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Item 1.01.  Entry into a Material Definitive Agreement.

On January 14, 2005, the Board of Directors of Alcoa Inc. (the “Company”) approved the 2005 Deferred Fee Plan for Directors (the “2005 Plan”). The
2005 Plan complies with the new deferred compensation requirements of the American Jobs Creation Act of 2004 and replaces the Deferred Fee Plan for
Directors, as amended (the “Prior Plan”), which is on file with the Securities and Exchange Commission as exhibit 10(n) to the Company’s Form 10-K for the
year ended December 31, 2003. No further deferrals may be made under the Prior Plan after December 31, 2004. Under the 2005 Plan, until a Director
beneficially owns the minimum number of shares of Company common stock and/or stock equivalents required to be held under the share ownership guideline
for Directors established from time to time by the Board (which, effective January 1, 2005, is set at 10,000 shares), the Director is required to defer $100,000 of
annual fees for investment in the Company stock fund under the plan, or otherwise use that amount of annual fees for the purchase of Company stock. The Prior
Plan required Directors to invest 50% of their annual retainer in Company stock, either through direct investment or in the Company stock fund and to maintain
that investment until they retired from the Board. The 2005 Plan permits transfer of credits from the Company stock fund to the other investment funds under the
plan (which are the same as under the Company’s 401(k) plan for salaried employees), as long as sufficient shares or equivalent shares are retained to satisfy the
share ownership guideline for Directors. As under the Prior Plan, amounts deferred under the 2005 Plan are payable in cash after Board service ends.

The foregoing summary of the 2005 Plan is subject to and qualified in its entirety by reference to the 2005 Plan, a copy of which is attached hereto as
Exhibit 10.1 and is incorporated by reference into this Item 1.01.

Item 2.02.  Results of Operations and Financial Condition.

On January 10, 2005, Alcoa Inc. held its fourth-quarter 2004 earnings conference call, broadcast live by webcast. A transcript of the call and a copy of the
slides presented during the call are attached hereto as Exhibits 99.1 and 99.2, respectively, and are hereby incorporated by reference.
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In accordance with General Instruction B.2 of Form 8-K, the information in Item 2.02 of this Current Report on Form 8-K, including Exhibits 99.1 and
99.2, shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject
to the liability of that section, and shall not be incorporated by reference into any registration statement or other document filed under the Securities Act of 1933,
as amended, or the Exchange Act, except as shall be expressly set forth by specific reference in such filing.

Forward-I.ooking Statements

Certain statements in the transcript and slides attached hereto relate to future events and expectations and as such constitute forward-looking statements. Forward-
looking statements also include those containing such words as “anticipates,” “believes,” “estimates,” “expects,” “hopes,” “targets,” “should,” “will,” “will likely
result,” “forecast,” “outlook,” “projects” or similar expressions. Such forward-looking statements involve known and unknown risks, uncertainties and other
factors that may cause actual results, performance or achievements of Alcoa to be different from those expressed or implied in the forward-looking statements.
Alcoa disclaims any intention or obligation, other than as required by law, to update or revise any forward-looking statements. Important factors that could cause
actual results to
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differ materially from those in the forward-looking statements include: (a) material adverse changes in economic or aluminum industry conditions generally,
including global supply and demand conditions and prices for primary aluminum, alumina and other products; (b) material adverse changes in the markets served
by Alcoa, including the transportation, building, construction, distribution, packaging, industrial gas turbine and other markets; (c) Alcoa’s inability to achieve the
level of cost savings, productivity improvements or earnings growth anticipated by management, whether due to significant increases in energy, raw materials or
employee benefits costs, labor disputes or other factors; (d) changes in laws, governmental regulations or policies, currency exchange rates or competitive factors
in the countries in which Alcoa operates; (e) a significant downturn in the business or financial condition of a key customer or customers supplied by Alcoa; (f)
significant legal proceedings or investigations adverse to Alcoa, including environmental, product liability, safety and health and other claims; and (g) the other
risk factors summarized in Alcoa’s Form 10-K for the year ended December 31, 2003, Forms 10-Q for the quarters ended March 31, 2004, June 30, 2004 and
September 30, 2004 and other reports filed with the Securities and Exchange Commission.

Item 9.01.  Financial Statements and Exhibits.
(c)  Exhibits.

The following is filed as an exhibit to this report:
10.1 2005 Deferred Fee Plan for Directors
The following are furnished as exhibits to this report:

99.1  Transcript of Alcoa Inc. fourth-quarter 2004 earnings call.

99.2  Slides presented during Alcoa Inc. fourth-quarter 2004 earnings call.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

ALCOA INC.

By: /s/  LAWRENCE R. PURTELL

Lawrence R. Purtell
Executive Vice President andGeneral Counsel

Dated: January 14, 2005
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Exhibit 10.1
ALCOA INC.

2005 DEFERRED FEE PLAN FOR DIRECTORS

Article I
INTRODUCTION

Alcoa Inc. (the “Company™) has established this 2005 Deferred Fee Plan for Directors (the “Plan”) to provide non-employee Directors with an opportunity
to defer receipt of fees earned for services as a member of the Company’s Board of Directors (the “Board”) in 2005 and beyond.

Article II
DEFINITIONS

2.1 Definitions. The following definitions apply unless the context clearly indicates otherwise:

(a)  Alcoa Stock Fund means the Investment Option established hereunder with reference to the Alcoa Stock Fund under the Savings Plan.
(b) Beneficiary means the person or persons designated by a Director under Section 4.1 to receive any amount payable under Section 5.3.
(c) Chairman means the Chairman of the Board.

(d) Credits means amounts credited to a Director’s Deferred Fee Account, with all Investment Option units valued by reference to the comparable
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fund offered under the Company’s principal savings plan for salaried employees (“Savings Plan”).

Deferred Fee Account means a bookkeeping account established by the Company in the name of a Director with respect to amounts deferred
hereunder.

Director means a non-employee member of the Board who participates in this Plan. Any Director who is a director or chairman of the board of
directors of a subsidiary or affiliate of the Company shall not, by virtue thereof, be deemed to be an employee of the Company or such subsidiary or
affiliate for purposes of eligibility under this Plan.

Director Share Ownership Guideline means the minimum number of shares of Company stock or stock equivalents required to be held by each
Director, as established from time to time by the Board. Effective January 1, 2005, the Director Share Ownership Guideline is 10,000 shares. Until
the Director Share Ownership Guideline is satisfied by a particular Director, he or she is required to defer the Required Deferral Amount (defined
below) or otherwise use that amount of annual Fees for the purchase of Company stock.

Fees means all cash amounts payable to a Director for services rendered as a member of the Board in 2005 and thereafter that are specifically
designated as fees, including, but not limited to, annual and/or quarterly retainer fees, fees (if any) paid for attending meetings of the Board or any
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Committee thereof, Committee Chair fees, Lead Director fees and any per diem fees.

(i) Investment Options means the respective options established hereunder with reference to the comparable funds under the Savings Plan.

(3) Required Deferral Amount means $100,000 of annual Fees, until such time as a Director has satisfied the then applicable Director Share Ownership
Guideline.

(k)  Secretary means the Secretary of the Company.

()  Unforeseen Emergency means a severe financial hardship to the Director resulting from (1) an illness or accident affecting the Director or his or her
spouse or dependent; (2) loss of the Director’s property due to casualty; or (3) other similar extraordinary and unforeseeable circumstances arising as
a result of events beyond the Director’s control.

Article III
DEFERRAL OF COMPENSATION

3.1 Amount of Deferral. Beginning January 1, 2005, until a Director owns beneficial shares of Alcoa Stock and/or has units in the Alcoa Stock Fund at
least equal to the then applicable Director Share Ownership Guideline, the Director will be required to defer at least the Required Deferral Amount in the Alcoa
Stock Fund. Beyond that requirement, a Director may elect to defer receipt of all Fees, or of all Fees of one or more types, or a specified portion (in 1%
increments) otherwise payable to him or her.
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3.2 Manner of Electing Deferral. A Director may elect, or modify a prior election, to defer the receipt of all or certain Fees by giving written notice to the
Secretary on a form provided by the Company, or in any other manner that is deemed sufficient from time to time by the Chairman.

3.3 Annual Elections of Deferral. An election to defer Fees shall be made prior to the beginning of the calendar year in which the Fees will be earned;
provided, however, that an election made within 30 days after a person first becomes a Director shall be effective for Fees earned during that year. An election
shall continue in effect until the end of the year following the date of the deferral election, or until the end of the Director’s service on the Board, whichever shall
occur first. The election to defer receipt of payment may not be canceled or modified unless the Chairman, in his sole discretion, determines that an Unforeseen
Emergency exists, or except as otherwise permitted by Internal Revenue Service regulations.

3.4 Deferring Fees. A Director shall designate the portion of his or her deferred Fees to be invested in one or more of the Investment Options. Deferral of
the Required Deferral Amount into the Alcoa Stock Fund is required until the Director Share Guideline is satisfied. Any Director who has satisfied the Director
Share Ownership Guideline or who wishes to defer funds other than the Required Deferral Amount may designate Investment Options other than the Alcoa Stock
Fund for those amounts. A Director’s deferred Fees shall be credited to the designated Investment Option(s) at the beginning of the calendar quarter following the
quarter in which such Fees were earned. Such Fees shall be credited to the Director’s Deferred Fee Account as Credits for “units” in the Director’s Deferred Fee
Account. As of any specified date, the value per unit in the
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Director’s Deferred Fee Account shall be deemed to be the value determined for the comparable fund under the Savings Plan.

