5 1,845.2
Other noucurrent liabilities and deferred credits (I) 1.O1LS 1,022.2
Deferred income taxes 220.6 231.1
Total liabilities 6.666.2 6,623.9
Minority Interests (A, C and K) 1.687.8 1,389.2
Contingent liabilities (O) - -
Shareholders’ Equity
Preferred stock (M) 358 55.8
Common stock (B and M) 178.7 88.8
Additional capital (BB) 6635 715.9
Translation adjustment (A) (68.0) (188.5)
Retained earnings 30784 2,946.1
Unfunded pension obligation +.0) (7.0)
Treasury stock, at cost “H (27.3)
Total shareholders’ equity 3.4094.2 3,583.8
Total Liabilities and Equity S1R2.558.2 $11,596.9
The accompanying notes e an integral pa 1 of the financial statements.
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Statement of Consolidated Cash Flows

Alcoa and subsidiarics

For the year ended December 31 1994 1993 1992
(in millions)
L
Cash from Operations
Net income (loss) S 375.2. $ 4.8 $(1.139.9)
Adjustments to reconcile net income (loss) to cash from operations:
Depreciation, depletion and amortization 688.8 7111 710.1
Gain from Alcoa/\wMC transaction (400.2) - -
Reduction of assets to net realizable value 32.8 16.7 144.3
Reduction in deferred income taxes (53.6) (124.5) (S8.0)
Equity earnings before additional taxes, net of dividends 5.1 1.7 148
Provision for special items 16.9 134.1 107.4
Gains from investing activities (10.3) (1.3) (7.2
Book value of asset disposals 474 20.8 15.3
Accounting changes - - L1114
Extraordinary loss 67.9 - 30.2
Minority interests 160.2 196.6 143.9
Other (1., (11.4) 33.9
(Increase) reduction in receivables (153.0 15.6 S4.5
(Increase) reduction in inventories 115.8 (130.2) 166.7
(Increase) reduction in prepaid expenses and other current assets 1294 (152.2) 70.8
Increase (reduction) in accounts payable and accrued expenses 336.6 (202.8) (248.7)
Increase (reduction) in taxes, including taxes on income (6.8) (6.0) (.6)
Payment of amortized interest on deep discount debt (8.6) - 163.8)
Net change in noncurrent assets and liabilities 25.9 52.0 82.3
Cash from operations ,308.6 535.0 1.208.1
Financing Activities
Net additions (reduction) to short-term borrowings (104.9) 67.5 244.0
Common stock issued and treasury stock sold 61.7 < 17.7 36.2
Dividends paid to shareholders (144.4) (142.3) {138.9)
Dividends paid to minority interests (148.1) (159.3) (140.9)
Additions to long-term debt 1949 748.0 3384
Pavments on long-term debt (934.4) (145.8) (637.1)
Redemption of subsidiary preferred stock (30.0) - -
Cash from (used for) financing activities (825.2) 385.8 (348.3)
Investing Activities
Capital expenditures 611.7) (757.0) (788.8)
Acquisitions, net of cash acquired (9.6 (16.3) (7.7)
Sales of subsidiaries - - 12.6
Additions to investments (21.2) (5.9 (127.1)
Sales of investments - 3 50.3
Reductions in minority interests #4.7) (14.2) (18.4)
Proceeds from Alcoa/wMC transaction 67.8 - -
Short-term investments 230.8 (243.6) -
Other receipts 4.9 5.8 7.6
Other payments (21.2) (19.3) 21.4)
Cash {used for) investing activities (374.9) (1,050.4) 1892.7)
Effect of exchange rate changes on cash 14.0 (6.9) 144.7)
Net change in cash and cash equivalents 207.5 (136.5) (77.6)
Cash and cash equuvalents at beginning of year 411.7 548.2 625.8
Cash and cash equivalents at year-end S H10Y S 4117 S 348.2

The accompanying notes are an integral part of the inancial stements.
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Statement of Shareholders’ Equity Alcoa and subsidiarics

Unfunded
Preferred Common Additional Translation Retained  pension  Treasury Shareholders’
December 31 stock stock capital adjustment  earnings obligation stock equity
(in millions, except share amounts)
Balance at end of 1991 $55.8 $ 88.8 $713.8 S (55.8) $4,378.1 - $(243.3) $4,937.4
Net loss—1992 (1,139.2) (1,139.9)
Cash dividends:
Preferred @ $3.75 per share 2.1) 2.1
Common @ 3.80 per share (136.8) (136.8)
Stock issued: compensation plans ' 1.2 (10.7) 45.7 36.2
Stock issued: debt conversions 1.0 1.0
Translation adjustments (92.2) (92.2)
Balance at end of 1992 53.8 88.8 715.0 (148.0) 3,089.3 - (196.6) 3,604.3
Net income -1993 4.8 1.8
Cash dividends:
Preferred @ $3.75 per shave .n @.n
Common @ S.80 per share (140.2) (140.2)
Stock issued: compensation plans 9 (3.0 19.8 19.7
Stock issued: debt conversions " @.7 149.5 146.8
Minimum pension liability
adjustments $(7.0) (7.0)
Translation adjustments (40.3) (40.5)
Balance at end of 1993 53.8 88.8 715.9 (188.5) 2,946.1 (7.0) (27.3) 3,583.8
Net income -1994 375.2 375.2
Cash dividends:
Preferred @ $3.75 per share 2.1 (2.1
Common @ $.80 per share (142.3) (142.3)
Tiwo-for-one stock split 59.3 (859.3) -
Stock issued: comnensation plans .6 36.9 (3.0 - 27.2 61.7
Minimum pension liability
adjustments 3.0 3.0
Translation adjustments 119.9 119.9
Balance at end of 1994 $35.8 S178.7 $663.5 S (63.6) S$3.173.9 S(4.0) S (b $ 3,999.2
Share Activity (B) Common Stock
Preferred stock Issued Treasury Net outstanding
Balance at end of 1991 557,649 177,608,440 (7,443,802) 170,164,638
Stock issued: compensation plans 1,262,274 1,262,274
Stock issued: debt conversions 32,256 32,256
Balance at end of 1992 557,649 177,608,440 (6,149,272) 171,459,168
Stock issued: compensation plans 610,452 610,452
Stock issued: debt conversions 4,652,936 4,652,936
Balance at end of 1993 557,649 177,608,440 (885,884) 176,722,556
Stock issued: compensation plans 1,106,538 883,382 1,959,920
Balance at end of 1994 557.649 178.714.978 (2.502) 178.712,476
The accompanying notes are an isstegyal part of the financial stiements.
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Notes to Consolidated Financial Statements

wollars in millions, except share amounts)

A. Summary of Significant Accounting Policies

Principles of Consolidation. The consolidated financial statements
include the accounts of Alcoa and companies more than 50%
owned. Also included are joint ventures in which Alcoa has an
undivided interest. Investments in othier entities are accounted
for principally on an equity basis.

Inventory Valuation. Inventories are carried at the lower of cost
or market, with cost for a substantial portion of U.S. inventories
determined under the last-in, first-out (LiFO) method. The cost
of other inventories is principally determined under the average
cost method.

Depreciation, Depletion and Amortization. Depreciation is recorded
principally on the straight-line method at rates based on the esti-
mated useful lives of the assets. The book value of obsolete assets
is charged to depreciation expense when they are scrapped. Prof-
its or Josses from the sale of assets are included in other income.
Repairs and maintenance are charged to expense as incurred.

Depletion is taken over the periods the estimated mineral
reserves are extracted.

Environmental Expenditures. Expenditures that relate to current
operations are expensed or capitalized, as appropriate. Expendi-
tures that relate to an existing condition caused by past operations,
and which do not contribute to future revenues, are expensed.
Liabilities are recorded when remedial efforts are probable and
the costs can be reasonably estimated. The liability for remedia-
tion expenditures may include, as appropriate, elements of custs
such as site investigations, consultants' fees, feasibility studies,
outside contractor expenses and monitoring expenses. Estimates
are not discounted, nor are claims for recovery recognized. The
estimates also include costs apportioned to other potentially
responsible parties to the extent that Alcoa has reason to believe
such parties will not fully pay their proportionate share. The
liability is periodically reviewed and adjusted to reflect current
remediation progress, prospective estimate of required activity,
and other factors that may be relevant, including changes in
technology or regulations.

Interest Costs. Interest related to construction of qualifying assets
is capitalized as part of construction costs.

