
  
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

  

FORM 8-K
  

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of Report (Date of earliest event reported): April 15, 2010 (April 12, 2010)
  

ALCOA INC.
(Exact name of Registrant as specified in its charter)

  
 

Pennsylvania  1-3610  25-0317820
(State or Other Jurisdiction

of Incorporation)  
(Commission
File Number)  

(I.R.S. Employer
Identification Number)

 
390 Park Avenue, New York, New York  10022-4608

(Address of Principal Executive Offices)  (Zip Code)

Office of Investor Relations 212-836-2674
Office of the Secretary 212-836-2732

(Registrant’s telephone number, including area code)

(Former Name or Former Address, if Changed Since Last Report)
  

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the Registrant under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
   



Item 2.02. Results of Operations and Financial Condition.

On April 12, 2010, Alcoa Inc. held its first quarter 2010 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.

* * * * *

The information in this Current Report on Form 8-K, including Exhibits 99.1 and 99.2, is being furnished in accordance with the provisions of General Instruction B.2 of Form 8-
K.

Forward-Looking Statements

Certain statements in this report relate to future events and expectations, and as such constitute forward-looking statements within the meaning of the Private Securities Litigation Reform
Act of 1995. Forward-looking statements also include those containing such words as “anticipates,” “believes,” “estimates,” “expects,” “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 applicable law, to update or revise any forward-looking statements, whether in response to new information, future events or otherwise. 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 fluctuations in London Metal Exchange-based prices for primary aluminum, alumina and other products; (b) material adverse changes in the
markets served by Alcoa, including automotive and commercial transportation, aerospace, building and construction, distribution, packaging, industrial gas turbine and other markets;
(c) Alcoa’s inability to achieve the level of cash generation, cost savings, improvement in profitability and margins, or strengthening of operations anticipated by management from its
cash sustainability, productivity improvement and other initiatives; (d) Alcoa’s inability to realize expected benefits from newly constructed, expanded or acquired facilities or from
international joint ventures as planned and by targeted completion dates, including the new joint venture in Saudi Arabia; (e) significant increases in power or energy costs or the
unavailability or interruption of energy supplies for Alcoa’s operations; (f) political, economic and regulatory risks in the countries in which Alcoa operates or sells products, including
unfavorable changes in laws and governmental policies and fluctuations in foreign currency exchange rates and interest rates; (g) outcomes of significant legal proceedings or
investigations adverse to Alcoa; and (h) the other risk factors summarized in Alcoa’s Form 10-K for the year ended December 31, 2009 and other reports filed with the Securities and
Exchange Commission.
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Item 9.01. Financial Statements and Exhibits.

(d) Exhibits.

The following are furnished as exhibits to this report:
 
99.1   Transcript of Alcoa Inc. first quarter 2010 earnings call.

99.2   Slides presented during Alcoa Inc. first quarter 2010 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/    NICHOLAS J. DEROMA        
 Nicholas J. DeRoma
 Executive Vice President,
 Chief Legal and Compliance Officer

Dated: April 15, 2010
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99.1   Transcript of Alcoa Inc. first quarter 2010 earnings call.

99.2   Slides presented during Alcoa Inc. first quarter 2010 earnings call.
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AA - Q1 2010 ALCOA Inc Earnings Conference Call
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P R E S E N T A T I O N
 
 
Operator

Good day, ladies and gentlemen, welcome to the first quarter 2010 Alcoa Inc. earnings conference call. My name is Shamika, and I will be your operator for today. At this time, all
participants are in listen only mode. We will conduct a question and answer session towards the end of today’s conference. (Operator Instructions). As a reminder this conference is being
recorded for replay purposes. I would now like to turn the presentation over to your host for today’s call, Mr. Matthew Garth, Director of Investor Relations. Please proceed.
 
 
Matthew Garth - ALCOA Inc - Director, IR

Thank you. Good afternoon and welcome to Alcoa’s first quarter earnings conference call. I’m joined by Chuck McLane, Executive Vice President and CFO who will review financial
results and Klaus Kleinfeld, President and CEO who will discuss current market conditions and how the actions we have taken to strengthen Alcoa are driving value. After comments by
Chuck and Klaus, we’ll take your questions.