3.5 Transfers. A Director may elect to designate a different Investment Option for all or any portion of the Credits for units in the various Investment
Options in his or her Deferred Fee Account, except that, once the Credits in the Alcoa Stock Fund equal the Director Share Ownership Guideline, Credits for at
least that number of units must be maintained in the Alcoa Stock Fund for the duration of the Director’s service on the Board. Beginning six (6) months after
termination of Board service, and prior to a complete distribution of the Director’s account, the Director may transfer Credits for units in the Alcoa Stock Fund to
other Investment Options to the same extent and frequency as a participant in the Savings Plan. A written election on a form provided by the Company for
transfer of investments into or out of any fund other than the Alcoa Stock Fund must be received by the Secretary prior to 4:00 p.m. Eastern Time on the business
day when it is to become effective. Transfer of investments into or out of the Alcoa Stock Fund must be received by 8:00 a.m. Eastern Time on the business day it
is to become effective. Such transfers into or out of the Alcoa Stock Fund can be accomplished only once every fifteen (15) days. In addition, such transfers shall
be subject to reasonable administrative minimums, and any restrictions recommended by counsel to assure compliance with applicable law.

3.6 Method of Payment.

(a)  All payments with respect to a Director’s Deferred Fee Account shall be made in cash, and no Director shall have the right to demand payment in
shares of Company Stock or in any other medium.
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(b) Payments shall be made in a lump sum as soon as administratively practicable following six (6) months after the conclusion of the Director’s service on the
Board. Notwithstanding the foregoing, a Director can elect (at the time of making his or her annual deferral designation under Section 3.3) to receive the
deferred Fees in up to ten (10) annual installments. The first such installment payment shall occur during the sixth month following the conclusion of the
Director’s service on the Board, or during the first month of the calendar year following the conclusion of the Director’s service on the Board, whichever
occurs later.

(c)  An election to receive installment payments in lieu of a lump sum, if made by a Director at any time other than the time when the deferral designation is
made with respect to Fees to be earned in a given year, must be made at least twelve months before the Director’s service on the Board ends, and that
election will result in a delay of payment with respect to such Fees of five (5) years from the date of the end of the Director’s service.

Article IV
BENEFICIARIES

4.1 Designation of Beneficiary. Each Director may designate from time to time one or more natural persons or entities as his or her Beneficiary or
Beneficiaries to whom the amounts credited to his or her Deferred Fee Account are to be paid if he or she dies before all such amounts have been paid to the
Director. Each Beneficiary designation shall be made on a form prescribed by the Company and shall be effective only when filed with the Secretary during the
Director’s lifetime. Each Beneficiary
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designation filed with the Secretary shall revoke all Beneficiary designations previously made. The revocation of a Beneficiary designation shall not require the
consent of any Beneficiary. In the absence of an effective Beneficiary designation, or if payment can be made to no Beneficiary, payment shall be made to the
Director’s estate.

Article V
PAYMENTS

5.1 Payment of Deferred Fees. No payment may be made from a Director’s Deferred Fee Account except as provided in this Article, unless an Unforeseen
Emergency exists as determined by the Chairman in his sole discretion. If an Unforeseen Emergency is determined by the Chairman to exist, the Chairman shall
determine when and to what extent Credits in the Director’s Deferred Fee Account may be paid to such Director prior to or after the Director’s service on the
Board; provided, however, that the amounts distributed in connection with such an emergency cannot exceed the amounts necessary to satisfy the emergency plus
what is necessary to pay taxes reasonably anticipated as a result of the distribution, after taking into account the extent to which the hardship is or may be relieved
through reimbursement or compensation by insurance or otherwise or by liquidation of the Director’s assets (to the extent such liquidation would not itself cause
severe financial hardship.).

5.2. Payment upon Termination of Service on the Board. The value of a Director’s Deferred Fee Account shall be payable in cash in a lump sum as soon as
administratively practicable following six (6) months after the Director’s service on the Board ends, or if elected in advance by the Director under Section 3.6
hereof, in annual installments. If installments are elected, the amount of each payment shall be a fraction of the value of the Director’s Deferred Fee Account
designated by the Director for
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installment payments and in such account at the end of the Director’s service on the Board, the numerator of which is one and the denominator of which is the
total number of installments elected minus the number of installments previously paid. Such installment payments shall be made during the first month of each
succeeding year until said account is exhausted, except as provided in Section 5.1 or Section 5.3.

5.3 Payment upon a Director’s Death. If a Director dies with any amount credited to his or her Deferred Fee Account, the value of said account shall be
paid as soon as administratively practicable in a single payment to the Beneficiary (or in several payments to each of the Beneficiaries if more than one were
named by the Director) or to the Director’s estate, as the case may be.

Article VI
MISCELLANEOUS

6.1 Director’s Rights Unsecured. Payments payable hereunder shall be payable out of the general assets of the Company, and no segregation of assets for
such payments shall be made by the Company. The right of any Director or Beneficiary to receive payments from a Deferred Fee Account shall be a claim against
the general assets of the Company as an unsecured general creditor. The Company may, in its absolute discretion, establish one or more trusts or reserves, which
may be funded by reference to amounts of Credits standing in the Director’s Deferred Fee Accounts hereunder or otherwise. Any such trust or reserve shall
remain subject to the claims of creditors of the Company. If any amounts held in a trust of the above described nature are found (due to the creation or operation
of said trust) in a final decision by a court of competent jurisdiction, or under a “determination” by the Internal Revenue Service in a closing agreement in audit or
final refund disposition (within the meaning of Section 1313(a) of
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the Internal Revenue Code of 1986, as amended), to have been includable in the gross income of a Director or Beneficiary prior to payment of such amounts from
said trust, the trustee for the trust shall, as soon as practicable, pay to such Director or Beneficiary an amount equal to the amount determined to have been
includable in gross income in such determination, and shall accordingly reduce the Director’s or Beneficiary’s future benefits payable under this Plan. The trustee
shall not make any distribution to a Director or Beneficiary pursuant to this paragraph unless it has received a copy of the written determination described above,
together with any legal opinion that it may request as to the applicability thereof.

6.2 Responsibility for Taxes. The Director or Beneficiary is liable for any and all taxes that are applicable to the amounts payable under the Plan, including
any taxes deemed payable prior to payment out of the Plan.

6.3 Non-assignability. The right of any Director or Beneficiary to the payment of Credits in a Deferred Fee Account shall not be assigned, transferred,
pledged or encumbered and shall not be subject in any manner to alienation or anticipation.

6.4 Administration and Interpretation. The Plan shall be administered by the Secretary’s office. Questions of construction and interpretation will be referred
to the Chairman. The Chairman’s decision shall be final and binding.

6.5 Amendment and Termination. The Plan may be amended, modified or terminated at any time by the Board. No amendment, modification or termination
shall, without the consent of a Director, adversely affect such Director’s rights with respect to amounts theretofore credited to his or her Deferred Fee Account or
earlier effect the payment of Fees already deferred.
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6.6 Notices. All notices to the Company under the Plan shall be in writing and shall be given to the Secretary or to an agent or other person designated by
the Secretary.

6.7 Governing Law. This Plan shall be construed in accordance with and governed by the laws of the Commonwealth of Pennsylvania, excluding any
choice of law provisions, which may indicate the application of the laws of another jurisdiction.
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FINAL TRANSCRIPT
AA - Q4 2004 ALCOA Inc Earnings Conference Call
CORPORATE PARTICIPANTS
Alain Belda
ALCOA Inc - Chairman, CEO

Rick Kelson
ALCOA Inc - CFO, EVP

CONFERENCE CALL PARTICIPANTS

Alberto Arias
Goldman Sachs - Analyst

John Hill
Smith Barney - Analyst

Daniel Roling
Merrill Lynch - Analyst

Wayne Atwell
Morgan Stanley - Analyst

John Tomazos

Prudential - Analyst

Caglar Somek
Credit Suisse First Boston - Analyst

John Mack

Columbia Management - Analyst

Sam Arnold
Friedman, Billings, Ramsay - Analyst

John Redstone
Des Jardins - Analyst
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J.P. Morgan - Analyst
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BMO Nesbitt Burns - Analyst

Steve Bonnyman
CIBC World Markets - Analyst

Mark Parr
Keybanc Capital Markets - Analyst

Charles Bradford
Bradford Research - Analyst

Chuck Harris
Analyst

PRESENTATION
Operator

Good afternoon. Welcome to the 4th quarter 2004 Alcoa Inc. earnings call. Today’s conference will be hosted by Alain Belda, Chairman and CEO, who will
review full year 2004 results and Rick Kelson, Chief Financial Officer who will discuss the 4th quarter and the current business condition. Before I turn it over to
Alain, I would like to remind you that in discussing the company’s performance today we’ve included some forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. Such statements relate to future events and expectations and involve known and unknown risks and
uncertainties. Alcoa’s actual results or actions may differ materially from those projected in the forward-looking statement. For a summary of specific risk factors
that could cause results to differ materially from those expressed in the forward-looking statements, refer to the Alcoa annual report on Form 10-K for the year
ended December 31, 2003, filed with the SEC. In our discussions today we also include some non-GAAP financial measures. You can find our presentation on
the most directly comparable GAAP financial measures calculated in accordance with generally accepted accounting principles and our related reconciliation on
our website at www.alcoa.com under the investor section. At this point, I would like to turn it over to Alain.

Alain Belda - ALCOA Inc - Chairman, CEO

Well, good afternoon and thank you for joining us. I am going to review today the 2004 plan and give you some insight on 2005. Rick will then cover in detail the
quarter of 2004. 2004 was strong year for Alcoa from a number of perspectives. From a financial perspective, we’ve grown our earnings by over 33% to $1.4



billion. In addition to the LME base price increases we have grown our top line by nearly $900 million. We took advantage of a stronger LME pricing in market
strength in many of our downstream markets and earnings growth has been broad-based with four out of six operating segments showing double-digit earning
growth for the full year. The profitability in growth led to strong cash generation with cash from operations at $2.4 billion. And this strong cash flow allowed us
to continue to pay down debt with our debt ratio now under 30%. And we continue to invest in our growth projects. And while profitability has grown we’ve
continued to live our values and safety is at an all-time high and as Rick will show you again in his presentation. We’ve continued to strengthen our financial
control environment. During the course of 2004 we completed more than 700 audits in preparation for our SOX certification. And this to me is a testament of the
strong control environment and discipline we have in place at Alcoa. During the year we resolved many of the industrial relation issues facing the company, the
five-day notices, the ABI strike, the Wenatchee situation, have all been resolved, and allowed us to restart ABI and Wenatchee.
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© 2005 2002 Thomson Financial. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means
without the prior written consent of Thomson Financial.