Futures Contracts. Alcoa enters into forward and futures contracts
to cover exposures for foreign exchange, interest rates and
commodities that are primarily accounted for as hedges of its
committed and, in some cases, anticipated revenues and costs.
The gains and losses on these contracts are reflected in earnings
concurrently with the hedged revenues or costs. The cash flows
from these contracts are classified in a manner consistent with
the underlying nature of the transactions.

30

Intangibles. The excess of purchase price over net tangible assets
of businesses acquired is included in other assets in the consoli-
dated balance sheets. It is Alcoa’s policy to amortize intangibles on
a straight-line basis over not more than forty years. The carrying
value of intangibles is evaluated periodically in relation to the
operating performance and future undiscounted cash fAows of
the underlying businesses. Adjustments are made if the sum of
expected future net cash flows is less than book value.

Foreign Currency. The local currency is the functional currency
for Alcoa’s significant operations outside the US., except in Brazil,

Reclassification. Certain amounts in previously issued financial
statements were reclassified to conforin to 1994 presentations.

B. Common Stock Split

On November 11, 1994, the Board of Directors declared a two-
for-one common stock split distributable on February 25, 1995

to shareholders of record at the close of business on February 3,
1995. In this report, all per share amounts and numbers of shares
have been restated to reflect the stock split. In addition, an
amount equal to the one dollar par value of the shares outstand-
ing at December 31, 1994 has been transferred from additional
capital to common stock.

C. Gain From Alcoa/wnc Transaction

In December 1994, Alcoa recorded a gain of $400.2 (§300.2 after-
tax) from the acquisition by Western Mining Corporation Holdings
Limited (wMme), located in Melbourne, Australia, of a 40% interest
in Alcoa’s worldwide bauxite, alumina and inorganic chemicals
businesses. As part of the agreement, Alcoa acquired an addi-
tional 9% interest in Alcoa of Australia, bringing its total interest
in that company to 60%. An additional cash payment may be
made by wMC in the year 2000 if certain financial performance
targets of the chemicals businesses are met. Alcoa has indemnified
wMC for certain preformation environmental and other liabilities.
The significant effects of the transaction on the year-end
balance sheet were increases of $68 in cash, $367 in net receiv-
ables and $202 in goodwill; offset by an increase in minority inter-
ests of $230. The net receivable was collected in early January
1995. If this transaction had occurred at the beginning of 1994,
net income for the year would not have been materially different.

D. Special and Extraordinary Items

Special items in 1994 consisted of a charge of $79.7 ($50.0 after-
tax) from closing a forgings and extrusion plant in Vernon,
California. The charge included $32.8 for asset write-offs and
$46.9 primarily related to severance costs.

Special items of $150.8 in 1993 (§98.0 after-tax and minority
interests) included $134.1 for severance costs associated with
permanent reductions of hourly paid and salaried employees,
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mainly in the company’s US. aluminum operations. The remain-
ing $16.7 was associated with closing certain businesses at several
plants, including the manufacture of aluminum rod at the
Rockdale, Texas plant.

Special items in 1992 totaling $231.6 (§173.9 after-tax and
minority interests) consisted of $95.7 for redundancies and $155.9
for asset dispositions. The dispositions included the shutdown
of a facility in South Bend, Ind. and impairment of Alcoa
Composites, Inc.

The extraordinary losses in 1994 and 1992 were from early
redemption of 7% debentures due 2011 and 1996, respectively, that
carried effective interest rates of 14.7%.

E. Inventories

December 31 1944 1993
Finished goods S 206 S 3173
Work in process 436, 415.7
Bauxite and alumina 195.2 165.9
Purchased raw materials [KING] 188.2
Operating supplics 1125 140.1

SEI42 $1.227.2

Approximately 55% of total inventories at December 31, 1994 were
valued on a LIFO basis. If valued on an average cost basis, total
inventories would have been $691.9 and $623.9 higher at the end
of 1994 and 1993, respectively. During 1992 certain ti¥0 inventory
quantities were reduced and flowed through cost of goods sold at
prior vears' lower costs rather than at current costs. The effect of
this reduction increased pretax income from operations by $49.9.

F. Properties, Plants and Equipment, at Cost

December 3{ 1994 1993
Land and land rights, including mines S owRe s 2290
Structures 5.860.0 3,603.4
Machinery and equipment 10,0007 9,317.7
[ENE ) 13,150.1
Less, accumulated depreciation and depletion 7.812.9 7,093.9
G.288.8 6,056.2
Construction work in progress 400.6 450.6
S 66801 § 65068
G. Other Asscts

Dectaber 31 10404 1993
Investments, principally equity investments LRRENRY S 3222

Intangibles, net of accumulated amortization
of $208.3 in 1994 and SI189.8 in 1993 RUND 179.2
Noncurrent receivables 676 218.9
Deferred income taxes RN 431.5
Deferved charges and other SRR 235.8
~EAn S1,387.6

H. Long-Term Debt
December 31

us.
4.625% Notes payable, due 1996 N
5.75% Notes payable, due 2001
Bank loans 7.5 billion ven, due 1999,
@4% hxed rate) R -
Discount debentures 7%, $225 face amount,
due 2011 (14.7% effective vield) -
Commercial paper (3.6% average rate) -
Tax-exempt revenue bonds ranging from
3.7% 10 7.3% due 2000-2012 | 1335
Alcoa Aluminio
Variable rate note due 1995-2001 18.25 and

1R

17530 S

247N -

5.8% average rates) el 28T

Alcon of Australia
Euro-commercial paper. variable rate, due 1997

(3.9% and 34% average rates) 1o 302.0

Other subsidiaries St 89.5

LSS 1.483.3

Less, amount due within one vear th 308

Shanvs SL325

The amount of long-term debt maturing in each of the next five
years is $154.0 in 1993, $276.8 in 1996, S$222.7 in 1997, $47.0 in 1998
and S86.9 in 1999.

Alcoas Revolving Credit Agreement of $1,000 with a group of
international banks matres in July 1999. Under the agreement,
certain levels of consolidated net worth and working capital must
be maintained while commercial paper balances are outstanding.

The commercial paper issued by Alcoa apd the Euro-com-
mercial paper issued by Alcoa of Australia are classified as long-
term debt since they are backed by long-term revolving credit
agreements.

1. Other Noncurrent Liabilities and Deferred Credits

December 31 HLE] 1993
On-site environmental remediation $ 2827 $ 348.0
Other noncurrent liabilities A3 437.1
Deferred credits 217N 237.1

SLOTLS $1,022.2

J. Lease Expense

Certain equipment, warehousing and office space, and ocean-
going vessels are under operating lease agreements. Total expense
for all leases was S71.6 in 1994, $73.7 in 1993 and $74.8 in 1992.
Under long-term operating leases, minimum annual rentals are
$32.3 in 1995, $28.2 in 1996, $22.5 in 1997, S15.3 in 1998, $10.8 in
1999, and a total of $30.2 for 2000 and thereafter.
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K. Minority Interests

The following table summarizes the minority shareholders’ inter-
ests in the equity of consolidated subsidiaries.

December 31 1994 1993
Alcoa of Australia S 588.1 S 616.1
Alcoa International Holdings Company (aino) N0 250.0
Alcoa Aluminio 340.7 164.9
Alcoa Brazil Holdings Company canH() - 102.1
Alcoa Alumina and Chemicals $27.4 -
Other majority-owned companies 2311 256.1

. SIGS7TH  S1.389.2

AIHCS minority interests consist of three series of preferred stock
with a weighted average annual dividend rate of 4.2% for 1994,
5.1% for 1993 and 6.7% for 1992.

During 1994, the minority shareholder of aBHcC exchanged its
interest in ABHC for common shares of Alcoa Aluminio. Addition-
ally, Alcoa Aluminios minority shareholder converted $214.7 of
preferred stock to common stock.

Alcoa Alumina and Chemicals represents the primary entity
formed by the Alcoa/w»ic transaction.

L. Earnings per Common Share

Primary earnings per common share are computed by subtracting
annual preferred dividend requirements from net income, and
dividing that amount by the weighted average number of common
shares outstanding during each year. The average number of
shares used to compute primary earnings per common share was
177,881,428 in 1994, 175,346,282 in 1993 and 170,948,178 in 1992.
Fully diluted earnings per common share are not stated since the
dilution is not material.