Before we begin I’d like to remind you that today’s discussion will contain forward-looking statements relating to future events and expectations. You can find factors that could cause the
Company’s actual results to differ materially from these projections listed in today’s press release and Alcoa’s most recent Form 10-K and other SEC filings. In addition we’ve included
some non-GAAP financial measures in our discussion. Reconciliations to the most comparable GAAP financial measures can be found in today’s press release, in the appendix today —
presentation and on our website at www.alcoa.com under the “Invest” section. Now I’d like to turn it over to Chuck.
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Charles McLane - ALCOA Inc - EVP, CFO

Okay, thanks, Matt. I’d like to thank everybody for joining us today. We’ve got some detail in this quarter, I’m going to take my time going through that, the bridges and the reconciliation
sheet of the restructuring special items. I’m also going to give you some additional disclosure around our sensitivities today, but let me start off by first saying that our improved operating
result reflects increased profitability that we gained through a strong performance in our cash sustainability initiatives. Our realized aluminum pricing is hitting the bottom line and we’re
overcoming increased energy costs and reduced volumes.

Now let’s go to the first quarter overview. In the first quarter, higher realized LME pricing and the continued benefits from our cash sustainability initiatives drove significant
improvements in the cost of goods sold and SG&A percentages of sales, the combination of which generated EBITDA of $596 million, which is the highest level since the third quarter of
2008. Higher energy costs, lower volumes, predominantly can sheet both negatively impacted results. Our loss from continuing operations of $194 million or $0.19 per share included
restructuring and special items totaling $295 million or $0.29 per share. I’ll review these items in more detail in just a bit. Lastly, debt-to-cap improved to 38.1%, and liquidity remains
strong with $1.3 billion of cash on hand.

Let’s move to the next slide, which illustrates market activity in our businesses. Revenues in many of our markets have improved relative to last year while others, namely Aerospace and
IGT, continue to experience supply chain destocking and low levels of demand. The declines in packaging were expected due to our decision to curtail can sheet volumes to our North
American supply base. This decision contributed to a reduction in flat roll product shipments of roughly 75,000 tons.

The sequential declines in our third party alumina and primary metal sales reflect higher internal shipments to meet improved order rates, and the anticipated reduction in buy/resale
activity to more normal levels. Buy/resale totaled 49,000 tons this quarter, a reduction of 158,000 tons sequentially. On a sequential basis, Aerospace was essentially flat as destocking
activity begins to slow and supply levels stabilize. Weak demand in IGT and building and construction continues to drive revenue declines in these markets.

Now let’s review the financials. I’ll highlight some key items for you, as you have the detailed income statement in the press release. Third party revenues declined 10% sequentially, as
increases in internal shipments in alumina and lower can sheet volumes more than offset the benefit of higher pricing. Note that the reduction in buy/resale activity contributed to half of
the revenue decline.

COGS as a percent of sales fell to 82.1%, driven through continued progress in our cash sustainability initiatives. As you’ll recall, COGS in the fourth quarter included charges related to
our Italian operations, the MRN tax settlement, and the impact of buy/resell activity, all of which accounted for 6.7 percentage points of the COGS percent decline. On a percent of sales
basis, SG&A improved by 0.5 percentage points sequentially as we continued to aggressively reduce overhead spend.

And lastly, our operational tax rate for the quarter was a negative 95.5%. For your reference, we’ve attached an appendix to help guide you through the tax rate. Included in the tax rate
this quarter are discrete tax items totaling $112 million, which I will detail in the next slide. Going forward, we expect our operational ETR to be approximately 32%; however we will
continue to experience swings in the rate given volatility in our profit drivers and overall profitability in each tax jurisdiction.

Let’s now review the restructuring and special items in the quarter. Okay, this slide provides you with an overview of the restructuring of special items in the quarter, and their location on
the financial statements. Restructuring related items of $119 million primarily relates to the permanent closure of certain curtailed US locations including the Badin and Eastalco smelters.
This decision was made after an assessment of the sustained competitiveness of each facility was completed based on factors including market fundamentals, other idle capacity, the cost
structure and future capital investments.

The discrete tax items include $79 million related to the recently enacted healthcare legislation. The legislation changed the tax treatment of the federal subsidy offered to companies that
provided Medicare Part D equivalent prescription drug benefits to retirees. Non-cash mark-to-market impacts on derivatives in several power contracts totaled $31 million and power
outages in Sao Luis and Rockdale negatively impacted results by $17 million. Lastly, an increase in the Grasse River Environmental Remediation Accrual totaled $11 million. The net of
these items total $295 million or $0.29 per share.