FINAL TRANSCRIPT

AA - Q4 2004 ALCOA Inc Earnings Conference Call

In addition, we now align our business units along global lines. This new global organization will allow us to better focus on our global customers and take
advantage of low cost operating platforms. As we complete this reorganization of our businesses and of our leadership, I fully expect that we will continue to
optimize our global production system which could potentially as we proceed to unbundling services, outsourcing and relocating assets, could result in
restructuring charges in the 1st half of 2005. We continue to invest in the future by breaking ground in the Iceland smelter and making progress in a number of
low capital brownfield projects we have from refining in Australia and Jamaica to smelting in Brazil and we continue to make progress on our Russian deal that
we expect to close in this 1st quarter. We now have been much more diligent also about divesting noncore assets and this year we’ve divested the chemical
business, certain foil assets and the packaging equipment business, just to name a few. And we continue to optimize the portfolio as we have recently announced
the AFL transaction where we will gain the [inaudible] business and Fujikura will take the telecommunications business. Let me give you some insight on some
of the cost headwinds we’ve seen this year and the actions we’ve taken. You have seen this chart before and it shows the cost pressures we’ve been under this
year and how we were able to offset those pressures. Both currency and energy were big negatives in the year with much of the power related to 1/3 of our energy
that is still tied to the LME. To offset those cost pressures we were able to successfully capture both prices and volume gains and achieve cost savings on a year-
over- year basis. The other category includes items from 2003 that did not recur such as a tax benefit and insurance proceeds and incremental costs this year like
ABI and the Grass River Reserve. I’ll address currency in this next slide.

Much of the cost pressure we saw 2004 we have been — have been shared by the industry. This is a view of how the industry cost curve has changed with the
average cost curve — cost — cash cost increasing over $200 per ton with the higher end of the cash cost curve experiencer — experiencing the greater cost
increases. This is due at a combination of higher input costs like alumina and carbon products and a much weaker dollar. With the 2004 global demand of
approximately 29 million metric tons, the implied clearing price is in excess of $1,900 per metric ton. At any price lower than this, a substantial percentage of the
supply curve faces negative cash contribution. This is good news going forward. Let’s look at currency now. In the past I’ve talked to you about how we are
naturally hedged against currency fluctuation in the long-term. And given fact that we operate in 43 countries around the world and we are exposed to a variety of
currencies, commodities and metal prices. Over the long-term, this combined exposure generally has had a minimal effect on the overall earnings of the company.
However, this recent sharp decline of the U.S. dollar against most of the major currencies has led to a tightening of margins in the upstream. The short term
impact of the cost structure is immediately felt while the impact on metal prices is longer term. On the chart on the bottom right, you can see the net income
impact of a one cent charge in each of the three major currencies. If we assume that the year- end exchange rates are constant over the next 12 months, currency
could have a negative impact of approximately $130 million in 2005.

This excludes the balance sheet translation effect that will move based on balance and specific currencies. But there were a lot of pressures and let me talk to you
about 2005 now as we go forward. We are anticipating — anticipating much higher input costs for the full year of 2005. We are expecting resin prices to be up
nearly 20% and higher caustic prices. We use approximately 1 million metric tons of caustic each year, higher caustic prices alone will negatively affect our costs
by approximately $130 million on a pretax basis. We anticipate higher energy costs also driven by gas, oil, and metal prices. However, we have plans that at a
minimum offset all the cost inflation through continuing implementation of the Alcoa business system, procurement savings through the global procurement
organization and the optimization we expect from the new organization and leadership. Other savings we are pursuing include low cost country sourcing, lower
material use rate and lower cost transportation sources. So let me summarize some of the other initiatives for 2005. We have taken the necessary steps to continue
to cut costs throughout the company but this is not level loaded. It will be affected in every quarter and will affect every quarter differently. Market conditions
remain strong. Both the alumina and primary aluminum markets appear to be tight and some of our key downstream markets continue to recover. There are
pricing opportunities in every segment and we intend to take advantage of each and every one of them. Capacity restarts at Massena, ABI and Wenatchee will add
over 200,000 metric tons directly contributing to revenue and profit in 2005, and we will continue to capture the higher metal prices as they come.

We are executing on our growth project, the Iceland Greenfield will come in line in 2007. Our Brownfields in Suriname, Brazil, western Australia and a multitude
of creep projects in the upstream will add an expected 800,000 metric tons of alumina in 2005. We continue to make progress on the Russia deal and we are
looking forward to a successfully integrating those assets this year. At this point, I would like to turn it over to Rick and I’ll come back at the end of Rick’s
presentation and cover, summing up all of this work. Rick

Rick Kelson - ALCOA Inc - CFO, EVP

Thanks Alain. Today I will walk us through the 4th quarter result and discuss our outlook in the key markets that we serve. For the quarter, income from
continuing operations was 39 cents per share, quarterly revenue was up 3% sequentially and up 12% over the 4th quarter of last year. As Alain noted year-to-date
revenue is the highest ever. Increased input costs continue to impede progress in our cost savings challenge. R. O. C. on a trailing 4th quarter basis
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was 8.5%, a 1.5% increase over 4th quarter of last year. We maintain our debt to capital ratio within the target range of 25 to 35% ending the quarter at 29.3%.
First as always let me turn to safety. 2004 marks another year of best ever safety results. For the first time our loss workday rate dropped below 0.10. This lost
workday rate of 0.09 represents a 25% improvement over 2003, the highest year-over-year improvement in five years. By lowering our loss workday rate to 0.09
in 2004 we avoided 36 injuries relative to 2003. To put this in perspective, for 2004 we had just 114 lost workday incidents for nearly 258 million hours worked
across Alcoa’s global locations. Including acquired locations at year end 83% of our locations had worked a full twelve-month period without experiencing a lost
workday case and 39% of our locations had not experienced a recordable case in the same period. Let us turn to the financials for the quarter. As usual this slide
compares our 4th quarter results with the prior quarter. Let’s walk through some of the key points on the income statement. For the quarter metal price was up by
$101 per ton and sales were up $163 million.

Costs were up 177 million, larger than the increase in sales due to currency, seasonality effects and costs associated with smelter restarts and the strike at ABI.
SG&A was up 30 million with the largest increases coming from deferred comp and currency. Other income increased by $13 million, largely due to the transfer
of mining rights at Juruti to AWAC. This event combined with a benefit of reversing a reserve on a net operating loss in the U.K. decreased our effective tax rate
to 14% for the quarter. As previously announced, we also recorded a loss in discontinued operations to bring certain assets predominantly the telecommunications
business, to fair value. Had we expensed stock options in the 4th quarter the net impact would have been 9 million or one cent per share as compared with 9
million in the 3rd quarter and $17 million in the year ago period. Restricted share expense in the 4th quarter of ‘04 was minimal. Let’s take a minute to look at the
year-to-date performance. As Alain presented on a full year basis, financial performance has improved significantly with a 33% increase in income from
continuing operations. Much of the favorable performance is based on higher metal prices and volume growth flowing to the bottom line partially offset by higher
input costs, higher energy and an unfavorable currency effect. It’s worth noting that our effective tax rate was consistent with last year’s low level as we continued
to effectively manage tax. Next let’s turn to the balance sheet.

The company continued to make progress in managing key elements of our balance sheet. As you can see on the chart in the upper left CapEx have ramped back
up as we proceed with large upstream expansion projects. While expenditures on large growth projects have increased considerably, non-growth spending has
only increased marginally from the reduced level of 2003. Spending was well below 2002 levels. The chart on the lower left shows the day’s working capital is
decreased by almost two days versus 2003 and is down by almost five days from 2002. Preliminary cash from operations for the quarter appears to be $1 billion.
Since the 4th quarter of 2003, we’ve brought our debt level down 1.2 billion to 6 billion. This is a $2.5 billion decrease versus 2002. We ended the year with a
debt to capital ratio of 29.3% within the target range of 25 to 35%. Now let’s take a look at our 2005 CapEx. We expect 2005 CapEXx to increase by approximately
1.4 billion over 2004 levels largely due to the previously announced major growth projects. These include the Iceland smelter, the Pinjarra refinery expansion, an
anode plant in Norway, the expansion of the smelter in San Luis and the upgrade of the smelter in Spain. Now let’s take a look at some major transactions that
occurred in the 4th quarter. First, we completed the sales of our Integris equity share for cash proceeds of approximately $205 million. We will have a immaterial
gain on the sale. The results of Integris were flowing through the other segment. We also announced a deal involving AFL.

We will take 100% ownership of the AFL automotive business and Fujikura will own the telecommunications business. This is a share exchange and cash deal
but since it’s not completed yet we haven’t announced the actual terms. Like Integris these results were going to the quote, unquote other segment. 2004 revenue
from the telecommunications business was roughly 400 million and revenue from the automotive business was approximately 1.3 billion. Now let’s look at an
update on our pension position. We typically give you an update both on pension and stock option expense at this time of year. Our pension assets performed very
well this year returning 11.75%. Combined with our long-term return assumption of 9% and a discount rate assumption of 6% we are expecting a $20 million
increase in expense for 2005 for the major plans with no material change in cash funding. In 2004 we accrued an incremental $22 million in pension liability.
Regarding stock options, we are planning on expensing in the 3rd quarter and we are in the process of evaluating methods evaluation and we will give you further
detail at the end of the 2nd quarter. Now let’s turn to the market conditions. This chart shows the distribution of revenue by market as of the 4th quarter. On the
right you can see the relative percent change from the 3rd quarter and the year ago quarter. Note in this view of revenue we grew [inaudible] with packaging.
Relative to the 3rd quarter, alumina realized prices were flat while primary realized prices were up 4%. Versus the years ago period alumina realized prices rose
17% while primary realized prices increased 21%.