M. Preferred and Common Stock

Preferred Stock. Alcoa has two classes of preferred stock. Serial
preferred stock has 557,740 shares authorized, with a par value per
share of $100 and an annual $3.75 cumulative dividend preference
per share. Class B serial preferred stock has 10 million shares
authorized (none issued) and a par value of §1 per share.

Common Stock. There are 300 million shares authorized at a par
value of $1 per share. As of December 31, 1994, shares of common
stock reserved for issuance were:

Nennher af shares

Long-term stock incentive plan V.H3.040
Employees’ savings plans [REPRIOH
Incentive compensanion plan KRN
Lineh son

32

Stock options under the long-term stock incentive plan have been
and may be granted, generally at not less than market prices on
the dates of grant, except for the §.50 per share options issued as
a payout of earned performance share awards. At December 3],
1994, options for 4,242,636 shares were exercisable.

The transactions for shares under option were:

8] 1993 1992
Outstanding, beginning of year:
Number 3042852 6,572,104 6,028.062
Price S30-40.07  $.50—40.07 $.50-38.4
Granted: '
Number 5.0M1798 2963458 31634004
Price SHINS~HET? $.50-38.57 5.50-40.07
Exercised:
Number GA2H9021 (L333,092)  (2,600.162)
Price SA0-1025 0 $50-36.57  $.50-40.07
Expired or canceled (D7.098) (149,618) (23,504
Outstanding. end of year:
Number 7.000.000 8,032,832 G,572.104
Price 200-44.72 0 §.50-40.07  $.50-40.07
Shares reserved for future options
at end of vear 1758950 5.006,192  7.354.240
N. Interest Cost Components
194)-§ 1993 199
Amount charged to expense She s $87.8 S105.4
Amount capitalized 1.5 35 11.1
stos.e $91.3 $116.5

- .

O. Contingent Liabilities

Various lawsuits and claims and proceedings have been or may be
instituted or asserted against Alcoa, including those pertaining to
environmental, product liability, and safety and health matters.
\While the amounts claimed may be substantial, the ultimate
liability cannot now be determined because of the considerable
uncertainties that exist. Therefore, it is possible that results of
operations or liquidity in a particular period could be materially
affected by certain contingencies. However, based on currently
available facts, management believes that the disposition of
matters that are pending or asserted will not have a materially
adverse effect on the financial position of the company.

Under a power contract that expires no earlier than 2011,
Alcoa is entitled to a fixed percentage of the annual output from
a Northwest US. hydroelectric facility. Alcoa makes minimum
annual payments of $8 whether or not it receives power. Alcoa
could be required to increase its participation if other parties
to the contract default. If all other parties had defaulted as of
December 31, 1994, Alcoas maximum liability would have been
about $190. There is no reason to believe the other parties will
default or that power will not be provided.
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P. Segment and Geographic Area Information

Alcoa is primarily an integrated producer of aluminum products.
Alcoas operations consist of three segments: Alumina and Chemi-

cals, Aluminum Processing, and Non-Aluminum Products.

The Alumina and Chemicals segment includes the production
and sale of bauxite, alumina, alumina chemicals and transporta-

tion services.

The Aluminum Processing segment comprises the production
and sale of molten metal, ingot, and aluminum products that
are flat-rolled, engineered or finished. Also included are power,

transportation and other services.

The Non-Aluminum Products segment includes the production
and sale of electrical, ceramic, plastic and composite materials
products, manufacturing equipment, gold, magnesium products,

and steel and titanium forgings.

Segment information 1904 1993 1992 Geographic area information 1904 1993 1992
Sales 10 customers: Sales to customers:
Alumina and chemicals S LS §$ 14365 S 14216 usa S AATH0 8§ 52794 § 5,658.6
Aluminum processing 6,476.5 5,973.6 6,516.9 Other Americas L3624 9482 1,055.9
Non-aluminum praducts Lot 1.645.8 1,553.0 Pacific Ledud 17523 L7102
intersegment sales: (1) Europe 12078 1,075.8 1,066.3
Alumina and chemicals 0 649.3 671.8  Transfers between geographic areas: (1)
Aluminum processing 3.0 13.6 22,0 usa 650 8324 1.001.6
Non-aluminum products 718 729 61.5 Other Americas JRU 342.6 253.6
Eliminations (375.5) (735.8) (753.3) Pacific e 36.1 54.3
Total sales and operating revenues S OMHS $9,035.9 S 94915 Europe [ 23.3 65.1
- . Eliminations (10870 (1,2390.9 (1,374.6)
OF.):ll:x:li]fapz::\)glcg:i?igimcspcml S s $ 3727 5 2782 Total sales and operating revenwes | 3 97ii 290939 S 94913
Aluminum processing 144.7 21.2) 288.5  Operating profit (loss) before special items:
Non-aluminum products u1.2 5.0 (31.0 usa S § (193§ 55.0
Unallocated - (3.1 (2.5) Other Amencas 2300 139.5 90.9
“Total S OSH32 S 3514 S 5339 Pacific U 399.2 297.6
- . Europe A8 5.8 89.7
Opcranf\g profit (loss) after special items: L . Total S alho S8 3314 S 5332
Alumina and chenucals RN $ 3656 S 2735 S = et it e e
Aluminum processing [IRN¢} (153.0) 181.9  Operating profit (loss) after special wems'
Non-aluminum products ure 4.9 (171.3) USA S b, o8 (3407)  § (176.5)
Unallocated - 5.1 (2.3) Other Americas 200 139.5 87.0
Total operating profit 4585 200.6 981.6 Pacific 2911 399.2 297.6
Gain [rom Alcoa/ivmc transaction Ao - - Europe SRy 2.6 73.5
Other income 87.0 93.0 96.9 Total uperating profit S o4u35 S 2006 2§ 2816
Add (deduct) other income in Identifiable assets
operating profits 3.0 (14.7) 233 cnunable : .
lnlc}:esl cxgcl;:xse N7 87.8 1054 usa . s "‘:"0'? $ 62709 $ 60023
- T Other Americas L7925 1,691.4 1.441.9
Income before taxes on income S o825 $ 1911 § 2986 Pacific 96461 23342 92.345.6
Identifiable assets: Europe 11243 920.6 759.4
Alumina and chemicals NIRERA $ 2,854.3 S 2,685.5 Total identifiable assets 1. 11,267.1 10,639.2
Aluminum processing [IXBOAY) 6,929.1 6,640.1 . .
Non-aluminum products 1.607.1 1,483.7 1,313.6 Capital expenditures: . .
— - = USA S OUY § 4050 0§ 4576
Total identifiable assets KN 11,267.1 10,639.2 Other . . -
) ther Americas (RIS 105.0 75.1
l(]\'csl|11enls 3‘2‘2.‘_? 56?.9 Pacific 6 162.7 184.5
Corporate asscts (2) 7.6 15.0 Europe g $13 71.6
lotal assets o S11.5969 S11,023) Total caputal expenditures S w6llT s 7370 § 7888
Depreciation and depletion: _ (1) Translers between segments and geographic areas are based on generally
.-\lnmfna and Ch(.‘l‘l).ICZIIS 3 li"n!.).l $ 1-34.5 S 1376 prevailing market prices.
"\.l“"“"‘"“ processing 430 475.3 453.0 (2) Corporate assets in 1994 include cash of $68 and a net receivable of $367
Non-aluminum products i 85.1 848 reluted to the Alcoa/wsmc transacuion,
Total depreciation and depletion (3) S 6851 § 7049 S 7034 (3) Includes depreciation of $I71 m 1994, $12.3 in 1993 and $23 in 1992 reported
Camital expenditures: as research and developrent expenses in the income statement
pital expenditures:
Alumina and chemicals Sy § 2326 S 9345
Aluminum processing s 193.7 1621 Total exports from the US. in 1994 were S988 compared with
Non-aluminum products S 100.7 022 S896 in 1998 and S993 in 1992.
“Toral capital expenditures S 6l § 75370 S O78SR
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Q. Majority-Owned Subsidiaries

The condensed financial statements of Alcoas principal majority-
owned subsidiaries follow.