Now let’s move to the sequential bridge. This slide bridges our income from continuing operations, excluding restructuring and special items. Higher realized alumina and aluminum
pricing was partially offset by the non-recurrence of a LIFO benefit in the previous quarter. We generated significant productivity gains through continued execution of our cash
sustainability initiatives. You can clearly see that we’ve been able to hold our productivity gains from last year and increase our level of savings, despite headwinds from lower volumes
and higher energy. As a reference point, sequential increases in the average price of oil was up approximately 4% and natural gas 1%.
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Before moving to the segments, I’d like to review our key net income sensitivities. This slide shows you our two key sensitivities, aluminum and currency. These sensitivities help you
provide directional guidance on how changing metal price in the currencies impact our bottom line. The aluminum sensitivity is inclusive of all LME linked elements in our revenue and
cost structure, alumina, aluminum, and LME linked power. The sensitivity is based on a 15 day lag LME price. The currency sensitivities reflect our different economic exposures, for the
most part, our non-US operations generate US dollar revenues from alumina and aluminum, but pay expenses in local currency. It should be no surprise that the Aussie dollar sensitivity is
our highest given the large operating base we have in Australia. We will include this sensitivity table in the appendix going forward for your reference.

Now let’s turn to the segments, starting with Alumina. Alumina pricing trended high in the quarter, yielding a 13% increase in our realized price. Production was slightly lower
sequentially as a power outage in Sao Luis and maintenance outages in Australia offset increases at Point Comfort. The power outage, which occurred in early February, negatively
impacted the quarter by $10 million. Juruti negatively impacted the quarter by $20 million and higher energy cost totaled $15 million. As noted on the bridge, the fourth quarter charge for
a tax settlement in our MRN partnership did not recur.

Moving to the outlook, alumina pricing will follow the 60 day lag. Lower caustic costs will flow through the system, and we will continue to benefit from our cash sustainability
initiatives. As we look at all of the operating conditions that we have across our system, we would expect production to increase by approximately 100,000 tons versus the first quarter.

Let’s move to the Primary segment. The first quarter performance benefited from an 8% increase in the realized price, favorable currency benefits, and productivity gains, as you’ll recall,
the fourth quarter included a $250 million charge related to the drawback on the Italian power case. The decline in third party shipments was predominantly driven by a significant
reduction in buy/resell activity. Margin neutral buy/resell totaled 49,000 tons this quarter, a decline of 158,000 tons sequentially.

Higher power costs were incurred, particularly in Italy, as new power tariffs took effect. Also, although smelting activity at our Rockdale facility has been curtailed, we continue to have
power generation activities at this site. A maintenance outage conducted during the quarter negatively impacted sequential performance by $11 million.

Looking to the second quarter, we expect our realized pricing to follow a 15 day lag and continued benefits from our cash sustainability initiatives. Unfortunately, the power station in
Rockdale continues to struggle. The master agreement with USW, which covers 5350 employees, expires on May 31. While we’re confident that a mutually acceptable agreement will be
reached, actions are being taken to ensure business continuity, if any disruptions should occur. Lastly, we expect production to be equal to the first quarter. Beginning next year, we expect
ongoing cost reductions from the closures announced this quarter of approximately $15 million annually, largely comprised of the cessation of depreciation and other holding costs.

Now let’s move to the Flat-Rolled Products segment. Flat-Rolled Products ATOI declined $7 million sequentially, largely driven by lower volumes from our decision to curtail sales to a
North American can sheet customer. In can sheet, we’ve reduced headcount and capacity to bring our cost structure more in line with current volumes. This effort and improved pricing on
new contracts helped to mitigate the impact of reduced volumes. The net impact on our North American can sheet operations was $22 million sequentially. Overall, higher pricing,
improved product mix and cash sustainability initiatives more than offset the higher energy costs and negative currency impact we experienced in the quarter. Next quarter, we expect
continued gains from cash sustainability initiatives. Key end markets will improve, however our can sheet volumes will remain at lower levels.

Now let’s move to the Engineered Products and Solutions. ATOI of $81 million was up 42% sequentially despite lower sales. Strong performance in our cash sustainability initiative
helped generate ATOI percent of 7.5%, equal to the first quarter of 2009, when sales were $200 million higher. These results clearly illustrate how this business has structurally improved
its cost position. Revenue fell 2% sequentially, as continued weakness in the IGT and building and construction markets was partially offset by volume increases in the industrial and
commercial transportation markets. Looking ahead to the second quarter, we expect continued benefits from our cash sustainability initiatives and slight improvements in overall market
conditions.