Versus the prior quarter modest gains were made in aerospace and automotive with declines in the other downstream businesses. The largest decline was in the
building and construction market which experienced a typical seasonal slowdown during winter months. Let’s turn to the segments starting with alumina and
chemicals. As you’ll recall, the left-hand graph shows the relative importance of the various markets in each segment. These are based on 4th quarter revenues.
On a sequential quarter basis after tax operating income for the alumina segment increased by $8 million or 5%, driven by the transfer of rights of the Juruti mine
in Brazil to AWAC. Recall that the 3rd quarter included a $25 million gain for the early termination of a supply agreement. Moving to the current
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business conditions on the positive side, LME based pricing for alumina should continue to be favorable. We have been able to achieve on average a 2% increase
in LME pricing on 1/3 of our external contracts for 2005. On the negative side higher caustic soda costs and potentially a stronger A dollar could impede
performance. In addition obviously the gain in the 4th quarter on the transfer rights of the Juruti mine will not recur. Moving on to the primary metal segment. On
a sequential quarter basis, ATOI improved by $10 million or 5% from the prior quarter, largely due to increased price and volume. These increases were partially
offset by the weaker U.S. dollar and higher input costs. Realized prices improved by 3 cents per pound and 3rd party shipments were up 5%. Moving to current
business conditions.

The positives for the segment include metal prices which remain strong as well as the restart of our smelters at ABI, Wenatchee and Massena. These restarts are
expected to contribute 40,000 metric tons of volume in the 1st quarter. Offsetting these positives are costs related to restarting curtail production as well as the
higher carbon and energy costs that Alain mentioned earlier. Also the Canadian dollar and the Euro are expected to remain strong. Next let’s turn to the flat rolled
products segment. On a sequential quarter basis, ATOI decreased by $3 million on lower volume largely in the canned sheet business. Continued strong pricing in
North America helped to offset the traditional slow down in canned sheet. As the current business conditions we see continued strength in the aerospace and
distribution markets and on the negative side seasonal slowness in the canned sheet market will continue. In addition decreased automotive build rates at Ford and
GM will hurt segment performance. Next let’s turn to the engineered products segment. On a sequential quarter basis ATOI declined by 17% to $50 million. The
decline in profitability was largely driven by weakness in the European extrusions market where we are seeing weak market conditions erode conversion pricing.
Looking forward on the positive side we expect to see continued strength in the aerospace distribution and commercial vehicle markets. Offsetting these positives
we expect seasonal weakness in building and construction to continue in addition to the softness in North American automotive build rates that I just mentioned
in the prior segment.

Next let’s turn to packaging and consumer. Sequentially ATOI declined by $3 million to 7% driven by seasonal declines in closures and higher resin costs. These
effects were partially offset by seasonal improvement in the consumer products business. Versus the 4th quarter of 2003 ATOI declined by $13 million on higher
revenue due to persistent increase and input costs. As to current business conditions we expect seasonal weakness in closures and consumer products, input costs
specifically metal and resin are expected to remain high and to continue pressuring margins. Now let’s turn to the others segment. Through this quarter the quote,
unquote other segment included the AFL automotive business, Alcoa home exteriors which is our residential buildings products business, automotive structures
and the Integris joint venture. AFL telecommunications has been removed from the segment and has been classified as discounted operation. The Integris joint
venture has been sold and will not be in the segment going forward. Sequentially revenues decreased by 3% and ATOI fell by 19 million due to seasonal declines
in the residential construction market. Moving to the current business condition, the seasonal softness in building products will persist and as I already mentioned
GM and Ford have already announced build rate reductions. I’d like to turn it back over to Alain now to summarize our expectations for the quarter.

Alain Belda - ALCOA Inc - Chairman, CEO

Well, if you want to put 1st quarter in context, we see alumina and primary metal prices remaining high and the restart of primary metals and the creep in
production in alumina. We see a strong aerospace and distribution market and better prices in the 1st quarter as the ability to reprice alumina contract as well as
some of the manufacturing products. On the negative side we continue to see a lot of pressure from the input costs area, energy, caustic, carbon, resins. Normal
seasonal weakness in consumer products, closures, canned sheet and building products, OEM’s in the U.S., GM and Ford, build rate declining, they announced
7% decline and potentially unfavorable currency effect as well as the smelter restart costs. We intend to offset the input cost increases with productivity and
procurement initiatives, capturing higher prices across the enterprise and passing through higher input costs, manage large capital projects effectively and
integrate the Russian assets during this year of 2005. Now we are going to be open for questions.
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QUESTION AND ANSWER

Operator

Thanks very much, sir. Ladies and gentlemen, if you have a question, please key star, one now on your touchtone telephone. If your question has been answered
or you wish to withdraw your question at any time, please key star, two. Questions will be taken in the order they are received. Please key star, one now to begin.
And we will wait one moment to compile a list of questions. And your first question comes from Alberto Arias of Goldman Sachs. Please proceed sir.

Alberto Arias - Goldman Sachs - Analyst

Yes, good afternoon gentlemen. A couple of questions. The first one is with regards to your cost reduction programs. Typically you present an update on how
much of these cost reductions you have achieved in the 3rd quarter we saw that some of these cost reductions went in reverse. We haven’t seen it here in this
presentation. Could you give us an update on where do you stand in the 4th quarter on that process and should we still be expecting the $1.2 billion cost reduction
that you had on your target?

Rick Kelson - ALCOA Inc - CFO, EVP

Well, as you’ve noted, Alberto, the 4th quarter we saw continued erosion in the cost savings and as Alain had pointed out in his presentation that we are
continuing to get cost savings but now they are with some of the cost input pressures that we’ve seen essentially what we’ve been doing is offsetting the cost
inflationary pressures and input pressures that we’ve seen. As you know us we remain committed to cost cutting and we will continue to pursue the goal. But
right now the effort is in offsetting those input costs. We do have Alain has mentioned some of them, lots of efforts to go to increase the cost savings, Alain?
Alain Belda - ALCOA Inc - Chairman, CEO

Well what we said if you go back to my slide on cost pressures, what I said is that we’ve offset most of the costs related to raw materials, freight and labor and
exceeded that by $143 million. Unfortunately we had energy on the other side was $207 million negative and then currency 117, which also affects the cost in the
different places where we operate. So, yes, we’ve had cost savings. Unfortunately while they exceeded the raw material costs and freight and labor costs they still
weren’t sufficient to offset energy and currency effects.

Alberto Arias - Goldman Sachs - Analyst

Okay. Second question with regards to foreign exchange translation losses which impact your results when the dollar weakens and when it strengthens as well,
other companies typically strip it out from operating earnings. Is there a sense of what order of magnitude of an impact it had during the 4th quarter so that we can
compare it with other companies?

Rick Kelson - ALCOA Inc - CFO, EVP

It was immaterial during the 4th quarter, Alberto. We’ve taken the position that when it is of any significance that we report it. But it was immaterial for the 4th
quarter.

Alberto Arias - Goldman Sachs - Analyst

All right. Thanks.

Alain Belda - ALCOA Inc - Chairman, CEO

It’s still 200 some million dollars for the year.

Alberto Arias - Goldman Sachs - Analyst
Yes, okay, thanks.

Operator

Thank you very much, sir. Ladies and gentlemen your next question comes from John Hill, Smith Barney. Please proceed.

John Hill - Smith Barney - Analyst

Good afternoon, everyone and as well thank you for providing some more currency sensitivities in the hand out. That’s a great addition to it. I guess I’d like to
follow up a little bit on Alberto’s question with regard to the productivity gains budgeted at $377 million for next year and offset a number of areas escalation.
That’s pretty aggressive. I was wondering if you could give us color on some of the geographies, segments, the spread over the year and most importantly, how
much conviction you have in those targets?

Rick Kelson - ALCOA Inc - CFO, EVP

We have a lot of conviction in the targets, John. They come from the businesses. They are part of the roll up in there and their planning process so each business
has a very specific plan. Most of those would be on, you know, kind of 30, 60, 90-day plan, implementation but they roll up their entire year. So our degree of
confidence that we are going to be able to offset and achieve those
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is quite high and it really does, it is all over the landscape. It is in each and every business has, you know, a set of goals and they are working those.

Alain Belda - ALCOA Inc - Chairman, CEO
So we’ve got compensation tied to those results. We’ve got very specific 30, 60, 90-day goals. We are pretty confident that we get these.

John Hill - Smith Barney - Analyst

Thank you. And then just briefly you mentioned about a 2% increase in alumina contract prices. I wasn’t sure exactly whether you were referring to the structure
of the contracts in terms of a percentage participation. Are you implying that alumina new contracts are being priced, let’s say, at 15% of LME versus 13 or did
we misinterpret the statement?

Rick Kelson - ALCOA Inc - CFO, EVP

We said two percentage, two percentage points on about 1/3 of the volume of our external market.

John Hill - Smith Barney - Analyst
Okay 2% of the LME price?

Rick Kelson - ALCOA Inc - CFO, EVP
Right.

John Hill - Smith Barney - Analyst
Very good, thank you.

Operator

Thank you very much, sir. Ladies and gentlemen your next question comes from Daniel Rowling of Merrill Lynch. Please proceed.

Daniel Roling - Merrill Lynch - Analyst

Thank you. Rick, could you review for us when you took that reserve in the past so we can go back and look and see how we treated it as it relates to earnings, the
21 million, I believe I’m referring to? The valuation reserve?

Rick Kelson - ALCOA Inc - CFO, EVP

I’'m sorry, we — could you repeat the question?

Daniel Rowling - Merrill Lynch - Analyst

Yes, basically there’s a $21 million valuation reserve for foreign net operating losses. When was that taken originally?