Alcoa Aluminio S.A. — a 39%-owned Brazilian subsidiary:

December 31 144 1993
Cash and short-term investments S 343 S 1602
Other current assets 37641 283.7
Properties, plants and equipment, net 0920.0 870.8
Other assets (LR 207.8
Total assets 1oL 1.322.5
Current liabilities 3727
Long-term delx® 3225
Odher liabilities N 35.9
“Total liabilities 6T 7311
Net assets LRI R S 94
* Held by Alcoa Brazil Holdings Companv-§22.5
[ 1993 1992
Revenues*® ERUNE $685.8 $639.0
Costs and expenses (8Os (625.3) {634.8)
Translation and exchange adjustments (3.4 (10.7) 9.2)
Income 1ax expense (N (.6) 56
Net income SONND S 49.2 S 206
*Revenues from Alcoa were S34 in 1994. The terms of the transactions were
established by negotiation between the parties.
Alcoa of Australia Limited — a 51%-owned subsidiary of Alcoa
International Holdings Company (60% at December 31, 1994):
December 31 [ENN] 1993
Cash and short-term invesuments SooNNY $ 3503
Other current assets AN4 U 4237
Properties, plants and equipment, net 16455 1.430.1
Other assets 1025 85.9
Total assets U200 2,291.8
Current liabilities 3170 399.7
Long-term debt 150.2 302.0
Other liabilities 826 3327
Total liabilities NS0T 1.034.4
Net assets SATOY S1.237.4
[ 1993 1992
Revenues® SiSae S 1,660.9 $1.661.7
Costs and expenscs 12800 (1.264.0) (1.297.7)
Translation and exchange adjustments H 32 (13.8)
Income tax expense (N0.7) T {881 (132.0)
Accounting changes t - - 33.6
Netincome Nz S 3134 S 25138

*Revenues from Alcoa were $28.5 in 1994, $50.3 in 1993 and SGO.6 in 1992, The
terms of the transactions were established by negotiation between the partes.
tConsists of $37 for income taxes and S3-0 for postrethement benefus
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R. Financial Instruments

The carrying values and fair values of Alcoas Ainancial instruments

at December 31 follow.

] 1993

Carrang Fan Carrving Fan

vitlue vitlue valuc wlue

Cash and cash equivalents $ 62 S 61U S 411.7 4117
Short-term investments 3.5 3 243.6 243.6
Noncurrent receivables 676 G706 2189
Short-term debt EENEY [RRRY) 4133
Long-term debt Lo2as (KL 13450

The methods used 1o estimate the fair vilue of certain financial

mstruments follow.

Cash and Cash Equivalents, Shori-Ierm hivostments and Shovt-lerm

Debt. The carrving amount approximates fur value because of the
short maturity of the instruments. All invesunents purchased with
a mawurity of three months or less are considered cash equivalents.

Noncurvent Receivables. The fair value of noncurrent receivables is
based on anticipated cash flows and approximates carrying value.

Long-Term Debt. The fair value is based on interest rates that are
currently available to Alcoa for issuance of debt with similar terms

and remaining maturities.

Alcoa holds or purchases derivative finaucial instruments princi-
pally for purposes other than trading. Financial instruments held
for trading purposes are insignificant. Details of the significant

o p o

mstruments follow.

Foreign Exchange Contracts. The company enters into foreign
exchange contracts to hedge most of its firm and anticipated

purchase and sale commitments denominated in foreign

currencies for periods commensurate with its known or expected
exposures. These contracts ave part of a worldwide program to
minimize the volatility due to foreign exchange exposures. The

market risk exposure is essentially limited to visk related to

currency rate movements. The forward exchange contracts and
options in the following table are made up of conuacts 1 hedge

firm purchase and sale commitments and anticipated sales

expected 1o be denominated in foreign currencies at December 31,
The contracts generally mature within 12 months and are princi-

pally unsecured forward exchange contricts with carefully

selected banks. Gains or losses arising lrom these contracts e
reflected in other income when the transactions are completed.
Unrealized gains (losses) at December 31, 1994 and 1993 were

$47.8 and S(1.5), respectively.
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The table below refiects the various types of foreign exchange
contracts Alcoa uses to manage its foreign exchange risk.

[0 1993
Notional Market Notional Market
amouwnt vilue amount value
Forwards SEA3TA $1,776.6 $1.766.1
Options purchased 19.8 138.1 3.1
Options written () 69.2 1

The notional amounts of options summarized above do not repre-
sent amounts exchanged by the parues and thus are not a measure
of the company’s exposure to options. The amounts exchanged
are based on the terms of the options which relate primarily to
exchange rates and expiration dates.

The table below summarizes by major currency the contractual
amounts of Alcoa’s forward exchange and option contracts in US.
dollars translated at December 31 rates. The “buy” amounts
represent the US. dollar equivalent of commitments to purchase
foreign currencies and the “sell” amounts represent the U.S. dollar
equivalent of commitments to sell foreign currencies.

1001 1993

I Sell Buy Sell
Australian dollar SL197S S268.5 S 9280 §332.6
Dutch guilder 138.2 4.2 74.6 28.2
Deutsche mark 7400 157.1 81.6 1733
Pound sterling ERRY pXH 10.5 115.7
Other 77.0 1669 115.9 124.5
Total SEALR EYRIN $1,210.6 $774.3

Interest Rate Swaps. Alcoas debt portfolio is managed by using
interest rate swaps and options to achieve an overall desired posi-
tion of fixed and floating rates. At December 31, 1994, Alcoa had
outstanding four interest rate swap contracts to convert a fixed
rate obligation to floating rates on a notional amount of $175. The
contracts mature in 200]. The company also bought $100 notional
amount of interest rate caps on the first 1995 swap payment. Alcoa
Aluminio also had an outstanding interest rate swap to convert

a floating rate obligation to a series of fixed rates on a notional
amount of §109 at year-end 1994.

Credit and market risk exposures are limited to the net interest
differentials. The net payments or receipts from interest rate swaps
are recorded as part of interest expense and are not material. The
effect of interest rate swaps on Alcoas composite interest rate on
long-term debt was not material at the end of 1994.

Alcoa is exposed to credit loss in the event of nonperformance
by counterparties on the above instruments, but does not antici-
pate nonperformance by anv of the counterparties.

For further information on Alcoas hedging and derivatives
activities, see Risk Factors in the Financial Review section of this
annual report.

S. Income Taxes

Alcoa implemented sfas 109 as of January 1, 1992 and the
cumulative effect of this change is reported in 1992 earnings.
The components of income before taxes on income were:

14604 1993 1992
US. Seoi6 $(359.4) $(241.5)
Foreign $13.9 550.5 540.1
o) $191.1 $ 208.6
The provision for taxes on income consisted of:
1941 1903 1992
Current:
U.S. federal* NEERI] S (536 $ 469
Foreign ININ 163.0 174.1
Stane and local 07 4.8 (.9
U7 LN 114.2 220.3
Deferred:
US. federal® Gl (802 (71.9)
Foreign AN 47.2) (1.9
State and local (n.n 29 (3.1)
(3.9 (124.3) (83.0)
Total s2ne $(10.% $1323

*Includes US. taxes related 1o foreign income

Deferred taxes in 1993 included credits of $1304 for a U.S. tax loss
carryforward and for statutory tax rate changes of $9.9 in the US.
and $41.6 in Australia.

Reconciliation nf the effective tax rate to the US. statutory rate
follows.

SR 1993 1992
US. federal statutory rate (%) 35.0 350 340
Taxes on foreign income .n 9.2) 10.0
State taxes net of federal benefit h 2.1 (1.3)
Tax rate changes - (26.9) -
Adjustments to prior years' accruals (1.8 3.0) (1.5)
Nontaxable portion of Alcoa/wncC
transaction gain [ERV] - -
Other (4) 3.4) 3.1
Effective 1ax rate (%) 257 (5.4) 44.3

The components of net deferred tax assets and liabilities follow.

1K) 1993
Deterted i Deterval tax Deferred tax Deferred tax
December 31 asets Iabilities assets liabilities
Depreciation - S i8N - $864.4
Emplovee benefits’ S Nu20 - $ 7815 -
Loss provisions ESREY - 264.9 -
Delerred income 12 N 384 84.1
Tax loss carryforwards EARRY - 291.2 -
Tax credit carrvforwards S6.d - 20.1 -
Other 6.0 182 41.0 21.2
13806 LA 1,437.1 96,7
Valuation allowance (170.0) - (171.4) -
SEAGG S1.005. 1 $1,265.7 $96Y.7
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Of the total tax loss carryforwards, $13.1 expires over the next

10 years, $65.8 expires over the next 15 years and $134.0 is unlim-
ited. A substantial portion of the valuation allowance is for these
carryforwards because the ability to utilize a portion of them is
uncertain. There is no limit on utilization of the tax credit
carryforwards.

