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Item 7. Financial Statements, Pro Forma Financial Information and Exhibits.
 
 (c) Exhibits.
 
 99.1 Transcript of Alcoa Inc. first-quarter 2004 earnings call (furnished pursuant to Item 12).
 
 99.2 Slides presented during Alcoa Inc. first-quarter 2004 earnings call (furnished pursuant to Item 12).
 
Item 12. Results of Operations and Financial Condition.
 On April 22, 2004, Alcoa Inc. held its first-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.
 

In accordance with General Instruction B.6 of Form 8-K, the information in 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-Looking 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. Important factors that could cause actual results to 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, telecommunications 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 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, Form 10-Q for the quarter ended March 31, 2004 and other reports filed with the Securities and Exchange Commission.
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PRESENTATION
 Operator
 Good day, ladies and gentlemen, and welcome to Alcoa First Quarter Analyst Workshop. My name is Kristi and I will be your coordinator for today.
[OPERATOR INSTRUCTIONS]
 
I would like to turn the presentation over to your host for today’s call, Mr. William Oplinger, Director of Investor Relations, please proceed, sir.
 
William Oplinger - Alcoa Inc.—Director of Investor Relations
 Good afternoon. Thank you for attending Alcoa’s First Quarter 2004 Analyst Workshop. At today’s meeting, we will hear from Rick Kelson, Chief Financial
Officer, and Bernt Reitan, President of the Primary Products Group.
 
Before I turn it over to Rick, I’d like to remind you that in discussing the company’s performance today, we have 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 that 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, see Alcoa’s annual report and Form
10-K for the year ended December 31, 2003, filed with the SEC.
 
Also in our discussion today, we’ve included some non-GAAP financial measures. You can find the presentation of the most directly comparable GAAP financial
measures calculated in accordance with generally accepted accounting principles, and a related reconciliation on our Web site at
 



 
www.alcoa.com, under the invest section of the site. At this point, I’d like to turn it over to Rick Kelson.
 

Rick Kelson - Alcoa Inc.—CFO, EVP
 
Thanks Bill. Good afternoon, and thank you for attending today’s presentation. Today, I’ll focus on our first quarter results that were announced in early April,
and after reviewing these results, I’ll also discuss the outlook in the key markets that we serve.
 
Alcoa’s first quarter earnings were the strongest since the first quarter three years ago. Revenue grew by 11% year over year to the highest level since the second
quarter of 2001. Cost of goods sold as a percentage of sales declined to less than 78%. Income from continuing operations grew by 79% over the prior year
period, and earnings in five of our six segments rose on a year over year basis, showing double digit increases in profitability year over year. Engineered products
more than doubled, and flat rolled products increased by 25%. On an annualized basis, return on capital increased 8.7%.
 
Earlier this year, we announced our third cost challenge program, a $1.2 billion savings over the next three years. In the first quarter, we realized $27 million of
new sustainable savings, or $108 million on an annualized basis. This is a strong start to the new program. We’ve continued to manage our capital spending,
which in the quarter amounted to $192 million, or 69% of depreciation.
 
In the quarter, we completed the sale of our specialty chemicals, automotive fasteners, and packaging equipment businesses. We also announced, just completed
in early April, the sale of our Russellville, Arkansas, and St. Louis, Missouri foil facilities. The divestiture program which we announced in early 2003 is now
substantially complete with proceeds realized to date of approximately $625 million. We anticipate the cash proceeds for the program will reach the low limit of
the previously announced range of $750 million to a billion, after adjusting for the two asset groups, Magnolia and Plant City, which were written back on the
balance sheet.
 
Finally, we continue to reduce our debt to capital ratio which at quarter end had reached 34.9% within our target range of 25-35%.
 
As always, I’d like to start now with our safety performance. Including recent acquisitions, we achieved a 0.09 lost workday rate, and a 1.43 TRR rate in the first
quarter. Excluding the recent acquisitions, we achieved a 0.07 lost workday rate, or already below our 2005 implied milestone that we set for ourselves.
 
In the quarter, 95% of our facilities did not have a lost workday. Sixty-five percent were without a recordable injury. As you can see from the chart, year over year
we avoided 35 injuries by lowering our lost workday rate. To put this in perspective, in the quarter we had just 24 lost workday incidents for nearly 65 million
hours worked across Alcoa’s global locations.
 
Now let’s take a look at the financials. This slide compares our first quarter results with the prior quarter. Relative to the fourth quarter, GAAP earnings from
continuing operations improved by $10 million, or 3%. This is attributable to both a strengthening in our downstream businesses, and to continued strength in the
alumina and aluminum markets.
 
We also benefited from the sale of the chemical business in this quarter, but I’m sure you also recall that the insurance proceeds of $105 million pre-tax were
included in the continuing operations of the fourth quarter. Revenues in the first quarter were $5.7 billion, up 3% sequentially and 11% year over year. Realized
prices for both ingot and alumina increased and importantly revenues from our downstream businesses also increased with aerospace, automotive and commercial
transportation driving the increase over the prior period.
 
Cost of goods sold declined to 79%, 77.9% of sales versus 80.2% in the prior quarter, as higher realized prices and cost savings more than offset increased energy
costs and the unfavorable impact of foreign currency exchange movements. SG&A declined slightly from the fourth quarter primarily due to lower deferred
compensation expense which offset higher bad debt expense related to an alumina customer bankruptcy.
 
Restructuring and other charges were $5 million favorable relative to the prior quarter. As I said previously, the first quarter included $58 million after tax, after
minority interest gain on the sale of specialty chemicals somewhat offset by restructuring charges as the company continued to focus on reducing costs.
 
Other income declined by $117 million from the prior quarter. As previously mentioned, in the fourth quarter we had a gain associated with the settlement of
insurance litigation for environmental coverage between 1956 and 1985. Our effective tax rate was 28% in the first quarter, compared to 21% in the prior quarter,
where we also benefited from a discrete tax event. ETR would have been 30% if it were not for the sale of the specialty chemicals business.
 
Had we expensed stock options in the first quarter, the net income impact would have been $8 million, or one cent of EPS, as compared with $17 million in the
fourth quarter of 2003, and $4 million in the year ago period.
 
Now let’s turn to segment market conditions. As I mentioned, revenues were $5.7 billion in the quarter. This chart shows the distribution of revenue per market.
Packaging and upstream together continue to represent about 50% of our external revenue followed by automotive at 13%, building and construction at 10, and
aerospace at nine.
 



 
On the right, you can see the relative change from the fourth quarter and year ago period. In the first quarter, realized prices in our upstream businesses continued
to increase, with alumina prices up two percent, and primary prices up nine percent compared with the prior quarter. Versus the year ago period, alumina prices
rose 18%, while primary prices increased 14. In our downstream businesses, the transportation businesses showed strong improvement over the prior period, with
aerospace, which now includes the Fairchild acquisition for all comparison periods, up 12% over the prior quarter, and as I said, automotive up 12%, and
commercial transportation up 20%.
 