Let’s now move to the cash flow statement. For the quarter, we produced cash from operations of $199 million. The largest single contributor to the sequential change in CFO was due to
working capital. Working capital increased by $336 million as we are carrying higher inventories to meet rising demand levels. Our typical first quarter inventory build was managed
diligently with the tools and insights gained from last year. In fact on a days basis, the first quarter of 2009, we moved 13 days of working capital. We improved that 13 days of working
capital versus last year and we made improvement in each one of our groups.
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In the GPP group, which is the Primary group, it improved days of working capital 27 days, Flat-Rolled Products was down 27 days and EPS was down 14 days. Capital expenditures
totaled $221 million, including the net investment in Ma’aden which flows through other investing activities, CapEx totaled $281 million. This keeps us on track against our 2010 target
of $1.25 billion. Free cash flow in the first quarter was essentially breakeven.

So let me take a minute and summarize. I’ll remind everybody that we’ve got a target to be free cash flow positive in 2010. All of our cash sustainability initiatives are centered on driving
free cash flow and structurally improving our ability to drive bottom line growth. We’ve made outstanding progress in reducing our cost of purchase goods and lowering our overhead
spend and we’ve been able to sustain the gains that we made in 2009. We are judiciously deploying capital and managing working capital effectively, keeping overall days low on a
relative basis. We’re aggressively pursuing our cash sustainability targets to generate higher levels of free cash flow, and drive near term and long term value to shareholders.

I’d now like to turn it over to Klaus.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Well, thank you very much, Chuck, and welcome and good afternoon to everybody on the call. I guess what you’ve seen already from the press release and Chuck went through it more in
depth is we’ve also used this quarter to continue to improve the bottom line and to drive towards our 2010 goals. I’d like to guide through a couple of things here, it starts in the usual
fashion with an overview on the end market as well as on the aluminum market including the supply and demand side and then I’d like to give you a deeper insight into our main
businesses and look at the drivers that there are to get to a more normalized performance. That’s a question that when we have been on the road talking to investors, it was asked a lot, and
we thought that that’s important for all of you to understand, to better understand what is really the value creation potential that Alcoa has here.

So let’s start with the end markets in the usual fashion. So 2010, we expect the economy to continue to improve slightly. Let’s start with Aerospace, large commercial aircrafts, we are
projecting deliveries, to be essentially flat compared to 2009. We see that most of the airlines stand by their orders, and they continue to stand by it, the main reasons for that being the fuel
efficiency of new planes, some actually receive substantial subsidies from government export credit agencies, and some just want to avoid losing their deposit through the cancellation. If
you look at the airline economics, they actually look improved compared to the fourth quarter of 30% improved, but at the same time, the projection is that all of the airline industry in
total worldwide will continue to lose money, $2.8 billion projected in 2010.

One thing that’s always good to remind ourselves of, particularly here in this segment, is the order backlog of six years that Boeing and Airbus have in their books. If you look at another
segment here in Aerospace, regional and business jets it doesn’t look that good. We continue to see significant reductions of orders as well as deliveries. Lastly, what really counts for us is
the destocking, and we expect this to come to an end in the first half of 2010.

That’s the most important factor, because it immediately is driving Alcoa’s profitability. The segments that are relevant for us in particular are sheet, rolled products, Aerospace foil and
fasteners so we’re profiting on a lot of ends and each one of those segments has its own dynamics, for instance, in Aerospace, aerofoils, we already see a pretty substantial pick up,
whereas in sheet, given the strong inventory levels at many places, we believe that’s probably a laggard.

Automotive, global automotive production expected to rebound in 2010, plus 9% is our expectation, 62.2 million vehicles, that’s pretty much in every region except Europe and Europe is
because, with the strong government incentive last year, demand was just pulled forward. But if you look at the 2010 levels, they [we] are still way below 9% below the 2007 [global]
peak levels of 68 million vehicles. The vehicle inventory situation has fully corrected, and we’re now really witnessing real demand also in the US, if you saw what’s happening here in
the US, pretty much spurred by strong incentive programs this time by the automakers, zero financing is the big thing today and if you look at the March [year over year] sales, you saw
that the March sales for GM have been up 21%, for Ford 40% and for Toyota 40% and obviously from all this the consumer is the beneficiary, he seems to be seeing it or she seems to be
seeing it in the same way and is responding to that offer with real demand.