The cumulative amount of Alcoa’ share of undistributed earn-
ings for which no deferred taxes have been provided was $1,575.8
at December 31, 1994. Management has no plans to distribute
such earnings in the foreseeable future. It is not practicable to
determine the deferred tax liability on these earnings.

T. Cash Flow Information
Alcoa considers all nwestments purchased with a maturity of

three months or less to be cash equivalents.
Cash payments for interest and income taxes follow.

1K) 1993 1992
Interest® S0 $101.2 §193.9
Income taxes 28 193.6 264.4

*Includes $8.6 in 1994 and S63.8 in 1992 of amortized interest on the debenures
retived early

In a noncash transaction early in 1993, $149 of 6% Convertible
Subordinated Debentures due 2002 were converted to common
stock by issuing 4.6 million shares of treasury stock.

U. Pension Plans

Alcoa maintains pension plans covering most U.S. emplovees
and certain other employees. Pension benefits generally depend
upon length of service, job grade and remuneration. Substantially
all benefits are paid through pension trusts that are sufficientlv
funded to ensure that all plans can pay benefits to retirees as they
become due.

Pension costs include the following components that were

The status of the pension plans follows.

Assets exceed Accumulated benefit
accumulated obligation
benefit obligation exceeds :ssets
December 31 1994 1993 11 1993
Plan assets, primarily
stocks and bonds
at market S8ANTT $3.688.4 2514 $ 90.6
Present value of obligation:
AV Rnid Bl 3.1348 tRIV 197.1
Nomested Ry 3109 LR 17.3
Accumulited benchi
obligation VAR . 34657 TR 2144
Effect of assumed
salary increases RTI| 328.1 KRAY 20.0
Projected benehit obligation 51916 $3.793.8 40 S 2344

Plan assets greater (less than)

projected benefit obligation > 1.1 S (105.4) NERIRD S(143.8)
Unrecognized:

Transition (assets) obligations 21N 7.7 (N.4h 10.8

Prior service costs 438 138.6 AR 538

Actuarial (gains) losses, net [ETBRL (113.3) RERY [CR)]

Minimum hability

adjustment - - (250 [ERE)]

Accrued pension cost S LD S (724 SH07.0 ${126.7)
Assumptions used to determine plan liabilities and expenses
follow.
December 31 1944 1993 1992
Sertiement discount rate .20 6.75% 6.75%
Long-term rate for compensation

increases ' 3.3 5.5 3.5
Long-term rate of return on plan assets .0 9.0 9.0

Supplemental information related only to Alcoas US. pension
plans partially insured by the Pension Benefit Guarantee Corpo-
ration follow.

. X Assets exceed Accumulated benefit
calculated as of January 1 of each year. a lated bliati
ccumulate: obligation
10§ 1993 1992 benefit obligation exceeds assets

Benefits earned <06 $102.4 S 999 December 31 19 1993 1104 1993
Interest accrued on projecied Pian assets at fair
- benefit obligation R 253.9 250.7 market value N T $3.270.5 - $21.7
Net amortization .5 59.8 29.7  Accumulated benefit

GOSN 416.1 379.6 obhgation (N1 (3,115.6) - (23.9)
Less: expected return on plan assers*® US1 268.1 239.2 S 2654 $ 1549 - $ (2.2

STy S148.0 SH13.4

*The actual returns were higher (Jlower) than the expected returns by $(282.7)
in 1994, $324.2 in 1993 and $824 in 1992 and were deferred as actuarial
gains (losses).
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V. Postretirement Benefits

Alcoa implemented skas 106 as of January 1, 1992 and the
cumulative effect of this change was reported in 1992 earnings.

Alcoa maintains health care and life insurance benefit plans
covering most eligible US. retired employees and certain other
retirees. Generally, the medical plans pay a stated percentage of
medical expenses reduced by deductibles and other coverages.
These plans are generatly unfunded, except for certain benefits
funded through a trust. Life benefits are generally provided by
insurance contracts. Alcoa retains the right, subject to existing
agreements, to change or eliminate these benefits.

Changes made in 1993 to certain medical plans may require
contributions by future retirees to help offset medical cost
increases. The changes reduced Alcoas benefit expense and
prior service costs.

The components of postretirement benefit expense follow.

14414 1993 1992

Service cost of benefits earned § 202 §29.9 $ 429
Interest cost on liability 1044 1102 1359
Net amortiziation (3.0 (32.4) -
Return on plan assets t4.8) (3.2) 3.7
Postretirement benefit costs 008 51025 §173.]
The status of the postretirement benefit plans was:
December 31 1 1993
Retirees SLodns $1.070.4
Fully eligible active plan participants 1125 1420
Other active participants 3078 3786
Accumulated postretirement benedit obligation (wpsoy 1460.6 1.591.9
Plan assets, primarily stocks and honds at market 533 33.4
APBO in excess of plan assets 1.407.38 1.538.5
Unrecognized net:

Reduction in prior service costs 120.1 1694

Actuarial gains (losses) 103.3 (78.%
Accrued postretirement benefit liability SLus07  §1,020.1

For measuring the liability and expense, a 10% annual rate of
increase in the per capita claims cost was assumed for 1993,
declining gradually to 5.5% by the year 2003 and thereafter. Other
assumptions used to measure the liability and expense follow.

December 31 149494 1993 1902
Settlement discount rate 3.25% 6.75% 6.75%
Long-term rate for compensacion increases 3 3.5 2.3
Long-term rate of rcturn on plan asscts an 9.0 9.0

For 1994 a 1% increase in the trend rate for health cave costs
would have increased the Arso by 8% and service and interest
costs by 9%.

" Supplemental Financial Information

Quarterly Data (unaudited)
(dollars in millions, except share amounts)

1994 Fust Sceond Thind Fourth Yo
Sales and

operating

revenues S2.221.6 S2479.4 §2,561.5 S241S SO0.3
Income from

operations 1.5 8T 1213 018 6033
Net income

(loss)* (HN3) 454 7l s A75.0

Per common
share (61 25 Rt 2.07 210

*After special dharge of $30.0, or 23 cents per share, and an extnordmary loss
of $67.9, or 38 cents per share. in the fint quanter and a gain of S302, or SL6Y
per shave, in the founh quarter

1993 First Second Thind Yourth Year
Sales and

operating

reventies S2100.6 §2,405.3 52,2:30.2 S2.810.8 $9,055.9
Income from

operations 643 1096 734 (46.1) 2014
Netincome

(loss)* 1 27.6 353 28.3 (36.9) 4.3

Per common
share 16 20 A6 (.50) 02

* After special items of $23.8, or 14 cents per share, in the second quarter. $4.0, or
two cents per share, in the third quarter and $70.2, or 43 cents per share, in the
fourth quarter

tNet income for the second quarter inchudes a credit of $§26.3 from a veduction
in Australias corporate tax rate from 39% 10 33% and a S04 credit in the thivd
quarter from the change in the US. tax e,

Average Number of Employees (unaudited)

10919 1993 1992

USA 30,300 31,700 34,200
Other Americas 16,700 16.600 17,000
Pacific 6,100 6,700 6,200
Europe K300 8,400 6.200
6H1.700 63,400 63.600
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11-Year Summary of Financial and Other Data

(dollars in millions, except share amounts)