Rick Kelson - ALCOA Inc - CFO, EVP

Over a long period of time. I’m not sure where -

Daniel Rowling - Merrill Lynch - Analyst

It was little bit here, a little bit there, wasn’t any one big amount?

Rick Kelson - ALCOA Inc - CFO, EVP

Net operating loss reserve in the tax treatment. Oh, no, that would have been, the net operating one would have occurred over a long period of time. There was, I
mentioned the discrete items being the UK loss, that occurred in the 4th quarter. But the other periods would have just, it’s a true up over a period of time.
Daniel Roling - Merrill Lynch - Analyst

Okay. Thank you.

Operator

Thank you very much, sir. Ladies and gentlemen, your next question comes from Wayne Atwell of Morgan Stanley.

Wayne Atwell - Morgan Stanley - Analyst

Thank you. Just a couple of minor housekeeping items. Did you have any buybacks in the 4th quarter?

Rick Kelson - ALCOA Inc - CFO, EVP
No.

Wayne Atwell - Morgan Stanley - Analyst

Okay. Can you give us an estimate of tax rate for the 1st quarter and for ‘05? And could you explain the tax rate for the 4th quarter? I’'m a little bit confused by
that.
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Rick Kelson - ALCOA Inc - CFO, EVP

The tax rate you should look for, for ‘05 would be 29%. That would be the expected run rate. And what we had happen in the 4th quarter is under the basic
current accounting and changes what we’ve got to do is when have you an event, a discrete event occur you have to take it then and then what we mentioned we
had one with regard to U.K. losses and that accounted for a large segment. The rest of the tax transaction effecting the rate for the 4th quarter really had to with
the Juruti sale and the way that, you know, basically washed through the statements. So what had you was Juruti and this one discrete item with the U.K. NOLs
affecting the tax rate.

Wayne Atwell - Morgan Stanley - Analyst

Could you explain the impact of your strike on the 3rd and 4th quarters, how much that impacted you? It sounds like it will be about 10 million as you start to
pass the end of the 1st quarter?

Rick Kelson - ALCOA Inc - CFO, EVP

10 million is what we are looking to see for the restart there and it was approximately 3 cents in each quarter for ABI.

Wayne Atwell - Morgan Stanley - Analyst
So it would have been 3 cents for the 3rd and 3 cents for the 4th?

Rick Kelson - ALCOA Inc - CFO, EVP
Yes.

Wayne Atwell - Morgan Stanley - Analyst
Thank you.

Operator

Ladies and gentlemen, your next question comes from John Tomazos with Prudential. Please proceed.

John Tomazos - Prudential - Analyst

The $200 that’s on or roughly 9-cent per pound increase in global average smelting costs is very violent and essentially reshuffles the deck of comparative
advantage. Could you talk about which of your businesses or smelting divisions improved in relation to peers and what new cost initiatives, new strategic
initiatives Alcoa dynamically will pursue as the industry changes rapidly?

Alain Belda - ALCOA Inc - Chairman, CEO

Well, I think the U.S. smelter have improved and the Brazilian smelter has improved. So these brought the average costs down, then because of the currency
effects on the raw material effects the Canadian smelters and the Australian smelters and the European smelters suffered a higher cost. As to what we are doing
about, it is exactly what we are investing in is we are putting as of next year with the creep expansion basically in the Atlantic basin what we have is that the
refinery situation now will be 50/50 between Australia and the weaker Atlantic area. So we will have how you call more offset and as we put smelters in places
like maybe Trinidad Tobago and other places we announced we will have a better mix of smelters in terms of currencies and be more protected from that.

Rick Kelson - ALCOA Inc - CFO, EVP

The other thing is that really and Alain could probably comment more on this, but the structure that we’ve not pushed on the globalization will allow for even
better best practice transfers in savings as we, you know, leverage and aggregate buys more clearly. I mean we did all of that but this really helps those particular
groups function on a clearer best practice approach and a better sharing than what’s already quite good.

Alain Belda - ALCOA Inc - Chairman, CEO

I think it’s not about the smelters but I think it’s a good issue because as we have on the fabricated side, for instance, we had a North American view for one side
and then a European view for a second. We now have an integrated view which permits people to more freely and more rapidly consider exporting from the U.S.
and to Europe which they weren’t doing before. So there is alternatives and opportunities there coming up from the change in the organization and how we look at
the world and to these products.

John Tomazos - Prudential - Analyst

Thank you.

Operator
Thank you very much, sir. Ladies and gentlemen, your next question comes from Caglar Somek with Credit Suisse First Boston. Please proceed.
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Caglar Somek - Credit Suisse First Boston - Analyst

Hi, good afternoon. My question is related to the growth projects for 2005. Could you discuss a little bit what kind of assumptions you are making on the
aluminum price and also aluminum markets, what your expectations are for 2005 outlook? And also I had a follow-up question on the non-recurring items.
Alain Belda - ALCOA Inc - Chairman, CEO

I am not going to give you specific numbers for alumina and aluminum. But if you look at the market conditions you see a very tight market for alumina and a
continuing tight market for aluminum. We figured that the situation will be better. But remember these are projects that have three-year construction periods and
long-term maturities and so you can’t look at it that way specifically. What’s going to be the price next year or this year for metal.

Caglar Somek - Credit Suisse First Boston - Analyst

My question was more longer term actually not just, you know, it was two separate questions, one is what’s your take on the longer aluminum outlook and also
shorter on your expectation are for 2005. You make assumptions in terms of cost cutting, cost savings and productivity?

Rick Kelson - ALCOA Inc - CFO, EVP

I was going to say we are still seeing metal as we described it before in deficit as we come into 2005 and roughly 500,000 metric tons I think is the number we’ve
put out as our view of the current deficit. The second thing is a longer thing. Each of these large growth projects is done on a long-term basis at very low or what
we would call conservative, you know, estimates for pricing and planning and we maintain our flexibility of timing.

Alain Belda - ALCOA Inc - Chairman, CEO

I think that every time you get into a situation where metal prices go up people figure it’s going to be up forever when they go down they are going to be down
forever and we look at these things a long-term investments where the metal price is going to follow some cycles. At the moment the cycle is up it’s pushed by
basically China and is beginning to be pushed by India and Brazil. So these are the three countries that are growing, and Russia, by the way, and all of these
countries are pushing them. It doesn’t mean that tomorrow you don’t have a hard, how do you call it, landing for China or you have another situation like a 9/11,
or something that could change all of that. So we look at long-term cycles. We think we are in an upswing cycle at this moment. But that’s not the way we plan
these things. We plan them on long-term average prices of metal, long-term capital investments and at the moment this seems to be the right decision for to us
make.

Caglar Somek - Credit Suisse First Boston - Analyst

Okay. Just one last question as related to the income statement. I’'m looking at the restructuring and other charges, $1 million, it’s pretty much all restructuring
charges are pretty much offset by the gains. Can you just give more detail on an item by item basis? One time items.

Rick Kelson - ALCOA Inc - CFO, EVP

This quarter was very insignificant. Why don’t you call Bill and he’ll, you know, run you through whatever other details.

Operator

Thanks very much sir. Your next question comes from John Mack of Columbia Management. Please proceed.

John Mack - Columbia Management - Analyst

Hi, back on the topic of China there’s been a lot of speculation about them revaluing the RMB. If they were to increase it by five percentage points, how would
you feel about the outlook for the year?

Alain Belda - ALCOA Inc - Chairman, CEO

Well, China is taking a lot of action that would make me feel good about the year. Some of the taxes situation where they are eliminating benefits that we are that
were granted to exporters of metal or energy consumer industry which by the way is in line with what we’ve been saying all the time that China would have
energy problems, would not be a long-term competitive player in aluminum or any energy intensive industry. So I think at the moment the actions look good and
if you look at the cash cost curve I’ve shown, you have a lot of those Chinese plants at the end of that cash cost curve there.

John Mack - Columbia Management - Analyst

Maybe a follow up, this one related to national contracts. What proportion of your national contracts roll off in any given year and is this your sort of a normal
year?

Alain Belda - ALCOA Inc - Chairman, CEO

You are talking about labor contract?
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John Mack - Columbia Management - Analyst

No, no, supply contract to large customers.

Alain Belda - ALCOA Inc - Chairman, CEO

Well, we’ve got, usually, it varies. I mean, in different industries it will vary and it also will have different contracts which have proportional price supply, CPI
indexes, so it varies all over the industry. We are obviously working very diligently on every pricing possibility we have at the moment and I think that seems to
be a pretty good year for pricing.

John Mack - Columbia Management - Analyst

Thank you.

Operator

Thank you very much, sir. Ladies and gentlemen, your next question comes from Sam Arnold of Friedman, Billings, Ramsey.

Sam Arnold - Friedman, Billings, Ramsay - Analyst

Hi guys. I can see from the presentation that you didn’t have any expected labor cost pressures for 2005 and I was wondering if you could explain that and
actually talk with some color regarding the ABI agreement that was signed and if you see any cost pressures from labor going forward into 2006?

Alain Belda - ALCOA Inc - Chairman, CEO

Our labor contract — major labor contract which is a master labor contract which affects about 10,000 people in our company and the North American operation
which are the traditional core plants will start negotiations in May of this year but we have to settle on it by May of next year, 2006. So that’s why we didn’t
address it. On ABI, the big issue on ABI was a discussion around the rights of management to decide how jobs should be done and contracting out things like
snow removal and grass cutting and all these things. We reached an agreement with the unions on all of these issues, I think satisfactory agreement. And that’s
how the whole contract was settled.

Sam Arnold - Friedman, Billings, Ramsay - Analyst

Okay. So you didn’t see any material labor cost increases as a result of that new contract?

Alain Belda - ALCOA Inc - Chairman, CEO

We don’t see any material — and in Wenatchee, I think the big issue was getting the labor to pay for their welfare costs the same way as management does and
we agreed to do that and review it when we signed the next labor contract for the master contract and Wenatchee is included in that.