Let’s turn to the alumina and chemicals segment. As you recall, the left hand graph shows the relative importance of the various markets in the segment. These
are based on first quarter revenues. For the alumina and chemicals segment, although third party sales still represent the majority of revenues, revenues shifted
towards internal sales this quarter, as our contract to purchase alumina from Sherwin ended.
 
It’s also important to note that we sold our specialty chemicals business this quarter, effective February 27, and obviously going forward, this segment will no
longer reflect results from these operations. On a sequential basis, we had stronger realized prices, more than offsetting slightly lower volumes and the impact of
the customer bankruptcy. ATOI increased by $5 million, or four percent from the prior quarter.
 
On a year over year basis, realized alumina prices were up 18% resulting in a $35 million, or 38%, increase in ATOI. Moving to current business conditions, on
the positive side, higher LME prices continue to favorably impact alumina realizations, and the Jamaica upgrade will be at full output in the second quarter.
Negatives for the segment include the fact that we sold the specialty chemicals business, and as I’ve said, obviously, it will no longer contribute to earnings in the
segment.
 
Also, as we previously discussed, due to the completion of the Sherwin sale, we have minimal exposure to the spot market. Over time, we would expect capacity
creep should allow us to again actively participate in this spot business.
 
Now let’s turn to the primary metals. On a sequential basis, ATOI improved by $26 million, or 15% from the prior quarter. Realized prices increased by seven
cents per pound, or nine percent with shipments up one percent. We also experienced higher energy and alumina costs, as well as negative currency impact.
Relative to the year ago quarter, realized prices increased by 14%, while total shipments were up four percent. ATOI improved $26 million, or 16%. Moving to
the current business conditions, LME prices remain high, not as high as they were a few days ago, but high.
 
We expect a lag, which we typically experience on pricing, to decline to 45 days by the end of the second quarter. At the current prices, the customer base is not
buying as far forward as it did during the fourth quarter, when the rapid rise in the LME spurred forward commitment in anticipation of higher prices.
 
In terms of the mechanics of this 45 day lag, obviously we’ll only realize today’s metal prices on unpriced orders for shipments in June. Another positive, we
continue to increase the value added product shipments, and Bernt will talk about that a little more later. We also expect continued metal purchases for internal
consumption. As you know, we typically purchase somewhere between 150,000-200,000 tons of metal per quarter to optimize logistics as well as to allow us to
focus our own production on value added product sales.
 
One of the effects of the purchases is to drive our segment costs with lesser margins. On the negative side affecting the segment in the quarter, approximately a
third of our smelter energy demand for production is tied to LME based contracts. Higher LME prices will increase these energy costs. Alumina costs will
continue to increase as LME prices increase as well.
 
Let’s move to the flat rolled product segment. The can sheet business contributes nearly half of the revenue for this segment, with the rest split between the
transportation market, building and construction and distribution channel. On a sequential basis, both shipments and revenues were positively affected by
strengthening market conditions, and ATOI for this segment was up $13 million.
 
Versus the year ago prior period, shipments increased by 19%, and revenue increased by 26% resulting in a $13 million or 25% improvement in ATOI. As to the
current business conditions, we expect a seasonal increase in can sheet volume, and we would expect the industrial markets to also remain strong. On the negative
side, we anticipate higher energy costs, mostly gas.
 
Let’s move to the engineered products segment. This segment saw substantial improvement over both prior periods, earning the most since the third quarter of
2001. On a sequential quarter basis, higher volumes drove an 11% increase in revenue. Cost containment also contributed as ATOI improved by $29 million or
88% sequentially. The revenue increase was driven by higher volumes in our wheels businesses, both commercial vehicle and specialty wheels. Improvements in
our European businesses and higher volumes at Alcoa Fastening Systems.
 
Costs declined across the board in our forging, Howmet fastening systems and engineered products businesses. Versus the prior year period, revenues increased
by 10%, largely reflecting strength in aerospace, commercial transportation, and building and construction markets. Cost containment also contributed to the
resulting $33 million, or 114%, increase in ATOI from the prior year period.
 
Current business conditions: on the positive side, we expect the commercial transportation market to remain strong, and as in the
 



 
flat rolled product segment, we would anticipate higher energy costs.
 
Let’s move on to the packaging and consumer segment. On a sequential basis, revenue declined nine percent, and ATOI declined by $17 million, or 32%, in this
segment due to seasonally lower sales, particularly in our consumer products businesses. Marginally higher resin price, resin costs also impacted the quarter. On a
year ago basis, revenues declined by 1% as higher volumes, enclosures, food service, and thermoform plastics were offset by the loss of revenues from the sale of
Latin American PET business in 2003. ATOI declined by $18 million due to higher resin costs and the disposition of Latin American assets, both the PET
business and the Latasa business.
 
In looking at current business conditions, on the positive side, demand for both consumer products and closures is expected to improve in the second quarter due
to seasonality. On the negative side, resin prices remain high pressuring margin. As a point of reference, resin cost increased as much as 16% on a sequential basis
in the first quarter.
 
Now let’s turn to the “other segment.” The other segment includes the two AFL businesses, telecommunications and automotive. It also includes Alcoa Home
Exteriors, our residential building products business, and automotive structures. Sequentially, revenues were essentially flat, and ATOI increased by $1 million, or
three percent., as improvements at AFL, auto, tele and automotive were offset by seasonal weakness in the building products business. Versus the year ago period,
ATOI doubled to $18 million, owing to higher volume, and the benefits of cost containment on our telecommunications businesses, as well as improved equity
income from Integris, our distribution joint venture business.
 
Current business conditions, on the positive side, we anticipate seasonal improvement in the residential building products business. We also expect the automotive
market to maintain its first quarter strength, particularly in North America. We are seeing some weakness in our customer base in Europe.
 
On the next slide, I’d like to summarize our expectations for the quarter. Looking forward, we anticipate that the second quarter should benefit from continued
strength in LME prices. Seasonal upturns in our packaging and consumer, as well as our residential building products business, and continued brisk end market
demand for flat rolled products and engineered products. On the negative side, we expect that our minimal exposure to the alumina spot market, a stronger
Australian and Canadian dollar, rising energy prices, and resin price pressure could offset some of these positives. And of course, additionally, we will not
experience the one time gain on chemicals in the future.
 
In summary, our outlook for the remainder of the year is optimistic as the global economic rebound should continue to spur demand for our downstream
businesses, and tight alumina market should continue to support strength in the LME pricing.
 
Let’s turn to our ROC challenge. This chart shows the profitability measured by ROC. The red line represents the Bloomberg top quintile ROC entry point. The
blue line represents Bloomberg’s measure of Alcoa over a rolling four-quarter time horizon. The green line shows our quarter returns annualized. On this basis we
continue to make progress. Our annualized ROC reached 8.7% in the most recent quarter, up from 6.4% one year ago. On a trailing four-quarter basis, our ROC is
7.7%. As you know, we aspire to earn a return on capital in the top quintile of the S&P industrials and we’re committed to earning, at a minimum, the cost of
capital throughout the cycle. Through the end of the first quarter, 59% of our capital base was earning a return on capital that exceeded the cost of capital, and
25% of our capital base was at first quintile levels.
 