For the year ended December 31 1994 1993 1992
Operating results
Sales and operating revenues $ 9943 $ 9,055.9 $ 94915
Other income (loss) 487.2 93.0 96.9
Cost of goods sold and operating expenses 7,845.7 7,187.0 7,339.1
Selling, general and administrative expenses 6327 603.6 586.8
Research and development expenses 125.8 130.4 2122
Depreciation and depletion 671.3 692.6 682.4
Interest expense 106.7 87.8 105.4
Taxes on income 2192 (10.3) 1323
Other taxes 107.1 105.6 1123
Special items—(income) expense - 79.7 150.8° 251.6
Income from operations 6033 201.4 166.3
Minority interests (160.2) (196.6) (143.9)
Extraordinary gains (losses) and accounting changes* (67.4) - (1,1561.6)
Net income (loss) 3752 4.8 (1,139.2)
Alcoa’s average realized price per pound for aluminum ingot G4 .56 .59
Average US. market price per pound for aluminum ingot (Metals Week) 1 .53 58
Dividends declared
Preferred stock 2.1 2.1 2.1
Common stock 142.3 140.2 136.8
Financial position
Working capital 1.500.7 1,609.6 1,083.0
Properties, plants and equipment 6.689.4 6,506.8 6,415.8
Other assets (liabilities), net (1.572.5) (1,710.9) (1,733.6)
Total assets 12.353.2 11,596.9 11,023.1
Long-term debt (noncurrent) 1,020.8 1,432.5 §55.3
Minority interests 1,687.8 1,389.2 1,305.6
Shareholders’ equity 3,990.2 3,583.8 3,604.3
Common share data (dollars per share)t
Net income (loss) 2.10 .02 (6.70)
Dividends declared .30 .80 .80
Book value (based on year-end outstanding shares) 22.07 19.96 20.70
Price range: High 454 39Y% 40%
Low 32K 29% 30%
Shareholders (number) 53,200 55,300 55,200
Average shares outstanding (thousands) 177.882 175,346 170,948
Operating data (thousands of metric tons)
Aluminum product shipments:
Primary 635 841 1,023
Fabricated and finished products 1.896 1,739 1,774
Total 2.551 2,580 2,797
Primary aluminum capacity:
Consolidated 1,905 1,905 1,905
Total, including affiliates and others'’ share of joint ventures 2428 2,428 2,428
Primary aluminum production:
Consolidated 1.55] 1,770 1,903
Total, including afhliates and others’ share of joint ventures 2,067 2,315 2,446
Other statistics
Capital expenditures SO1Y $757 S789
Average number of employees : 61,700 63,400 63,600
Return on average sharcholders’ equity (%) 0.0 N (26.7)
Return on average invested capital (%) N 4.3 (14.0)

*Reflects the cumulanive effects of the accounting changes for postretirement benefits and income taxes in 1992

1All common share amounts were restated to reflect the two-lor-one stock split in February 1995,
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1991 1990 1989 1988 1987 1986 1985 1984

$ 9,884.1 $10,710.2 $10,910.0 $ 9,795.3 $7,767.0 $6,431.4 §6,599.5 $7,135.7
97.1 160.3 249.6 (27.8) (19.3) ®8.7) 8Ll 69.4
7,444.8 7,606.2 7,338.3 6,527.7 5,456.7 4,753.2 5.038.3 5,346.8
579.8 592.3 540.8 485.0 4450 364.6 372.7 338.3
2519 220.3 182.4 1674 173.7 148.9 120.3 96.0
697.9 689.9 638.3 623.2 5873 522.9 515.5 473.4
153.2 184.7 1783 208.4 9240.8 974.8 330.5 331.7
192.8 404.0 §29.7 635.6 221.1 124.7 (26.9) 217.0
111.2 105.3 84.4 83.4 84.7 76.8 77.6 85.9
330.9 414.4 - - 231.3 (138.5) 242 5 27.1
218.7 653.4 1,367.4 1,036.8 307.1 295.3 10.1 288.9
(156.0) (358.2) (422.5) (175.4) (83.1) (31.3) (26.7) (32.9)
- - - - (23.9) (9.9) - -

62.7 295.2 944.9 861.4 200.1 954.1 (16.6) 956.0
67 75 92 96 72 59 54 67

59 74 88 1.10 12 56 49 61

2.1 2.2 25 25 2.5 25 25 2.5
151.2 264.9 240.4 114.7 105.1 102.7 97.5 97.2
1,546.0 1,706.3 1,594.9 1,307.9 984.1 839.3 1,326.1 1,380.4
6,586.1 6,747.0 6,658.6 6,415.0 6,402.7 6,.230.4 6.199.9 5.977.3
(701.9) (413.7) (137.9) (317.9) (158.5) (35.9) (359.3) (393.0)
11,1784 11,413.2 11,540.6 10,537.5 9,901.9 9,545.1 9,428.9 9,218.4
1,130.8 1,295.3 1,316.3 1,524.7 2,457.6 9,521.7 3.123.5 3,063.2
1,362.0 1,581.0 1,533.1 1,244.9 860.0 790.5 735.3 557.9
4,937.4 5,163.3 5,266.9 4,635.5 3,910.7 3,721.6 3,307.9 3,343.6
36 1.70 5.34 487 1.13 1.48 (12) 1.57

89 1.53 1.36 65 60 .60 60 .60
98.69 30.10 29.71 95.88 21.81 921.00 19.92 20.20
36% 38% 39% 26% 32% 23% 20% 24%
26% 24% 27% 19% 16% 16% 14% 15%
55,800 56,300 56,500 58,400 59,600 56,400 57,900 57,500
169,968 172,408 176,608 176,404 175,342 169,800 162,482 162,130
1,179 1,179 960 796 493 4592 521 460
1,657 1,545 1,619 1,708 1,720 1,563 1,624 1,656
2,836 9,724 2,579 2,504 2213 2,015 2,145 2,116
1,903 1,903 1,907 1,756 1,689 1,659 1,481 1,809
2,498 9,498 2,420 2,231 2,076 2,046 1,739 2,064
1,919 1,870 1,876 1,814 1,498 1,401 1,492 1,665
9,511 2,395 9,391 2,950 1,851 1,662 1,735 1,873
$850 $851 $876 $866 $856 $825 $907 $880
63,600 63,700 60,600 59,000 55,000 54,000 55,000 55,000
1.2 5.7 19.1 20.2 5.2 7.2 (5) 7.8

4.9 9.7 19.2 16.2 6.3 6.5 3.1 7.0
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Alcoa Worldwide Operations

: i
¢ £ : = B § z ¥ g
Eoiiriiiiid il
5 - T N - [
Country Companies Lacation < < < & &30 <& I z EA
Argentina Alusud Argentina S.A. —:-—-»- T o
Indusuial y Comercial Buenos Aires u a
Feroscar S.A. Industrial y Comercial La Plaa n
Australia Alcoa of Australia Limited Boddingion ) .
Huntly, Jarrahdale, Willowdale a
Kwinana, Pinjarra L |
Point Henry nnm
Partlandt )
Wagerup ]
Australian Fused Minerals Rackinghun a
Bahrain  GulfClosures Wl Mamamat L]
Belgiom  Alcoa Bowwproduken NN. Twmhow -
Brazil Alcon Aluminio S8, Barveri o ’ ‘- a
Cotia n
Guarulhos n
ltapissuma ] nn a
Pindamaonhangaba, Sorocaba a u
Pogos de Caldas B B a n a a
Salwo [ ]
Tubarao n
Valinhos L
Alumar Consortium Sio Luis a n
Minerucao Rio de Norte S.A. Trombetast a - *
Tendtudo Materiais Para
Construcao Lida. Sio Paulo L]
Chile Alusud Embalajes Chile Lida. Sanuago T o m
China Asian-American Packnaging Tt e e h ) -
Systems, Co., Lid. Tianjin a
Colombia Alusud Embalajes Colombia Ltda. Bogota T oo m
France Forges de Bologne S.A. Bologne T B ‘a
Germany Alcoa Automotive Suructures GmbH Soest I
Alcoa Chemie GmbH Ludwigshafen L
Alcoa Deutschland GmbH Tellig, Viernheim a
Wormisam Rhemn [ ]
Alcoa VAW Hannover Presswerk
GmbH & Co. KG Hannover a ] [ ]
Michels GmbH Herzebrock, St Vit a ]
Stribel GmbH Frickenhausen a n
Guinea Halcu.(-.\'i.i.n.in'é),lnc.- ’ .S;-mg'n" dit o [ ]
Hungary  AMichelsGmbH Enving, Mor. Salgotagan = .
Seéheslehenviir Vessprem ] "
Siribel Gmbk Mar a a
Alcow-RKotém Krr Srékesfehérvir [ | [ | [
CSI Hungary Ssékestehénvir ]
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SIncludes aluminum paste, particle, flake and H
atomized pouvder, ceramics, gold mining, magnesium, . E
and systems and components for appliances ; E < r
tOwnership of 50% or less £ I A 3
€ £ 2232 :%5 %+ g 2
Country Companies Location <E : gg E & 3‘ CES £ E E é é 5
india Alumina Products India, Ltd. Fala u
Ircland AFL Ireland Lid. Dundalk [ ] u
Jamaica Alcoa Minerals of Jamaica, L.L.C. Clarendon . a a
Japan Alcoa Kasei Limited Naoetsu ]
KSL Alcoa Aluminum
Company, Ltd. (KAAL) Mokat a
Moralco Limited hwakuni City a
Shihazaki Seisakusho Limited Ichikawa, Nogi a
Malaysia Unified Accord SDN.BHD. Kuala Lumpur n
Mexico Alcon Fujikura Lid. Acuna, Monterrey ] [
Piedras Negrus [ ] u
Alutodo de Mexico. S.A.de CV. Guadalaham a
H-CIndustries de Mexico, $.A.de CV.,  Saliillo ]
Netherlands  Alcoa Chemic Nederland BV Rotterdam u
Alcoa Moerdijk BV, Rotterdam ]
Alcoa Nederland B\ Assen, Cuijk, Delier n
Geldermalsen, Giessen [}
Zwijndrecht ™)
Drunen L L ] L]
Norway Elkem Aluminium ANS Listat, Mosjeent ’ a
Peru Alusud Embalajes Peru Luda. Lima |
Singapore ACAP Singapore Pte Lid. Singapore | |
Closure Svstems International Singapore _ = .
Spain Capsulas Metalicas S.A. Barcelona a
Extrusion de Aluminio S.A. Valls, Tarragona n
Suriname Suriname Aluminum Company, L.L.C.  Moengo L
Paranam n u [ ]
United Alcoa Extruded Producis (UK) Limited Swansea L
Kingdom Alcoa Manufacturing (G.B.) Limited  Swansea |
Alcoa Systems (UK) Limited Stratford-on-Avon a
United States  Alcoa Alcoa, Tenn,; Evansville, Ind. a R N
Badin. N.C. L [
Bauxite, Ark.; Fort Meade, Fia. a
Cleveland, Ohio L} ]
Davenport, lowa; Irvine, Calif. a | | n
Lafayette, Ind. n
Lebanon, Pa. : | u
Leetsdale, Pa. ]
Massena, N.Y. n a
Mobile, Ala.; Vidalia, La. [ |
New Rensinglon, Pa. |
Point Comfort, Texas | B u
Richmond, Ind. n u