Sam Arnold - Friedman, Billings, Ramsay - Analyst

Gotcha. Okay. Thank you, guys. Appreciate it.

Operator

Thank you very much, sir. Your next question comes from John Redstone of Des Jardins. Please proceed.

John Redstone - Des Jardins - Analyst

Good afternoon, gentlemen. Quoted prices for flat rolled aluminum products were up quite sharply in the 4th quarter and also according to much of the trade press
that conversion fees for things like [inaudible] coal were also up quite strongly in the quarter. I was wondering whether or not this was reflected in your 4th
quarter results or whether there is much of a lag there?

Alain Belda - ALCOA Inc - Chairman, CEO

It was reflected in the last quarter. The last quarter was also reflecting a substantial reduction in volume in the canned sheet part of the business.

John Redstone - - Des Jardins - Analyst
Thank you.

Operator

Thanks very much, sir. Ladies and gentlemen, if you have a question, please key star, one now on your touchtone telephone. And your next question comes from
Michael Gamberdella. Please proceed.

Michael Gamberdella - J.P. Morgan - Analyst

Yes. Thank you. Two questions. I want to make sure I have this right. The 39 cents from continued operations includes the 4 cent gain in the alumina business and
about 2 cents from the tax issue as well. Is that correct?

Rick Kelson - ALCOA Inc - CFO, EVP
Correct.
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Michael Gamberdella - J.P. Morgan - Analyst

Okay, and then second from what are you were saying about the higher input costs that you expect to be offset by your cost cutting efforts you kind of implied
that they wouldn’t exactly match. Could you expand on that? I guess what you are saying is that the benefits of cost cutting may lag the higher input costs up
front. Is that correct?

Alain Belda - ALCOA Inc - Chairman, CEO

Well, I think what we are saying is that it doesn’t match on a month to month or quarter to quarter basis. We expect to offset all of the cost increases during the
year but it doesn’t, and sometimes you will have to do shutting down a facility or transferring a facility or contracting out which might result into a restructuring
and then a how you call it, cost savings in the following quarter. So that’s what I wanted to explain when I made the presentation.

Michael Gamberdella - J.P. Morgan - Analyst

Thank you very much.

Operator

Thanks very much sir. Once again, ladies and gentlemen, if you do have a question, please key star, one now on your touchtone telephone. Again, that’s star, one
for a question. Once again, ladies and gentlemen, that’s star, one if you have a question. Your next comes from Robert Clifford of IBM Amro. Please proceed.
Robert Clifford - IBM Amro - Analyst

Good afternoon. In terms of the proposed cost savings for 2004, the 620 million, I was wondering if you could give us a feel for how much of that you think is
going to be achieved because of the restructure in the product lines and also I think you mentioned you’ve been carrying some restructuring charges in the 1st half
because of that and I was wondering if you could give some feel for the magnitude of those.

Rick Kelson - ALCOA Inc - CFO, EVP

Well, as to the restructuring what we would be doing is right now we are in the process of evaluating all of that so it’s awfully hard to give you a number. But as
we look at our normal cost cutting and as we were looking to the reorganization that we did it became apparent that we may have activities that could result in and
we thought we should get that out. The answer to the first question that you asked, how much of this or what do we feel that we are going to achieve we really
answered that earlier. We are committed to getting all that there to build up, you know, the cost savings will there or build up that is basically come from the
businesses up and so we expect to obtain those. In that savings there’s probably very little that has to do with any restructuring. That was a build up that came
from the businesses and what we expect to do with their specific cost savings and productivity gains. So that wouldn’t really include what we would expect to see
coming from the additional restructuring if any.

Alain Belda - ALCOA Inc - Chairman, CEO

I mean it’s — the reduction in costs that we are — I mean the increase in costs that we are talking about 605, of about close to $600 million, it’s including energy,
raw materials and how do you call, currency. Are not too different than the efforts we had this year from in the same areas. And we offset most of it and so we
expect to continue to do that with an environment in which we expect to be able to have better pricing.

Rick Kelson - ALCOA Inc - CFO, EVP

I mean actually —

Alain Belda - ALCOA Inc - Chairman, CEO

And more volume from the expenses.

Rick Kelson - ALCOA Inc - CFO, EVP

On an annual basis we did have the cost savings more than offset, we’ve slipped here in the 3rd and 4th quarter.

Robert Clifford - IBM Amro - Analyst

Okay, thanks for that. Just to clarify, do you think that the restructuring of the product lines in terms of widening of benefits is more along a strategic line than a
cost savings line or mixed between the two in terms of benefits to Alcoa?

Rick Kelson - ALCOA Inc - CFO, EVP

I think it’s both but I mean a long time, and again, I think you’ll see it’s strategically long-term and will help us with our customers and markets which I think is
the reason that you do it. I think as a side benefit if you will the first time we do it we think there’s some possibility that there may be some cost saving effort that
will result from that.
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Alain Belda - ALCOA Inc - Chairman, CEO
Like reduction in personnel and that kind of situation. But it’s, it will be about both lines but mostly it’s going to be in the cost saving area.

Robert Clifford - IBM Amro - Analyst

Thanks, gentlemen.

Operator

Thank you very much, sir. Ladies and gentlemen, your next question comes from Victor Lazarovici from BMO Nesbitt Burns. Please proceed.

Victor Lazarovici - BMO Nesbitt Burns - Analyst

Thank you. I have a fairly mundane question in terms of where on the P&L the gain you took on the joint venture in bauxite appears and how that affects the tax
line, is it in the tax line itself or is the 4-cent impact somewhere else and the tax impact is above that?

Rick Kelson - ALCOA Inc - CFO, EVP

No, it shows in other income and in the tax line itself.

Victor Lazarovici - BMO Nesbitt Burns - Analyst

Okay. Same thing for the reversal of the reserve?

Rick Kelson - ALCOA Inc - CFO, EVP

Just tax.

Victor Lazarovici - BMO Nesbitt Burns - Analyst

The 21 million is in the tax line?

Alain Belda - ALCOA Inc - Chairman, CEO

Right. I mean, going back to I think Dan’s question, it’s the investment on that developing of that reserve went through the P&L statement, also. So when you sell
it and you get an income for it, it should, it should be counted as income that came while the expense came in previous quarters.

Victor Lazarovici - BMO Nesbitt Burns - Analyst

Sure. And can you give us a tax rate that would have been in effect had those two items not affected you?

Rick Kelson - ALCOA Inc - CFO, EVP

I think it would have been close to, for the quarter absent put it between 28 and 29, is that it, too high?

Alain Belda - ALCOA Inc - Chairman, CEO

We didn’t calculate it that way but it would be around the average that we’ve been having. Remember, again, I mean this is average for the year 25-point
something was very close to the previous quarter, previous year average was 24%.

Rick Kelson - ALCOA Inc - CFO, EVP

The accounting just doesn’t let us anticipate discrete events.

Victor Lazarovici - BMO Nesbitt Burns - Analyst
Clearly. In terms of the ABI will there be any flow through costs in the 1st quarter or is that all behind you now?

Rick Kelson - ALCOA Inc - CFO, EVP

I believe we’ve said it would about 10 million in the 1st quarter for the restart.

Victor Lazarovici - BMO Nesbitt Burns - Analyst
Okay. Thank you.

Operator

Thank you very much, sir. Ladies and gentlemen, your next question comes from Daniel Rowling of Merrill Lynch. Please proceed.

Daniel Rowling - Merrill Lynch - Analyst

Thank you. Gentlemen, you’ve mentioned a couple times that the you’re looking for lower auto production from GM and Ford and that will affect your
operations. The question I have is do you have any impact from the growing auto production from the transplants here in the U.S., Toyota, Honda, et cetera,
Mercedes, and is that likely to show us any improvement or offset or are you mainly tied to the domestics?
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Alain Belda - ALCOA Inc - Chairman, CEO

Well, the majority of our business goes into the domestics but we do have growing businesses with Volkswagen, with Nissan, with how do you call, with
Volkswagen, I’'m sorry. BMW. Yes, some of these are doing better but the U.S. OEMs are doing worse at this moment.

Daniel Rowling - Merrill Lynch - Analyst

Okay, and you said that the businesses isn’t large enough to offset them yet?

Alain Belda - ALCOA Inc - Chairman, CEO
No.

Daniel Rowling - Merrill Lynch - Analyst

How is the aluminum penetration on the auto segment going? Are we still seeing about a 4% penetration or is it still moving up at last?

Alain Belda - ALCOA Inc - Chairman, CEO

No, it’s about the same. There’s more sensitivity to wait at the moment with oil at the price it is and you begin to have some of the most forward-looking of the
automobile industry beginning to talk about more intensity in their cars.

Daniel Rowling - Merrill Lynch - Analyst

Thank you.

Operator

Thank you very much, sir. Ladies and gentlemen, your next question comes from John Hill, Smith Barney. Please proceed.

John Hill - Smith Barney - Analyst

Very good, just a quick question on the ‘05 capital budget of 2.5 billion. It looks from the pie chart like about $1 billion sustaining 1.5 for the projects. I was just
wondering if you could give us a little bit of a breakdown as per the projects listed on the slide and then also that would be Iceland, Pinjarra, et cetera, and then
also a little bit of color on financing strategy given the balance sheet where it is and this pretty high spend?

Rick Kelson - ALCOA Inc - CFO, EVP

Your split is about right. I mean it’s, we are basically going to be maintaining the sustaining and EHS capital very close to where it’s been, maybe up a little bit
back kind of bringing, you know, back to some of the earlier years as we come up there a little bit, but you are looking at about 1.4 billion or so, 1.5 billion, large
growth. And we’ve, I guess we’ve given out some of the large growth numbers before. You start to see some Iceland, will definitely start to come into play this
year. As you know Iceland is a $1.1 billion overall project and you will see the big money spend ‘05, ‘06 and comes on line in ‘07. Pinjarra was approximately
450 million. And again that’s in the works now. Suriname not too much, 65 million. I think we’ve got 45 million in some of the smelter upgrade in Spain. But this
is illustrative and that number obviously includes, you know, things that are tentatively on the schedule but depending on what happens can be moved or, you
know, will fall back into the prior year. Some of that comes from things being moved back this year.