Now I’d like to turn the podium over to Bernt Reitan, who heads up our primary products business. Thank you. Bernt? It’s all yours.
 

Bernt Reitan—Alcoa - President of Primary Products Group
 Thank you, Rick. Good afternoon.
 
Since this is my first appearance here, I think I owe you a little bit of my biography. I’ll start with that, and then I’ll cover the alumina and smelting operations
and market outlook and growth opportunities.
 
I have—I’m a Norwegian citizen. I have 33 years of working experience. The first few years I was involved in civil engineering projects in Norway in the startup
of the oil activities there in the North Sea. Turned quickly into metal because that’s the nice area to be. So I have 20 years with Elkem, a Norwegian group,
Elkem. And Elkem has a variety of metals. I have been involved in most of them. They are the biggest silicon producer in the world and I spent most of my time
in silicon, but I did also a lot of R&D, also sales and marketing.
 
I also was chairman of the board of a zinc company in Norway owned by Rio Tinto and Boliden, Norzink. And I became part of the corporate management of
Elkem in 1987, heading up the materials and technology division, before I found the best part of it all, which is aluminum, when I took on the role as managing
director of Elkem Aluminium, which has been owned by Alcoa 50% since 1962. So my connection to Alcoa goes back to ‘88.
 
I have now been 100% Alcoan since mid-2000. I was heading up the chemicals business, which is now sold in this last quarter, for a year before I became
president of AWAC, which is a joint venture between Alcoa, owning 60%, and Australia Alumina Limited, 40%. I did that for 1.5 years and then I turned into
metals, into smelting for a year, and when John Pizzey, who I work for, for 3.5
 



 
years decided to retire, I was offered to take over his job. So here I am. I have served on a number of industry associations, and I have a lot of friends in the
metals industry, not only in aluminum, but throughout the industry.
 
Let me now turn to our system. We are the biggest producer of alumina. We have 25% of the world production, we have nine refineries, very good cost efficient
on the system. We have 27 smelters wholly or partly owned, which accounts for some 15% of the world production, including everything. We run this system—
our primary has a system. We do run it to optimize bottom line. We have currently the capacity of four million tonnes. We have curtailed some 500,000 plus
tonnes because it makes sense for us to do that overall. The refineries are running flat-out, and we have a good spread around the world. It is, in my view, the best
system there is in aluminum.
 
Let me cover safety. More than 80% of our locations in the primary group were without a lost workday injury in first quarter. And you can see the improvements
we have made over the years. Safety is a very—is our first priority and we really get paid for that. We had one refinery in the system and the refinery is a big plant
— Jamalco and Jamaica — has been without the lost workday since October ‘99, which is an—it is possible to run the system injury free, we intend to do that.
That’s our ultimate goal.
 
Let me explain a little bit about our business model in primary. It is all about margin. It’s all about maximizing margin, and it is equally important to enhance
revenue as we use cost. And we have—I’ll show you some outcomes over the last few years on how we are doing on this, that maximizing value added products,
flows, interaction with our customers, make dedicated flow paths to customers really high on our agenda. And we need to drive operational excellence.
Operational excellence is about improving our operation, it is about lean manufacturing. In commodities, you’d better have vertical on your cost improvements
because we are in old metals, even though we enjoy high prices now, in real, price decreases over the long run. The cost position is very important. And we are
very active on growth these days. Creep is important. Improve the existing system we have, plus we are looking for a Brownfield expansions, Greenfield
expansions and joint ventures and partnerships. I’ll cover that a bit later.
 
On value added products, we have increased 31% and with the effect of 35 million after tax operating income since ‘01. And you can see the step change from
‘03 to ‘04, in a very successful focused activity to utilize our casting facilities. And the beauty of our system is that our plants are close to customers, it has place
advantages and they can utilize and streamline the casting system, you add a lot of value to the metal.
 
On operational excellence, having a big system, both in alumina and in metal, gives us a lot of benefits. We need to accelerate improvement through best practice
sharing. We have organized that in alumina. All the nine refineries are hooked together in a manufacturing and technology council, which is very active rolling
out best practice across the board on the nine refineries. In smelting, which counts 27, we have organized that in like technology teams to make it efficient,
defining these teams along similar technologies. And again, this has given us a lot. We also utilize the power of comparison across the system. There are gaps.
There will always be gaps between plants, similar plants, and we work on this—these are just examples—on productivity and working on the gaps, trying to close
those gaps in all aspects of our business. Current efficiency is very important in smelting, yield in refining, very important, energy consumption, efficiencies
obviously, and maintenance systems.
 
These are plants running around the clock and maintenance system locking in improvements, reliability, stability, name of the game. Pot life big cost driver in our
system, so rolling out best practice in this and closing gaps is what we are doing. We standardize best practices, and we have a very proactive revolving 30, 60, 90
day focus. Rather than having an annual plan, which tends to end up in (inaudible) where everybody says let’s do it in fourth quarter. We are evaluating out to 90
days where we are reset the target to drive accelerated change.
 
Now, these are all good words, but does it work? I think it does. If you look at the next slide, we have been able to—and the green is the alumina, blue is the metal
bars—and when you look at those, you will see that the alumina production has been improved from a factor of 1 in 2001, it’s 15% into the first quarter ‘04 on an
annualized basis. We have been able to creep the system year-on-year at some 4% and that is a lot of alumina. We have 14 million tonnes and that means 400,000
tonnes of alumina coming out of creep in our system due to improvement in operations excellence. The same in smelting, although we don’t have 4% there, we
have 1-2%, which again is 40,000-50,000 tonnes on an annualized basis. And you combine that with improvement in productivity on the bottom end of this chart,
where we have improved in alumina 21% over this period, and in smelting 20%. We have a rate of improvement over the last year, which certainly is going to the
bottom line.
 
Let me now turn to the market. On alumina, we have so far this year seen a draw down of this total stocks in the world at some 350,000 tonnes and these
represent the consensus forecast—you can read in the journals and papers—and we are on track, if this continues through the year, the draw down of the stocks of
alumina of 747,000 tonnes and we—the consensus is also that that will continue through ‘05, ‘06, although not as high as this year. The alumina situation started
second half last year where the alumina inventory went down 192. In alumina, different from metal, the capacity utilization is 100% plus. Everything is run flat
out and there is not enough alumina and you see we have a deficit also in ‘04, expected to last over the next two years in ‘05, ‘06. You know pretty much how
much capacity is underway now because of the lead-time on new expansions, Brownfield and Greenfield, is certainly long.
 



 
This shows the total aluminum stocks. There are two curves here. The blue one shows inventory at smelters and the green one shows the LME. And as you can
see here, over the last—and this is going all the way back from ‘81, so it’s a long period of time—if you see the last 3.5 months, I mentioned it’s down 350,000
tonnes. And when you add these two together, it certainly is coming down toward some 40, 45 days consumption. They have been lower than that, but if this
continues, it’s reason to be optimistic with regard to aluminum. Time will show how it will continue.
 