O/m‘allmu Ii:lm,;\ continue on next page.
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*funcludes aluminum paste, particle, flake and i
atomized pourr, ceramics, gold mining, magnesium, - B
+and systems and comp for appliances 'E' s % ] e, ¢ .
tOwnership of 50% or less g f ; r ; § £ i; i : i i
Country Companies Location < 5 < 2 & d g ad i &z 7 s ¢
United States Rockdale, Texas n [
continued Wenatchee, Wash. ol
Alcoa Brite Products, Inc. Norcross, Ga. | ]
Alcoa Composites, Inc. Monrovia, Calif. a L
Springyville, Uah n
Alcoa Construction Products Denison, Texas; Gaffney, $.C. [ ]
Miamisburg, Ohio: Princeville, lL ]
Rantoul, 1l.; Sidney, Ohio =
Springboro, Ohio; Stuarts Drafi. Va. n
Alcoa Csl Crawfordsville, Ind. =
Indianapolis, Ind. L
Olive Branch, Miss. n
Alcoa Electronic Packaging, Inc. San Diego, Calif. n
Alcoa Fujikura Lid. Brentwood, Tenn.; Dearborn, Mich. L u
Del Rio, Texas: Mattawan, Mich. = |
North Royalton, Ohio a L
San Antonio, Texas n L
Houston, Miss.; Nashville, Tena. n
Spartanburg. S.C. |
Alcoa Memory Products, Inc. Sidney, Ohio -
Alcoa Packaging Machinery, Inc. Englewood, Colo. n
Randolph, N.Y. L
Alcoa Specialty Chemicals, Inc. Nashville, Tenn.; Vidalia. La. ’ n N )
Alcoa-Zepf, L.L.C. Indianapolis, Ind. R
Alcotec Wire Company Traverse City, Mich. [}
Autoprod, Inc. Clearwater, Fla.t n
B&C Research, Inc. Barberton, Ohio | L
Halethorpe Extrusions, Inc. Baltimore, Md. ]
Northwest Allovs, Inc. Addy, Wash. n
Norton-Alcoa Proppants Fort Smith, Ark.t .
Permatech, Inc. Graham, N.C. n
Pimalco, Inc. Chandler, Ariz. n
Stolle Machinery, Inc. Sidney, Ohio n
Stolie Products, Norcold and Arctek Gettysburg, Ohio n
Sidney, Ohio L n
Strucwural Laminates Company New Kensington, Pa. L
Tifton Aluminum Company, Inc. Delhi. La.; Tifton, Ga. =
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Business Units

Aerospace/Commercial
Rolled Products

L. Patrick Hassey, President
Davenport, lowa

General purpose and specialty
aluminum sheet and plate

for aerospace, automotive,
printing and other industries

Alcoa Asia Ltd.

Joseph C. Muscari, President
Tokvo, Japan

Salesand marketing services,
business developmentand
management in the Asian
region

Alcoa of Australia Limited
Robert F. Slagle, Managing Director
Melbourne, Australia

Bauxite mining and alumina
refining, aluminum smelting,
aluminum sheet for beverage
can marketand gold mining

Alcoa Bauxite and Alumina
RogerA. G. Vines, President
Piusburgh, Pennsylvania

Bauxite mining and alumina
refining in Jamaica and
Suriname, bauxite mining in
Guinea, and alumina refining
in the United States

Alcoa Closure Systems
Intermational

Timothy J. Leveque, President
Indianapolis, Indiana

Plastic and aluminum closures
(bottle caps), capping and
other equipment and supplies
for packaging markets

Alcoa Composites, Inc.

David L. Rittichier, President
Monrovia, California

Lightweight metallicand
nonmetallic structures for
aerospace, transportation and
defensce markets

Alcoa Construction Products
Dana R. Snyder, President

Sidney, Ohio

Aluminum and vinyl building
products

Alcoa Electronic

Packaging, Inc.

Kenneth W. Blevins, President

San Diego, California

Ceramic packages for semi-
conductors used in the comput-
erand electronics markets

Alcoa Extrusion/Tube System
John W, Collins III, President
Lafavetie, Indiana

Aluminum exuusionsand
tubes for aerospace,
automotive, building and
construction, machinery and
equipmentindustries

Alcoa Foil Products

Kenneth R.McElheney, President
Lebanon, Pennsyivania

Aluminum sheet, foil and
laminated materials used in
heatexchangers and other
applications for the automo-
tive, building and construction,
machineryand equipment,
and packaging markets

Alcoa Forged Products

Robert S. Hughes I, President
Cleveland, Ohio

Aluminum castings and forg-
ings in a variety of materials for
the aerospace, ransportation
and commercial markets

Alcoa Fujikura Ltd.

Robert H. Barton ITl, President
Brentwood, Tennessee

Automotive electrical/
electronic systems, electronic
components, and specialty
fiber optic products for the
automotive and telecommuni-
cations markets; and wire prod-
ucts for the electrical market

Alcoa Industrial Chemicals
Michael ]. Schreier, President
Charloue, North Carolina
Alumina and other inorganic
chemical products for the
refractory, adsorbentand cata-
lyst, ceramic and abrasive,
polymerand water treatment
markets

Alcoa Nederland Holding B.V.
H. A. J. Bemelmans, President
Drunen, Netherlands

Aluminum coil sheet, extrusions
and other fabricated products
for the horticultural, packag-
ing. ransportation, and build-
ing and construction markets

Alcoa Packaging Equipment
David W. Groetsch, President
Englewood, Colorado

Engineered packaging equip-
ment for the beverage industry
and filling equipment for the
food and dairy industry

Alcoa Primary Metals

G. John Pizzey, President

Knoxville, Tennessee

Primary aluminum products
produced in the United States
for various marketsand appli-
cations

AlcoaRigid Packaging
George E. Bergeron, President
Knoxville, Tennessce

Aluminum sheet for the
beverage and food can indus-
triesand can recycling

Alcoa Wire, Rod and Bar
Timothy S. Mock, President
Massen:, New York

Aluminum wire, rod and
bar for various markets and
applications

Automotive Structures
Intermational

David W. Schlendorf, President
Munich. Germany

Extruded and cast aluminum
parts and subassetblies for
spaceframe structures used in
the automotive market

Latin America and Alcoa
Aluminio S.A.