Alain Belda - ALCOA Inc - Chairman, CEO

John, our intention is to continue to maintain our debt to equity ratio within that 25 to 35 ratio. And the way it looks at this moment it seems like we are going to
be able to make these investments without affecting the present, how do you call, debt to equity ratio and without having to resource to project financing.

Rick Kelson - ALCOA Inc - CFO, EVP

Having said that, I mean we look at every one of these projects to see if there’s a better way to finance them and we look for whatever alternatives that we do
have. So when we do them obviously we make it public. If we did one lately, we have really not done any restructured financing of any kind.

John Hill - Smith Barney - Analyst

Are you reasonably confident then that you can fund this out of cash balances and cash flow?

Alain Belda - ALCOA Inc - Chairman, CEO

And we can also move the projects around a bit so that we don’t get to a different situation than that.

John Hill - Smith Barney - Analyst
Thank you.

Rick Kelson - ALCOA Inc - CFO, EVP
That is the goal.
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Operator
Thank you very much, sir. Ladies and gentlemen, your next question comes from Steve Bonnyman of CIBC World Markets. Please proceed.
Steve Bonnyman - CIBC World Markets - Analyst
Thank you very much. My question has been answered.

Operator

Thank you very much, sir. Your next question, ladies and gentlemen, comes from Mark Parr of KeyBanc Capital Markets. Please proceed.

Mark Parr - Keybanc Capital Markets - Analyst

Thank you very much. Just one more clarification and I apologize for missing some of the discussion around the cost reductions but the 620 million of cost
reductions are, that does not include any potential benefit from the additional restructuring activity? Is that correct?

Rick Kelson - ALCOA Inc - CFO, EVP
It would be minimal if any.

Mark Parr - Keybanc Capital Markets - Analyst
Okay. Terrific. Thank you. That’s all I had.

Operator

Thank you very much, sir. Ladies and gentlemen, your next question comes from Charles Bradford of Bradford Research. Please proceed.

Charles Bradford - Bradford Research - Analyst
Good afternoon. Could you address the issue that came up recently about the Elkem situation?

Rick Kelson - ALCOA Inc - CFO, EVP

At this point in time we have received the notice like you’ve seen on the newspapers and all that. We got a phone call from them. We have — they have about two
weeks to actually publish their tender. We’ve got about four weeks after that to make our decision. And we will make it in that period of time.

Charles Bradford - Bradford Research - Analyst

On another subject there’s been legislation past that allows you to repatriate overseas income at a very low tax rate. I believe it’s currently just going into effect.
Do you have any such plans?

Rick Kelson - ALCOA Inc - CFO, EVP

That’s something that we are studying. You basically have I think most of this year to really do that. We have a study going on that looks at that but basically even
though it’s a very reduced and favorable tax rate with our expansion plans the idea of bringing cash back is not necessarily, you know, high on it even for such a
nominal tax since the growth is basically overseas.

Operator

Thank you very much, sir. Ladies and gentlemen, your next question comes from Chuck Harris. Please proceed.

Chuck Harris Analyst

Good evening. I just had one question. If I heard correctly we have cost reduction to a large degree offsetting incremental costs you expect to see this year but
then you also mentioned that you are going to have some fairly material production coming back on stream. Could you go back over that? I came up with — I
wasn’t quite sure how many, how much production is coming back on stream but it sounded like it was —

Alain Belda - ALCOA Inc - Chairman, CEO

200,000 tons of smelter, about 800,000 metric tons of alumina. Plus whatever the market demands in the fabricating business.

Chuck Harris Analyst

Thank you. Can you give some timing generally of how that’s going to come on over the course of the year?

Rick Kelson - ALCOA Inc - CFO, EVP
The metal should be about 40,000 metric tons in the 1st quarter and then it will even out the rest of it and the creep is I think there.
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Chuck Harris Analyst

The creep is what, just —

Rick Kelson - ALCOA Inc - CFO, EVP

It’s there. It’s just even over the course of the year?

Alain Belda - ALCOA Inc - Chairman, CEO

It’s even over the course of the year.

Chuck Harris Analyst

Even over the course of the year. Okay. Thanks.

Operator

Thank you very much, sir. Ladies and gentlemen, that concludes the Q&A session for today. I would like to turn it back over to the speakers of the call for any
closing remarks. Gentlemen, if you have any closing remarks, please make them at this time. Gentlemen, could you please check to see if your phone is on mute?
Ladies and gentlemen, thank you for your participation in today’s conference. This concludes the presentation and you may now disconnect. Have a good day.
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Forward-Looking Statements

Today's discussion may include “forward-looking statements”
within the meaning of the Private Securities Litigation Reform
Act of 1995. Such statements relate to future events and
expectations and involve known and unknown risks and
uncertainties. Alcoa’s actual results or actions may differ
materially from those projected in the forward-looking
statements. For a summary of the specific risk factors that could
cause results to differ materially from those expressed in the
forward-looking statements, please refer to Alcoa’s Form 10-K
for the year ended December 31, 2003, in addition to the
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004 filed with the Securities and Exchange
Commission.



Alain J. P. Belda

Chairman and Chief Executive Officer



2004 Review

Financial Performance

— Income from continuing operations of $1.4 billion, up 33%
from 2003

— Highest annual sales in company history; revenue growth of
$2.4 billion over 2003

— Increased profitability in four out of six operating segments
— Cash from operations of $2.4 billion

— Second consecutive year of debt repayment greater than
$1.1 billion



2004 Review

Values
— Record safety achievement
— Continue to strengthen financial controls

People and Organization

— Resolved five day notices, Wenatchee and ABI industrial
relations

— Created six global businesses to better serve customers

Growth & Portfolio Management
— Broke ground at Iceland

— Continued progress on brownfield expansions in refining
and smelting — Australia, Brazil, Jamaica and Suriname

— Downstream projects progressing — Russia
— Divestitures of non-core assets




2004 Cost Pressures & Management Actions

Income from Continuing Operations
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Escalating Industry Costs

Worldwide Smelter Cash Costs - 2003 and Current

Source: 2004 Alzoa, 2003 CRU

2004 Current Costs

2003 Historical Costs
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Currency Impact

— Forex exposure (AUD, CAD, BRL, Euro) for upstream

operations

Primary revenue is USD denominated

— Labor, maintenance, consumables and some power costs
largely local currency denominated

— ~ 65% of operating smelting capacity, ~ 85 % of refining

capacity outside of US
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2005 - Planned Savings to Overcome Cost Pressures
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Opportunities in 2005

Costs &
Expenditures

Markets

Growth

Cost savings targeted to offset input and energy
cost increases

Global purchasing organization to optimize
capital spend on major growth projects

— Both alumina and aluminum projected to remain
in deficit

-~ Aerospace (20%) and commercial vehicle (8%)
build rates increasing

— Strong fabricated product pricing going into the
year

— Primary metal restarts will contribute over 200 kmt

— Alumina production increases of ~ 800 kmt from
creep and expansion projects

— Expect to complete Russia fabricating investment
in first half 10
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Richard B. Kelson

Executive Vice President
Chief Financial Officer



Financial Overview

— 4t Quarter income from continuing operations of 39
cents/share

— Revenue growth sequentially; YTD revenue highest
ever

— Year-over-year improvements in 4 out of 6 operating
segments

— Higher input costs continue to dampen cost savings
achievement

— Trailing 4 quarters ROC of 8.5%; up 150 basis points
from 2003

— Lowered debt-to-capital to 29.3%
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Safety

LWD Incident Rate

— Best ever safety performance in 2004
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4t Quarter 2004
Financial Overview

In Millions 3Q 04 4Q04 Fav/{Unfav)
LME 3-Month Average ($/MT) $1,717 $1.818 $101
Sales $5,878 56,041 $163
Cost of Goods Sold 54,702 $4.879 {$177)
% of Sales 80.0% 80.8% (0.8 pts)
SG&A $306 $336 ($30)
% of Sales 5.2% 5.6% (0.4 pts)
Restructuring and Other Charges 4 5 53
Other Income, Net (Gain) ($54) (%67) §13
Effective Tax Rate 28% 14% 14 pis
Minority Interests $72 $48 $24
GAAP Net Income $283 $268 ($15)
Income (Loss) from Discontinued Operations ($16) ($77) (561)
GAAP Income From Continuing Operations $299 $345 $46
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2004 Full Year
Financial Overview

In Millions 2003 2004 Fav/(Unfav)
LME 3-Month Average ($/MT) $1,429  $1,723 $294
Sales 521,002 523,478 $2,386
Cost of Goods Sold 516,754 518,623 ($1,869)
% of Sales 79.4% 79.3% 0.1pts
SG&A $1,250 $1,284 ($34)
% of Sales 5.9% 5.5% 0.4 pts
Restructuring and Other Charges (%27) ($21) (56)
Other Income, Net (Gain) (5274) {5268) (56)
Effective Tax Rate 24.4% 25.3% (0.9 pts)
Minority Interests $238 5245 (57
GAAP Net Income $938 $1,310 $372
Income (Loss) from Discontinued Operations ($70) (592) ($22)

GAAP Income From Continuing Operations  $1,055 $1,402 $347
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Balance Sheet: 3 year look

Capital Expenditures
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2005 Capital Expenditures

Projected 2005 Spend
$2.5 Billion

Sustamning,
Cost

£

Major
Growth
Projects

Reduction,

and EHS
Projects

Examples of 2005 Large Growth Plans

lceland smelter
Pinjarra refinery expansion
Norway anode plant

Alumar smelter expansion

Spain smelter upgrade

17



Recent Transactions

Divestiture of Integris Metals

— Alcoa sold its equity interest to Ryerson-Tull
— Immaterial gain on the transaction