The other factor to be aware of, which we follow closely, is competing materials and aluminum has been lagging the other metals. Here is a comparison between
steel and copper, stainless steel, hot rolled steel, stainless, copper and aluminum. If you added nickel and zinc you would see similar. We are lagging big time to
these metals. Which again is explaining I think why aluminum has had a very strong recovery over the last months. And again, for us as a material, over time if
this lasts, it’s good news for the consumption and the demand because of the aluminum will replace other metals or materials.
 
Let me now turn to our growth. We are very active, as I said, and let me start with alumina. We have expanded Jamalco and Jamaica to 250,000 tonnes. We own
more than 50% of that, so 125,000 tonnes into our supply. We have in Suriname—and Jamaica was finished five months ahead of schedule and started up in
January and it’s running very, very well—Suralco was—is under way. It will be finished first quarter ‘05. It’s again a 250,000-tonne expansion. We own that 55%.
And in Australia we are underway with the Pinjarra refinery, 600,000 tonnes expansion. We own that 100%. Or AWAC, which is, as I said, 60% us, 40% Alumina
Limited, and it’s expected to be done end of ‘05. We have also started engineering studies, which you have seen in the press, other expansions in Brazil and
another expansion in Jamaica and a total volume from these expansions under engineering is some 3.5 million tonnes. So we are very active on alumina to
respond to the needs and the long-term outlook for alumina. And our projects, since these are Brownfield, is typically half the cost a ton compared to a Greenfield
refinery. Very favorable projects.
 
In aluminum smelting, we are also active. You have heard about Iceland. Iceland is—we will have groundbreaking on Iceland later this year. The first metal will
be produced in ‘07. We are active and we have signed MOU’s—you have seen that in the press as well—we are active in Australia. We are expanding our existing
system there. We have signed an MOU with the government of Bahrain and we are working on negotiating that deal. We are in Brazil, we have a lot of activities
to look for opportunities. Brunei signed an MOU work in progress there. Canada as well. These are Brownfield projects. We still work on the power to support
these projects. And in China, the Pingguo project has taken another step towards realization, which was announced earlier this week.
 
So we have a lot of activities and the whole objective for us is to expand and reposition our assets towards lowered costs and grow. And you will see on the map
here where they are.
 
So that’s about it. Thank you very much.
 
QUESTION AND ANSWER
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 With that, we’re going to take questions from the floor here first. Please state your firm name and your name before the question.
 
Tony Rizzuto—Bear Stearns - Analyst
 Tony Rizzuto with Bear Stearns. Thank you very much Bernt. I look forward to visiting your operations in Australia next month. The question I have is on
alumina and I’m trying to understand the structure of your contracts with third-party smelters and it’s kind of tripped me up a little bit in the last quarter. But I was
wondering if you could shed some light on what percentage are LME linked, what percentage would be fixed, and what percentage is some other basis. And if
you could give me an idea of what percentage would be annual versus multi-year in terms of framework, it would be very helpful. Any kind of guidance in that
way would be great. Thank you.
 
Bernt Reitan—Alcoa - President of Primary Products Group
 Well, I’m afraid I can’t give you a good answer on that because I do not want to release our terms in the contracts. But we certainly have—we have the majority
of our sales is on long-term contracts and it certainly is—there are different blocks in these contracts. But percentage-wise, I’m not willing to give you any
indication.
 
Tony Rizzuto—Bear Stearns - Analyst
 Perhaps you can tell us how much of those contracts might be repriced this year, perhaps later in this year, or are all of those contracts typically repriced in the
mating season during the fall? Just to get a little better idea there. In other words, when I looked at your realization in the first quarter, it was less than I would
have thought it should be. I’m just trying to get a better handle on what we might expect in the remaining quarters of this year.
 
Bernt Reitan—Alcoa - President of Primary Products Group
 There is not much of the contract portfolio up for renewal this year, so—but it is—the distribution of this curve is wearing with years and I wouldn’t go further
than that.
 



 

Alberto Arias—Goldman Sachs - Analyst
 Yes, Alberto Arias from Goldman Sachs. A couple of questions with regards to your idle capacity, given the improving fundamentals that you described in the
aluminum supply demand. Do you see any restart of capacity? What percentage of the idle capacity could potentially get restarted? And second question with
regards to China. There’s been a lot of comments with regards to the impact of tight aluminum markets in the growth profile of supply in China. Do you have any
insight about what to expect over the next couple of years from China?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 In the first question, as we said, we’re on a system, and we continuously re-valuate whether we should restart or not because we certainly have some 500,000 plus
tons idle, and we’ll announce that in due course when we decide. So that’s one of the benefits we have, having a big system like ours. To the second question on
China, I think if you look at China, there’s been a lot of reports about growth and building smelters. We have seen a, over the last months, a pretty tailing off of
the increase in capacity in China, and it’s certainly, it’s partially politically driven. There has been the Congress, the last Congress in Beijing, they decided to
really turn down the power-intensive industries, which probably is one effect.
 
The other thing is the availability of aluminum, which is a constraint on starting up new capacity. There’s a strong growth in China, no question—they need a lot
of aluminum. And if you look at the total balance for China on metal, it is a net import when you include the scrap. They have been very active buyers of scrap,
both in Europe and in North America. So it remains to be seen. My personal view is that China is a bit of a balanced system on aluminum. Time will show if will
remain the case as we move forward.
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 The only thing I would add is we’ve repeatedly said there’s a natural limitation of energy as well. And so it will help to keep the whole thing in balance. The
growth continues, and they’ll I think struggle to keep up with their own growth for the next few years.
 

Alberto Arias—Goldman Sachs - Analyst
 Absolutely.
 

John Tumazos—Prudential - Analyst
 John Tumazos, Prudential. Bernt, how much more do you think you want reduce debt before share repurchases become an option again and could you review the
financial criteria for those? And Bernt, you didn’t list the company project in Russia as one of the smelter or one of the alumina option. In the past, it had been at
least mentioned by the Russian company that you were an option.
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 As I think you know, John, we have a debt-to-cap target of between being between 25% to 35% debt-to-cap, and we’re just inside our target now at 34.9. I think
you’ll see us continue to try to move the debt down to something more in the middle of the target, but now that we’re in that range, we kind of go back to our
basic three-legged stool approach, keep the debt within the target range that we have. If we have capital needs or acquisition or many of Bernt’s projects, they’ll
vie for the cash flow, and from a share repurchase standpoint, philosophically, there’s a minimum, we should keep our employee programs from being dilutive,
and then after that, it really is looking at that whole process we just talked about, where do we see better usage, whether it’s pay down debt and different
investment or acquisition and then share purchase.
 
And more often than not, it really is more self-evident where you need it. We’ve had one of those where obviously now we’ve been trying to bring the debt back
into the structure that we like, our self-imposed capital structure. And having gotten there, it’ll be more likely that everything will have a more equal trade-off,
some of the lesser capital. It really is a process that’s a lot depending on the circumstances at the time and what’s competing for the cash. You want the Russian
comment?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 We are looking at projects all over the world, and we’re certainly also looking at Russia and (inaudible). But there is no, nothing more to add to that, in terms of
progress. That’s where we are.
 