Fausto P. Moreira. 'resident
Paulo F. Periquito,

Executive Vice President

Sio Paulo, Brazil

Bauxite mining, alumina
refining, aluminum smelting
and fabricating, for various
markets and applications;
plastic closures, bottles and
labels; copper cable, aluminum
truck bodies and retailing of
home building products

Northwest Alloys, Inc.
Edward L. Sandman, President
Addy, Washington

Magnesium as an alloying
material for Alcoa and other
aluminum fabricators

Worldwide Automotive
Products

Richard A. Schultz, Director
Pitsburgh, Pennsylvania
Coordinates Alcoa products
and systems for automotive
markets
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Shareholder Information

Annual Meeting

The annual meeting of share-
holderswillbe at9:30 a.m. on
Friday, May 12,1995 at the
Vista International Hotel in
Pittsburgh.

Financial Information

For copies of the annual
report, Alcoa Updateand
Forms 10-K and 10-Q, write
Corporate Communications
at the headquarters address or
call (412) 553-4463.

Other Publications

A report of contributions and
programs supported by Alcoa
Foundation is available by writ-
ing Alcoa Foundation,

425 Sixth Avenue, Room 2220,
Piusburgh, PA 15219-1850 or
by calling (412) 553-2343.

A reporton Alcoa’s environ-
mental, health and safety per-
formance is available by
writing Alcoa Environment,

Health and Safety Department,
4235 Sixth Avenue, Room 1962,
Piusburgh, PA 15219-1850 or
by calling (412) 553-4637.

Dividends

Alcoa’s objective is to pay com-
mon stock dividends at rates
competitive with other invest-
ments of equal risk and consis-
tentwith the need to reinvest
earnings for long-term growth.
To support this objective,
Alcoa pays a base quarterly div-
idend and an additional divi-
dend linked directly to the
company's financial perfor-
mance. The base quarterly
dividend is 22.5 cents per com-
mon share, based on the nwo-
for-one stock splitin February
1995. The additional dividend
is 30% of Alcoa’s annual
earnings over $3.00 per share.

Dividend Reinvestment

The company offersa
Dividend Reinvestmentand
Stock Purchase Plan for share-
holders of Alcoa common and
preferred stock. The plan
allows shareholders to reinvest
quarterly dividends in shares
of the company’s common
stock. Shareholders may also
purchase additional shares
under the plan with cash con-
tributions. The company pays
brokerage commissions and
fees on these stock purchases.

Shareholder Services

Stock Transfer Agent, Registrar

and Disbursing Agent (for
inquiriesand changes in share-
holderaccounts):

First Chicago Trust Company
of New York

Auention: Shareholder
Services, P.O. Box 2500,
Jersey City, N] 07303-2500
Telephone Response Center:
1-800-446-2617

Shareholders with questions
on other matters related to
Alcoa may write to Barbara S.
Jeremiah, Office of the
Secretary, at the headquarters
address or call (412) 553-4707.

Stock Data

Common: New York Stock
Exchange and European
exchanges in Basel, Brussels,
Frankfurt, Geneva, Lausanne,
London and Zurich
Preferred: American Stock
Exchange

Ticker symbol: AA

Headquarters

Alcoa

425 Sixth Avenue
Pittsburgh, PA 15219-1850
Telephone: (412) 553-4545
Telex: 866470

Facsimile: (412) 553-4498

Aluminum Company

of America is incorporated
in the Commonwealth of
Pennsylvania.
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Quarterly Stock Information Dividends per Market Value of Alcoa
104 - 1993+ Common Share* Common Stock®

Quarter High Low  Dividend High Low Dividend dollars wmillions of dollars

First S41 Sadw S0 $39% $3218 $.20

Second A8 3214 20 3514 29V, .20

Third R 37 20 39 33 .20

Fourth 1544 135% a0 374 8% .20

Year Sinlx Sy S50 S39v  S291 5.80 $6.1401$6.150

*Adjusted for nvo-for-one stock split

Common Share Data

Estimated number Average shares
of shareholders* outstinding (000)+
1994 35.200 177.882
1993 55,300 175,346
1992 53,200 170,948
1991 35,800 169,968
1990 56,300 172,408
*These estimates include shareholders who own stock registered in their own 90 Q) 92 93 94
names and those who own stock through banks and brokers. .
tAdjusted for nvo-for-one stock split W Base ® Profit sharing
Y i *Based on closin nd sher ndi

Inv es('or Infonnauon‘ o ) Adgusted et 2, | stoc st im Fbrary 1995 Basd on o g price and shares outsianding ol
Security analysts and investors seeking information about the

company may write to Edgar M. Cheely, Jr., Manager - Investor
Relarions, 425 Sixth Avenue, Room 2928, Pittsburgh, PA
15219-1850 or call (412) 553-2451.

LRSI

aftcr Alcoa- Kofém presented two environmen
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Glossary

Allay - A substance with metallic prop-
erties, composed of two or more chem-
ical elements of which atleast one isa
metal. More specifically, aluminum
plus one or more other elements, pro-
duced to have certain specific, desir-
able characteristics.

Alumina = Aluminum oxide produced
from bauxite by an intricate chemical
process, Itis a white powdery material
thatlooks like grunulated sugar.
Aluminais an intermediate siep in the
production of aluminum from bauxite
and is also avaluable chemical onit
OWIl.

Anodizng~ An electochemical
process for upplying a protective or
decorative coating to metal surfaces.

Bauxite = An ore from which alumina
is extracted and from which aluminum
is eventually smelted. Bauxite usually
contains at feast 45% atunina. Abowt
four pounds of baunite are required 1o
produce one pound of aluminum

Bruszing - Joining metuls by flowing a
thin laver of molten, nonferrous filler
metal into the space between them.

Casting - The process of forming
molien metal into a particular shape
by pouring it into a mold and letiing it
harden.

Cold mill - The equipment on which
aluminum is rolled into sheet ar

fuil by passing it through pairs of
rollers under pressure. In cold rolling,
the incoming metal is normally at
room temperature.

Engineered product - A basic alu-
minum fabricated product that has
heen mechanicallyaliered o greme
special properties for specific purpos-
es: forgings and extrusionsare exam-
ples of engineered products.

Extrusion = The process of shaping
matertal by forcing it to flow thnough a
shaped opening ina die.

Fabricate = To work a muuerial into a
finished state by machining. forming
o1 joining.

Flat-rolled products = Aluntinum
plate. sheet or foil products muade by
passing ingot through pairs of rolls. By
moving the rolls closer tagether and
passing the ingot between them, the
thickness is reduced and the length i
increased.

Forging - A metal part worked 1o pre-
determined shape by one or more
processes such as hammering, press-
ing or rolling.

Hydrate - Analuminum oxide
with three molecules of chemically
combined water.

Ingot~A cast form suitable for remelt-
ing or fabricating. An ingot may take
manv torms: some may be 30 feet long
and weigh 13 tonst others menatched
orspecitlh shuped torstacking and
handhng

London Metals Exchange «(LMEy - The
ntenanional tading body that facih-
tites the worldwide open market buy-

my and seling of mends,

Maznesium = A hghisilvers moder-
ateh hund. metdlic clementused in
processing metals and chemicals, and
inalloving aluminum to give itdesived
metllurgical properties.

LIRS

. - ap =
<Yii rierit,t

Mill products - Metal that has been
fabricated into an intermediate form
before being made into . finished
product. The most common tabnicat-
ing processes for aluminum are
rolling, extruding. forging and cast-
ing. Example: alummum sheet, amill
product, is used o make beverage
cans, a finished product,

PET - Polveths fene terephithatate:a
plastic commonky used to make bottles
for bevernges.,

Pou= fnaluminum producton: the
clectrohvtcieduction cell. commonly
called a “pot.” in which aluminadis-
solved in molten envoliue s seduced o
metathcalummum. A senesol cells
connedted electcallh i catled apot
line.

Smele- To fuse o meltorcinosder wo
extract or refine the metal incontuns.

Spaceframe ~ Anintegred siructu ¢
of aluminum castings and extraded
parts that form the praovy body
frame of a new generation of automo-
biles.
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Latitude for Growth. On most maps, north is up and south is down — for no particular reason
except that the original mapmakers lived in the northern hemisphere.

On Alcoa’s global map, the key direction is forward — from some of the world’s great
resources of raw materials and energy, forward to the leading edge of aluminum technology
In transportation, packaging, metalworking, and other industries worldwide. As to the map
shown here, Australian Alcoans hang it up to remind them that being “down under” is no
barrier to being the world’s best. ‘

UNITED STATES ¥
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