— Equity gains/losses had been going through the “other”
segment

AFL Letter of Intent

— Alcoa to own the Automotive business, Fujikura will own
the Telecommunications business

— Share and cash transaction

— Telecommunications listed as “discontinued operations”
as of 4Q04 with charge to reduce to fair value

— Telecommunications had been in the “other” segment
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Pension and Stock Option Expense

Pension

— 2005 Earnings Impact ~ $20 million additional pre-tax

— Balance Sheet — 2004 minimum pension liability
increased by $22 million

— Cash Flow Impact — No material change in funding
required in 2005

Stock Options

— Plan to expense options in 3rd Quarter, 2005
— Currently evaluating binomial lattice model for valuation
— Further details will be provided in 2Q conference call
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4 Quarter Market Conditions
Global View

— Market Conditions

Primary Packaging

Products 2E, m:g“;;m c:n; gﬂn:‘m
s Realized Prices
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Construction Transportation Packaging 9% 0%
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Revenue by Market
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Alumina & Chemicals

Alignment: Bauxite mining, alumina refining

Markets:
Intersegment
Revenue

3 Party
Revenue

Current Business Conditions:

Positives

ATOI Performance:

§ Misons + 45% LME Caniih

w0 +59, ™y

s

w0

4003 100 2004 04 A0
- AT O — LE
Negatives

Higher expected prices based on
favorable metal prices

Better contract terms

Higher caustic soda costs
Continued strong Australian dollar
Juruti gain will not recur
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Primary Metals

Alignment: 4.0 million mt of smelting capacity, with 647* kmt currently

idled
* As of 12/21/04
Markets:
Intersegment
Revenue
39 Party
Revenue

Current Business Conditions:
Positives

ATOI Performance:

§ MilBans +19% LME CastiLb
240 I,r"' "‘\' B
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%
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Negatives

Continued strong metal prices

ABI, Wenatchee, and Massena will
contribute 40 kmt to volume in 1Q

Restart costs of ~ $10 million at ABI
Higher carbon, energy costs

Continued strong Canadian dollar and

Euro 22



Flat Rolled Products

Alignment: Aluminum sheet and plate for aerospace applications, rigid
container sheet for beverage cans, and mill products

Markets: ATOI Performance:
§ Mhilions +1 10‘{5
Distribution & " T
Other \

_ Can Sheet
Building & a5
Construction
Commercial i
Vehicle -
Aero
Auto ]

Current Business Conditions:
Positives Negatives

Improving aerospace demand Declining build rates announced by GM and
Ford

Can sheet continues to be seasonally 1..~.=na~:en|~:23




Engineered Products

Alignment: Aluminum extrusions, forgings and wheels, Alcoa Fasteners &

Howmet Castings

Markets:
Distribution &
Cther Aero
Commercial
Vehicle
' IGT
Auto
Building &
Construction

Current Business Conditions:
Positives

ATOI Performance:
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Negatives

Continued strength in aerospace
and distribution markets

Commercial vehicle market is
continuing its upward trend

Declining build rates announced by GM
and Ford

Building & construction seasonal

slowness continues 4



Packaging & Consumer

Alignment: Consumer products, closures, food packaging, flexible
packaging, and packaging graphics design

ATOIl Performance:
Markets:

FMillions

. -27%

Flexible Packagi L 7%
exible Packagin —
soter g Eohalimer
Products -
-
Food Packaging Closures . I l
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Current Business Conditions:

Positives Negatives

Seasonal weakness in consumer
products

Input cost, particularly metal and resin,
continue to be unfavorable 25




Other

Alignment: Alcoa Fujikura Automotive, residential building products,
automotive structures

Markets: ATOI Performance:
- § Milions
i
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Current Business Conditions:
Positives Negatives

Declining build rates announced b‘f
GM and Ford

Telecommunications results have been excluded from the segment in 4Q04, The Integris joint venture has been Sold o the
beginning of 1Q05.



Outlook Summary

1Q ‘05 Outlook

Positives Negatives
+ Alumina and primary + Continued input cost pressure
metal prices remain high (energy, caustic, carbon, resin)
» Stronger alumina contract « Normal seasonal weakness in
prices consumer products, closures, can

. Aerospace and sheet and building products

distribution markets are + GM and Ford build rates declining
2iong * Potentially unfavorable currency

+ Restarts in primary effects
metals will contribute

» Smelter restart costs
volume
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2005 Challenges

— Offset input cost increases with productivity and
procurement initiatives

— Capture higher prices across the enterprise,
passing through higher input costs

— Manage large capital projects effectively

— Integrate Russian assets

28



For Additional Information, contact:

William F. Oplinger
Director, Investor Relations

Alcoa

390 Park Avenue

New York, N.Y. 10022-4608
Telephone: (212) 836-2674
Facsimile: (212) 836-2813
www.alcoa.com
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Income and EPS Information and

Reconciliation

In Millions

GAAP Net Income

Discontinued operations - operating loss

Discontinued operations - loss on divest.

GAAP Income from continuing operations

Restructuring and other charges (2):
Restructurings

Loss on divestitures
Income from continuing operations excluding
restructuring and other charges (1)

4Q03
$291

$45
$342

($4)
($21)

$317

3Q04

$283
31
$15

$299

54

$303

4Q04
$268

$73
$345

$1
$0

$346

3



Income and EPS Information and

Reconciliation (Continued)

In Millions

GAAP Earnings per share
Cumulative Effect of Accounting Change
Discontinued operations - operating loss

Discontinued operations - loss on divestitures
GAAP Earnings per share from continuing
operations
Restructuring and other charges:
Restructurings
Loss on Divestitures
EPS from continuing operations excluding
restructuring and other charges
Avg. Shares Diluted QOutstanding

4Q03 3Q04 4Q04
$0.33 $0.32 $0.30
$0.39 $0.34 $0.39
$0.36 $0.35 50.39
872 877 87T
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Notes to Reconciliation

{1) Alcoa believes that income from continuing operations excluding restructuring and other charges is a measune that should be
presented in addition to income from continuing operations determined in accordance with GAAP. The following matters
should be considered when evaluating this non-GAAP financial measure:

-- Alcoa reviews the operating results of its businesses excluding the impacts of restructurings and divestitures. Excluding the
impacts of these charges can provide an additional basis of com panson. Management believes that these charges are unusual
in nature, and would not be indicative of ongoing operating results, As a resull, management believes these charges should be
considered in order to compare past, currant, and future pariods.

= The economic impacts of the restructuning and divestiture charges are described in the footnotes to Alcoa's financial statements.
Generally spaaking, charges associated with restructurings include cash and non-cash charges and ara the result of amployee
layolf, plant consolidation of assets, or plant closure costs. These actons are taken in order to achieve a lower cost base for
future operating results.

== Charges associated with divestitures principally represent adjustments to the carmrying value of certain assets and liabilities and
do not typically require a cash payment. These actions are taken primarily for strategic reasons as the company has decided
not to participate in this portion of the portfolio of businesses.

-- Restructuring and divestiture charges are typically material and are considered to be outside the normal operations of a
business. Corporate management is responsible for making decisions about restructunngs and divestitures,

-- There can be no assurance that additional restructurings and divestitures and goodwill im pairm ent will not occur in future periods.
To compensate for this limitation, management believes that it = appropriate to consider both income from conlinuing
operations determined under GAAP as well as income from continuing operations excluding restructuring and other charges.

{2) Restructuring and other charges totaled &1 of expense in the fourth quarter of 2004,



Reconciliation of Return on Capital

in Millions

et Income
Minority Interest
Interest Expensea

(After-tax)

Numerator
(Sum Total)

5T Borrowings
LT Borrowings
Preferred Equity
Minonty Interest
Common Egquity
Denominator
(Sum Total)

ROC

MNotes:

Mote: Bloomberg Methodology calculates ROC based on the trailing 4 quarters,

4Q 04 3Q 04 2Q 04 1Q 04 4Q 03
Bloomberg 4G 04 Bloomberg 3Q 04 Bloomberg 2Q 04 Bloomberg 1Q 04 Bloomberg 40 03

Method Annlzd Method Annlzd Method Annlzd Method Annlzd Method — Annlzd
1,310 $1.072 $1.333 1132 $1,330 $1816 $1,142 51420 $938 $1,164
§243 s1a2 $238 5264 $x0 S 5222 $200 $231 172
3204 £240 109 5154 $200 5196 220 $iB4 3238 F224
$1,757 §1,504 $1,770  $1610 51,759 52,104 51,584 51804 $1.407 §1,560
341 £330 $370 3543 $332 $540 3318 3554 $348 3386
3,335 o042 $6.883 35210 §7.137 36556 $7.727 86737 57529 $7175
§55 §55 555 $55 £55 55 555 $55 $55 55
1,378 $1.389 $1.321  $1.,330 $1,407  §$1,328 1,384 31348 531317 1,310
$12633 $12873  $11.781 H12360 S1M.27T $12230  $11.134 $12130  $10845  $11.541
$20,742 $20681 $20.410 520,508 520,208 520,709 520,598 $20.825 520,198 320470
8.5% 7.3% B.7% 7.8% 87% 10.2% F.7% 8.7% 7.0% 7.6%
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Reconciliation of Days Working Capital

In Millions 2002 2003 2004
Receivables from Customers $2.325 $2.482 52,738
Inventories $2 286 $2 505 52,968
Accounts Payable, Trade ($1.610) ($1,958) (32,442)
Numerator

{Sum Total) $3,101 $3,039 $3,264
Daily Revenue

Revenue 320,351 521,092 323478
Number of Days 365 365 365
Denominator

Average Daily Revenue $558 £578 $64.3
Days Working Capital 556 526 50.7

Naotes:
! Balances reflect reclassifications for changes in status bebween assets held for sale and assets held and used,