Tony Rizzuto—Bear Stearns - Analyst
 Tony Rizzuto, Bear Stearns. Gentlemen, Alain made some comments recently, I guess it was part of the keynote address in Bahrain, and he referred to inert anode
technology. And I was wondering, how far away from the commercialization of this technology are you now? We haven’t heard a whole lot in recent quarters, but
I was wondering if you could give us an update.
 

Bernt Reitan—Alcoa - President of Primary Products Group
 Well, we still work hard on the inert anode. It’s very exciting prospects for that. Having said that, it is certainly, it’s a challenge to make it work. They have been
on hold for 120 years. And so we are working on it, we have progress, and we will come back to you when we have more to tell you about it.
 



 

Tony Rizzuto—Bear Stearns - Analyst
 At one point, the largest hurdles were the cracking of the anode, but it seemed as if you had worked through those issues. What seems to be the biggest issues
now? Is it just viability in the product line itself?
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 I think it’s been this issue now, and you have different aspects and events come up and at one time, it may have been cracking, etc. As we’ve told you many times
before, we think we’ve gotten through many of the application and engineering kinds of issues, we think we know it can be done, we continue to make technical
progress. The real issue is the commercialization and can you get this to the point where the return and the life of the anode is sufficient, then you want to
commercially do this with the system. And so, what we said before, we’ll tell you as we make progress, and as Bernt said, we’re continuing to make progress, and
I think later this year, we’ll have something probably more definitive to say as to where we are and how we’re timing it.
 

Dean Miller—Citigroup - Analyst
 Dean Miller, Citigroup. On the alumina supply/demand, where do we go from here if we have four years in a row of major deficits? Who’s not getting alumina?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 Can you repeat the last question?
 

Dean Miller—Citigroup - Analyst
 Who’s not getting the alumina then if we have four years in a row of major deficits ahead of us?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 Well, we have some plants curtailed, and there are other, there are plants who aren’t getting alumina now in China, so—and that’s where we are. If you are
buying, buying stock, they can’t get aluminum. So, in China, there has been a lot of curtailments. There has been during the last few months, there is a drill also,
it’s an energy constraints. So it’s a combination of alumina and energy constraints. So you have major curtailments around in China. In fact, it’s been blacked out
in 22 states in China during the last 12 months.
 

Michael Burnett—Trison Assets - Analyst
 Good afternoon. Michael Burnett (ph), Trison Assets. I have two questions. In terms of your cost savings, thinking of a billion two, how much of that total do you
think will be saved to the corporation on a pre-tax line net of all the cost creep and other costs? How much of that should the shareholders think of as going to the
pre-tax line and then I have one follow-up.
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 Well, we’ve shown you on an annual basis as we do the cost savings how much has been either given up to price or mix or volume or what’s happened as we’ve
come through recessionary period or you know, cost inflation in other areas. So we try very hard to make that, you know, sustainable kind of number. And as the
markets get better, hopefully, more and more of that is going to come to the bottom-line. I don’t want to get into predicting how much, but we’ll come and we’ll
show you as we get our updates when we do this what is been the counterpoint to it, but we feel very good about the 1.2. All of the businesses have a plan, we
know where that’s all coming out, and I’d like to think, in this economy, more of it should be able to make it to the bottom-line. But as it happens, we’ll track it
out.
 

Michael Burnett—Trison Assets - Analyst
 There is no internal goal that you can share with us because most companies basically get somewhere between $0.20 and $0.40 of the dollar of savings?
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 It would vary significantly by business. As I said, we’re very encouraged, you know, that our businesses are doing very well with it. We thought 108 on an
annualized basis for the first quarter was a really good start, but it varies all over. And we’ll float it up, as I said, when we do that about every six months, we
show you what the trade-off would be.
 

Michael Burnett—Trison Assets - Analyst
 And in terms of the shortage in the alumina and the conversion of the higher metal price into the profitability. Granted, a lot of your contracts are long-term, but
over the next two years, a fair amount will be re-negotiated. And if there really was a shortage today, shouldn’t we assume that you would be trying to get higher
prices from your customers, and therefore the conversion going up as we go over the next 12 to 18 months on a per pound basis, per tonne?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 I think the name of the game, I told you how the conversion costs develops on productivity. I think in our businesses, the better
 



 
offsets the cost increases, year-on-year, as we have managed to do over the last three years, and that ambition to be there is moving forward, and I can tell you, it
is very, very important that we can continue that trend. And I believe we can do that.
 

Operator
 [OPERATOR INSTRUCTIONS]
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 …much of our stuff. We’re not in this for the spot market, per se. It isn’t that deep. You would be very upset with us if we were building refineries for the spot
market with the swings that happen in the spot market. What we’ve done, instead, is set something like a Point Comfort flex up to deal with the spot market. And
it didn’t make sense in the spot market a couple of years ago.
 

Unidentified Participant
 At this point, we’d like to take questions from the phone.
 

Operator
 Thank you. Your first question is from Wayne Atwell of Morgan Stanley. Please proceed.
 

Wayne Atwell—Morgan Stanley - Analyst
 Thank you. You sort of touched on this a little bit, but maybe you could expand a little bit more on the delay in moving pricing through your primary business.
My understanding was that it used to be one month and it’s now three months. I’m a little bit confused how that could happen so quickly. I realize pricing was
rather strong, but maybe you could explain a little bit how that happened.
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 I can try to embellish what was on my slide and how it would work. But essentially, you had, I wouldn’t call it unprecedented, but you had a very rapid rise in
pricing in the fourth quarter and what you essentially have is you have your customer base watching that, and so you have more customers coming in ordering
more metal for a longer period of time. So the more they fix, even though they’re selling essentially a prior month LME on a 30 day. It really has to do with how
much the customer is trying to lock in. So as they try to lock in and get ahead of that kind of rapid rise, if we had a gradual rise, or if we had a level period, you
wouldn’t see quite as much of that extension. Same thing as you’re going to see, more customer commitments, I mean, customers are bright people, right? You’re
going to see dips, you’re going to see more purchases which are going to in effect lower the average price of which they’re buying. So it really is a combination
of factors of the rapid rise and how much people got in front of it more than anything else in my mind.
 

Wayne Atwell—Morgan Stanley - Analyst
 So this would have been somewhat unique to the first quarter and you should definitely catch up in the second quarter?
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 That’s what I tried to say. I think we’ll see it shrink from, I think Alain had said when we were here before, we were anticipating something like a 90 day lag in
the first quarter, and we said now, we’re seeing something more like 45 as we’re at this quarter because it had been more level. Now, and Bernt had commented
on this, I think volatility will make this more complex as you have the kind of drops that you had in the last couple of days. You’re going to have, it depends how
much customer commitment, it’s still substantially higher than the fourth quarter so you don’t have that kind of run-up, but on these kind of drops, you’re going to
see more customer commitment and when we do that, if it goes right back up again, you’re going to see a bit of a lag because they’ve bought on that lower price.
But Bernt, do you want to add to that?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 Well, I support what you say, Rick, because the volatility we have seen, for instance, in the last couple of days, where you have $150 movement from $1,840
down to $1,680. It’s obvious that our customers come in and buy at that kind of level. It’s based on the projections that’s out there in the market, and that certainly
have an impact on the realized price.
 

Wayne Atwell—Morgan Stanley - Analyst
 Thank you.
 

Operator
 Thank you. Your next question is from Douglas Upton of JP Morgan. Please proceed, sir.
 

Douglas Upton—JP Morgan - Analyst
 Well, thank you. My question is along the same lines as Wayne’s, actually. My understanding was if customers wanted to fix a price, your procedure would be to
hedge against that fixed price. Am I wrong? Can you just explain maybe a little bit around those issues?
 





 

Rick Kelson—Alcoa Inc. - CFO, EVP
 Well, we’ve told you many times, well, first, our hedging policy can be seen about as fully as we discussed it in the K, so certainly, that’s where you can get much
more information. But we’re plain vanilla, and essentially, we wouldn’t hedge anything that’s not a hedge in our mind unless it’s a customer commitment and then
we have internally varying amounts that we might on differing points of time on a curve decide what to take out or not. So, but if your question is, was the first
period due to hedging or the like, no, there wasn’t a —
 

Douglas Upton—JP Morgan - Analyst
 Yes, I imagined anyway
 

Unidentified Participant
 Next question from the phone. Sorry, next question from the phone.
 

Operator
 Your next question comes from Smith Barney. I apologize, John Hill from Smith Barney. Please proceed.
 

John Hill—Smith Barney - Analyst
 Good day everyone, and thank you for a great presentation. Just three short questions. First one: we saw pricing premiums in the last quarter at about $0.04 a
pound, somewhat at the low end of the range what we’ve seen in the past. Is it safe to say that we could see those come up to let’s say $0.06 a pound in the next
quarter. Second question is, you mentioned substitution benefits. I was just wondering, if you could give us some examples of what kind of projects and
geography. And then briefly, anything new on the Brazilian hydroelectric projects?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 I’ll do your substitution question first. I think certainly we have seen the demand growth in aluminum, and part of that is certainly substitution. But when you
look at areas where in automotive, in particular, it takes awhile before that substitution can take place because, certainly, a material change changes is when
automotive companies change platforms and new models, so it does take time, and we believe over time, there definitely will be substitution if this lighting effect
on aluminum is taking place, which is good news for us as a metal. So that’s the answer to that one.
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 As far as Brazilian power, well, Machadinho is completed and generating power, but Barra Grande is under construction and will be generating power in ‘05. The
next two facilities are in process of permitting, etc. and several others remain in kind of further back stages of discussion, but we are progressing nicely there as
we build up our own self-generation for the various power consortium. I’m sorry, what was the third one?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 What was the third one? Can you repeat that?
 

Unidentified Participant
 The third question was whether we would predict premiums going up over what we’ve seen in the first quarter.
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 Well, we don’t predict.
 

Bernt Reitan—Alcoa - President of Primary Products Group
 Again, as we said on the alumina question, we are not giving comments on that.
 

Carla Harwich—Clay Finley - Analyst
 Carla Harwich, Clay Finley. I have a question on alumina pricing at AWAC. I understand your counterpart there, Australian Alumina, has said that they’re pricing
alumina at 13% of aluminum. I think they mean internal transfer pricing. Could you clarify? That seems significantly below market.
 

Bernt Reitan—Alcoa - President of Primary Products Group
 I, again, I do not want to comment on the percentage.
 

Carla Harwich—Clay Finley - Analyst
 Could you talk about how you do transfer pricing?
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 Average of third-party pricing on internal transfers.



 



 

Carla Harwich—Clay Finley - Analyst
 My second question is on — I understand some of the contract for third-party sales of alumina. With the CHALCO joint venture, do you have separate contracts
for third-party alumina sales and how long are those contracts?
 

Bernt Reitan—Alcoa - President of Primary Products Group
 From the CHALCO deal? No, we don’t. There’s a prior 30 year contract, not the CHALCO, right?
 

Unidentified Participant
 We’ll take one more question from the floor.
 

Alberto Arias—Goldman Sachs - Analyst
 Alberto Arias, Goldman Sachs. On the price lag that we saw in the first quarter, you also mentioned that you have a link in terms of the energy costs that are
linked to the LME price, and also you have the link on the alumina purchases. Do you get a squeeze whenever you have this fluctuation or can you transfer these
to your contract? Is there a mechanism that would protect you from these variations in the land, in the future? How did it work in the first quarter?
 

Rick Kelson—Alcoa Inc. - CFO, EVP
 Well, and Bernt, correct me if I’m wrong or overspeak, but my understanding in this is the energy contracts move on a given line with LME, and most of them are
probably a quarter. Alumina transfers at what, six months, so you’re going to see those kinds of lines as they come through, and that’s been historically how it’s
done. I think the first quarter is much more to do with what I mentioned earlier, which is rather rapid rise in increase in customer base coming in right in front of
it, as it anticipated, and that to me is much more what it was in the first quarter stretch out. I mean, we’ve lived with the alumina transfer market from the
beginning of those arrangements, the power arrangements aren’t new, so all of those things — some have caps, some have floors, some don’t come into effect
until a certain number. So there’s things that we’ve lived with for a long time, so no, I don’t see them being, you know, they’re worthy of mention, but I don’t see
them as the issue that you’re trying to address.
 

Unidentified Participant
 At this point, this concludes our first quarter workshop, and thank you for attending. Thank you.
 

Operator
 Thank you for your participation in today’s conference. You may now disconnect. Have a good day.
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 Forward-Looking StatementsToday’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 involveknown 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 couldcause 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 filed with the Securities and ExchangeCommission.



 Richard B. KelsonExecutive Vice President Chief Financial Officer



 1st Quarter Highlights?Highest level of revenue since 2Q 2001COGS sequential improvement to less than 78% of sales?Income from operations up sequentially and year-over-year?5 out of 6 segments up on a year-over-year basis?Continued ROC improvement to 8.7% annualized



 1st Quarter Highlights (continued)?Strong start toward new 2006 cost challenge ?Continued disciplined capital spending ?Substantial completion of the divestiture program?Debt to capitalization ratio within target range



 Safety?LWD Incident Rate??Continued strong performance in 1Q 2004Rate (injuries per 200,000 hrs.)fewer incidents in 1Q2004 vs. 20030.990.810.77 0.750.49 350.46 0.460.360.230.18 0.16 0.19 0.160.15 0.12 0.09 0.0750.071991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002* 2003 1Q 04 2005MilestoneAlcoa* Including Acquisitions ** 2005 Milestone* Reynolds, Howmet/Huck included beginning in 2002. IVEX and Fairchild included beginning in 2004. ** Includes IVEX and Fairchild prior to 2004.



 1st Quarter 2004 Financial OverviewIn Millions 1Q04 4Q 03 Fav/(Unfav)LME 3-Month Average ($/MT) $ 1,667 $ 1,522 $ 145Sales $ 5,696 $ 5,532 $ 164Cost of Goods Sold $ 4,438 $ 4,435 ($ 3)% of Sales 77.9% 80.2% 1.3%SG&A $ 344 $ 346 $ 2% of Sales 6.0% 6.3% 0.3%Restructuring and Other Charges ($ 31) ($ 26) $ 5Other Income, Net ($ 22) ($ 139) ($ 117)Effective Tax Rate 27.9% 21.2% (6.7)%Minority Interests $ 50 $ 43 ($ 7)GAAP Net Income $ 355 $ 291 $ 64GAAP Income From ContinuingOperations $ 350 $ 340 $ 10



 1st Quarter Market Conditions Global View?Market ConditionsRevenue by MarketPrimary Products 24%Industrial Products 5%Other (Distr., IGT, Tele) 7%Building & Construction 10%Commercial Transportation 6%Packaging 26%Aerospace 9%Automotive 13%Change from Change from1Q 03 4Q 03Realized PricesAlumina 18% 2%Primary 14% 9%3rd Party RevenueAerospace 10% 12%Automotive -4% 12%Commercial Transportation 34% 20%B&C 9% 2%Industrial Products 3% 9%Packaging 20% 0%



 Alumina & ChemicalsAlignment: Bauxite mining, alumina refiningMarkets:Intersegment Revenue3rd Party RevenueATOI Performance:+ 38% LME+ 4%1Q03 2Q03 3Q03 4Q 03 1Q 04ATOI LMECurrent Business Conditions:PositivesLME-based pricing contracts driving higher realizationsJamaica upgrade at full output in 2QNegativesChemicals divestiture effective 2/27/04Minimal spot exposure



 Primary MetalsAlignment: 4.0 million mt of smelting capacity, with 562 kmt currently idledMarkets:Intersegment Revenue3rd Party RevenueATOI Performance:+16%$            Millions LME Cent/Lb200 +15%76180 747216070140 686612064100 621Q03 2Q03 3Q03 4Q 03 1Q 04ATOI LMECurrent Business Conditions: PositivesLME prices remain high; lag shrinking to 45 days at end of 2QIncreasing value-added product shipmentsNegativesApprox. 1/3 of smelter energy demand for production is tied to LMEHigher alumina costs



 Flat Rolled ProductsAlignment: Aluminum sheet and plate for aerospace applications, rigid container sheet for beverage cans, and mill productsMarkets:Distribution & OtherBuilding & ConstructionCommercial VehicleAeroAutoCan SheetATOI Performance:+25%$            Millions75 +23%6045301501Q03 2Q03 3Q03 4Q 03 1Q 04Current Business Conditions: PositivesSeasonal volume increase in can sheetIndustrial markets remain strongNegativesHigher energy costs



 Engineered ProductsAlignment: Hard and soft alloy extrusions, aluminum forgings, Alcoa Fasteners & Howmet productsMarkets:Distribution & OtherCommercial VehicleBuilding & ConstructionAutoIGTAeroATOI Performance:$            Millions +112%70 +88%60504030201001Q03 2Q03 3Q03 4Q03 1Q04Current Business Conditions: PositivesCommercial transportation market remains strongNegativesHigher energy costs



 Packaging & ConsumerAlignment: Reynolds consumer products, closures, food packaging, flexible packaging, and packaging graphics designMarkets:Flexible Packaging & OtherFood PackagingConsumer ProductsClosuresATOI Performance:$            Millions -33%60 -32%402001Q03 2Q03 3Q03 4Q03 1Q04Current Business Conditions:PositivesSeasonal improvement in both Consumer and ClosuresNegativesResin prices remain high



 OtherAlignment: Alcoa Fujikura, residential building products and automotive structuresMarkets:TeleBuilding & ConstructionAutoCommercial VehicleATOI Performance:+100%$            Millions20 +3%1510501Q03 2Q03 3Q03 4Q03 1Q04Current Business Conditions:PositivesSeasonal improvement in residential building and construction Automotive markets expected to maintain first quarter strengthNegatives



 Outlook Summary2Q ‘04 OutlookPositives• LME prices remain high• Seasonal upturn in packaging and consumer• Seasonal upturn in residential building and construction• Brisk end market demand for flat rolled products and engineered productsNegatives• Minimal alumina spot exposure• Stronger AUD, CAD negatively affect margins• Rising energy (gas and electricity) prices• Resin prices remain high• Absence of Chemicals gain on sale ($58m AT)



 15.9 16.115.5 15.58.77.8 7.67.06.47.77.04.33.9 3.91Q 03 2Q 03 3Q 03 4Q 03 1Q 04To p Quintile S &P Ind us tria ls Alc o a ROC Alc o a Qua rte r Annua lize dAll indicators are based on the Bloomberg ROC Methodology.1Q 03 Quarter Annualized ROC excludes $47 million after-tax cumulative effect of accounting change due to adoption of FAS 143.



 Bernt ReitanExecutive Vice President – Alcoa Group President, Primary Products



 Agenda?Biography?Alumina and Smelting Operations??Safety??Customer Value??Manufacturing Excellence?Market Outlook?Growth Opportunities



 Biography – Bernt Reitan?1980 – 2000 (Elkem ASA)??1987 – 1988 Senior VP Materials and Technology??1988 – 2000 Managing Director – Elkem Aluminium ANS?2000 – Present (Alcoa Inc.)??2000 President – Alcoa World Chemical??2001 President – AWAC??2003 President – Alcoa Primary Metals??2004 Current Position?Service on Industry Association Boards??International Aluminium Institute??European Aluminium Association??Norwegian Metallurgical Industry Association



 Alumina & SmeltingOperations27 Smelters 9 RefineriesNorth America: Smelting 2.8M tonnes Refining 2.3M tonnesLatin America: Smelting 0.3M tonnesRefining 2.6M tonnesEurope:Smelting 0.6M tonnesRefining 1.3M tonnesRefinery SmelterStand-alone bauxite mineAustralia:Smelting 0.4MtonnesRefining 7.8Mtonnes



 Safety(per 200,000 hours)Lost Work Day Frequency Rate0.190.140.110.102001 2002 2003 2004Q1OSHA Recordable Frequency Rate4.42.72.21.92001 2002 2003 2004Q1



 Alcoa Primary Products Business Model?Maximize Value-Added Products for CustomersOperational Excellence?Growth??Creep capacity??Brownfield expansions??Greenfield expansions??Joint ventures and partnerships



 Maximize Value-Added Products for CustomersTotal Value-Added Shipments31% increase in value-added product adds $35M ATOI annually2001 2002 2003 Q1 2004 Annualized



 Operational Excellence via ABSAccelerate improvement through best practice sharing??Like-technology teams (LTT) in smelting??Manufacturing and Technology (M&T) Council in refining?Power of Comparisons Across the System??Productivity ??Energy consumption efficiencies??Current efficiencies ??Maintenance systems??Yield ??Pot life?Standardize best practices?Revolving 30-60-90-day plans



 Production and Productivity ImprovementsAlumina Production Improvement Indexed to 20011.151.111.051.002001 2002 2003 Q1 2004Alumina Productivity Improvement Indexed to 20011.211.151.031.002001 2002 2003 Q1 2004Smelting Production Improvement Indexed to 20011.061.051.021.002001 2002 2003 Q1 2004Smelting Productivity Improvement Indexed to 20011.201.161.051.002001 2002 2003 Q1 2004



 Aluminum Supply and DemandGlobal Supply and Demand2003 2004 2005 2006Global Metal Production Global Metal ConsumptionMarket Surplus or (Deficit)112(59)(288)(747)Source: Consensus forecast



 Alumina Supply and DemandGlobal Supply and Demand2003 2004 2005 2006Global Metallurgical Alumina Production Global Metallurgical Alumina Consumption(192)(242)(334)(446)Source: Consensus forecast



 Unwrought Aluminum InventoriesDays of ConsumptionLME & IAI InventoriesLME stocks as of 4/08/04 stand at 19.67 days of consumptionIAI unwrought stocks end Feb stand at record low of 24.72 of consumption350,000 MT drop this yearJan-81 Jan-83 Jan-85 Jan-87 Jan-89 Jan-91 Jan-93 Jan-95 Jan-97 Jan-99 Jan-01 Jan-03IAI Only LME Only



 Jan-03 Apr-03 Jul-03 Oct-03 Jan-04HR Steel 187% Copper 180% Stainless 162%Aluminum 120%Aluminum        % change Copper        % changeStainless        % change Hot Rolled Steel        % changeAluminum has lagged the price increases in other metals



 Aluminum and Alumina GrowthFuture expansion opportunity Refinery Smelter Stand-alone bauxite mineAluminum Expansion? Iceland? Australia? Bahrain? Brazil? Brunei? Canada? ChinaAlumina Expansion? Australia? Jamaica? Suriname? Brazil



 For Additional Information, contact:William F. Oplinger Director, Investor RelationsAlcoa390 Park AvenueNew York, N.Y. 10022-4608 Telephone: (212) 836-2674 Facsimile: (212) 836-2813 www.alcoa.com



 Appendix



 Income and EPS Information and ReconciliationIn Millions 1Q 04 4Q 03 1Q 03GAAP Net Income $ 355 $ 291 $ 151Cumulative Effect of Accounting Change — — $ 47Discontinued operations—operating loss (income) — $ 4 ($ 3)Discontinued operations—(gain)/loss on divest. ($ 5) $ 45 —GAAP Income from continuing operations $ 350 $ 340 $ 195Restructuring and other charges (2):Restructurings $ 8 ($ 4) ($ 3)(Gain)/Loss on divestitures ($ 58) ($ 21) —Income from continuing operations excludingrestructuring and other charges (1) $ 300 $ 315 $ 192



 Income and EPS Information and Reconciliation (Continued)In Millions 1Q 04 4Q 03 1Q 03GAAP Earnings per share $ 0.41 $ 0.33 $ 0.17Cumulative Effect of Accounting ChangeDiscontinued operations—operating lossDiscontinued operations—loss on divestituresGAAP Earnings per share from continuingoperations $ 0.40 $ 0.39 $ 0.23Restructuring and other charges:Restructurings(Gain)/Loss on DivestituresEPS from continuing operations excludingrestructuring and other charges $ 0.34 $ 0.36 $ 0.23Avg. Shares Diluted Outstanding 879 872 846



 Notes to Reconciliation(1) Alcoa believes that income from continuing operations excluding restructuring and other charges is a measure that should be presented in addition to income from continuing operations determined inaccordance 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 comparison.Management believes that these charges are unusual in nature, and would not be indicative of ongoing operating results. As a result, management believes these charges should be considered in order to comparepast, current, and future periods.— The economic impacts of the restructuring and divestiture charges are described in the footnotes to Alcoa’s financial statements. Generally speaking, charges associated with restructurings include cash andnon-cash charges and are the result of employee layoff, plant consolidation of assets, or plant closure costs. These actions are taken in order to achieve a lower cost base for future operating results.— Charges associated with divestitures principally represent adjustments to the carrying value of certain assets and liabilities and do not typically require a cash payment. These actions are taken primarily forstrategic reasons as the company has decided not to participate in this portion of the portfolio of businesses.— Alcoa’s growth over the last five years, and the onset of the manufacturing recession led to the aforementioned charges in 2001 and 2002. Before the start of the current manufacturing recession, Alcoa lastrecorded charges associated with restructuring and divestitures in 1997.— 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 aboutrestructurings and divestitures.— There can be no assurance that additional restructurings and divestitures and goodwill impairment will not occur in future periods. To compensate for this limitation, management believes that it is appropriateto consider both income from continuing operations determined under GAAP as well as income from continuing operations excluding restructuring and other charges.(2) Restructuring and other charges totaled $31 of income for the first quarter of 2004 before taxes and minority interests. The amount principally represents a realized gain on the sale of the specialty chemicalsbusiness, partially offset by layoff charges. After taxes and minority interests, restructuring and other charges amounted to income of $50 in the first quarter of 2004.



 Reconciliation of Return on Capital1Q 04 4Q 03 3Q 03 2Q 03 1Q 03Bloomberg 1Q 04 Bloomberg 4Q 03 Bloomberg 3Q 03 Bloomberg 2Q 03 Bloomberg 1Q 03In Millions Method Annlzd Method Annlzd Method Annlzd Method Annlzd Method AnnlzdNet Income $ 1,142 $ 1,420 $ 938 $ 1,164 $ 424 $ 1,120 $ 346 $ 864 $ 353 $ 792Minority Interest $ 222 $ 200 $ 231 $ 172 $ 186 $ 216 $ 181 $ 300 $ 153 $ 236Interest Expense $ 220 $ 184 $ 238 $ 224 $ 255 $ 232 $ 266 $ 240 $ 263 $ 246(After-tax)Numerator(Sum Total) $ 1,584 $ 1,804 $ 1,407 $ 1,560 $ 865 $ 1,568 $ 793 $ 1,403 $ 769 $ 1,274ST Borrowings $ 318 $ 554 $ 351 $ 389 $ 160 $ 155 $ 153 $ 110 $ 147 $ 115LT Borrowings $ 7,727 $ 6,737 $ 7,529 $ 7,175 $ 8,011 $ 7,801 $ 7,942 $ 8,309 $ 7,896 $ 8,519Preferred Equity $ 55 $ 55 $ 55 $ 55 $ 55 $ 55 $ 55 $ 55 $ 55 $ 55Minority Interest $ 1,364 $ 1,349 $ 1,317 $ 1,310 $ 1,287 $ 1,398 $ 1,400 $ 1,443 $ 1,351 $ 1,332Common Equity $ 11,134 $ 12,130 $ 10,946 $ 11,541 $ 10,467 $ 10,698 $ 10,504 $ 10,181 $ 10,428 $ 9,950Denominator(Sum Total) $ 20,597 $ 20,824 $ 20,197 $ 20,469 $ 19,980 $ 20,107 $ 20,054 $ 20,098 $ 19,877 $ 19,971ROC 7.7% 8.7% 7.0% 7.6% 4.3% 7.8% 3.9% 7.0% 3.9% 6.4%Notes:• Bloomberg Methodology calculates ROC based on the trailing 4 quarters.