Heavy truck and trailer, next segment. Expect a slow recovery versus a 2009 low. We see 10% increased production in 2010 to a 1.3 million unit level. If you look at the US, we see
growth on the one hand, the freight miles slowly recovering, and the freight rates are increasing. On a year on year basis, we saw an increase of 18.6%, but let’s make no mistake. We’re
talking about numbers that are well below the historic norms, and particularly given the overhang that exists here on the trucking fleet side. For the US, the projection is 123,000 units
where there’s 225,000 as a historic norm.
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Average can packaging, global market, we believe will continue to be flat versus 2009 levels and we will continue to follow our strategy to partner with those can sheet customers that
understand and value Alcoa’s unmatched quality, as well as the service capability, as well as our unique strength to continue to innovate in that segment, we will continue to particularly
work with those that use packaging and sustainability as their strong profit drivers, because that is the match that makes sense for us, and to generate value on both sides. On the
commercial building on the construction side, North America significant decline, we expect it to be 25%, and most of the American Recovery and Reinvestment funds are going into
highways and not buildings so that is not working very much as a counterbalance here. Europe is expected to decline too. A little less so, 5% is the expectation, in China and India totally
different picture. Substantial growth in both of the markets.

Last but not least industrial gas turbines, heavy duty gas turbine builds are expected to decline. We think 25 to 30% versus 2009 orders are postponed or deferred, mainly driven by slow
economic growth and that then is being reflected in the lower electricity demand on the short-term, and driven also by uncertainty about emissions regulations. For Alcoa, the most
important thing is the destocking of the OEM, and that’s again here the major short-term impact, and mid to long term, our forecast is bullish on the industrial gas turbine, and I would
even say it has become even more bullish if you look at the structural changes that are happening in this market, they are substantial price decline in natural gas given to the innovation
and the signs of shale gas, low capital cost requirements for gas turbine or combined cycle power plants, the flexibility, the short lead times and the environmental advantages, for instance
versus coal.

If you sum up the whole end market situation, the way I would see it is I would say end markets continue to strengthen in the main 2010 will clearly be better than 2009 but it’s going to
be below historic norms in many of the markets. So let’s go to aluminum and have the next chart on here. We expect the consumption to grow by 10% in 2010. This is pretty much the
view that we already had shown you in the fourth quarter announcement, and mainly very strongly driven, not mainly but very strongly driven by China.

If you look at the growth rate in China in the first quarter, 37% growth rate. We expect that to normalize and our projection here is that over the course of the year we will see 18% and
this is probably a conservative assumption given what we’re seeing in China these days. If you look at further up here, North America, look at the current year on year number for the US
has been 3%, we project the 5% over the course of the full year. The strong growth in Japan year on year 23%, our expectation for Asia without China is 6% and in Europe, even in
Europe, I have to say we’ve seen a year on year growth of 20% and our expectation here is 3%, so that’s where the stance of 10%, and if you take China out, it’s 5%.

Let’s go to the inventory conditions. I’ll lead you through the chart. It looks more complicated than it really is. On the left-hand side, we have condensed pretty much the most important
inventory levels and as demand has been growing we also see a modest increase in port inventories in China as well as in Japan, as well as the very modest entries in producer stock. At
the same time, we see a countereffect on the LME stocks, they have declined by roughly 40,000 tons in this quarter, so overall, if you look at the accumulation here, overall, it’s been
pretty flat inventory situation.

When you then go to the right hand side, and look at the regional premiums that we have been tracking for a while here, and you can see the curves there, what happens here is you have
on the one hand an improved real demand, strong interest continues from financial participants, logistic constraints, distributor stocks are low, USA distributor stocks are at an all-time
low. All of that together, really leads to a very tight supply chain situation and continues to drive the regional premiums as you see them here coming up or kind of being stable on a pretty
high level.

So let’s move, the next one let’s move to the demand and supply side situation. This is the chart for aluminum, and we believe we have to really see the China and the western world
separately and the main, we project for the whole world, an overhang of 1.2 million tons in 2010, and I’ll qualify that a little bit later, so for China if you look at the left-hand side, you see
a small surplus, a little bit bigger than what we saw actually the end of last year, but very frankly, I mean I could go through the details if anybody is interested in that later on, but frankly,
I’m not at all, we’re not at all concerned about that. What we’ve seen here with China, in the worst of all downturns, they have been very very good at managing their supply and demand
balance and they’ve been very agile and very very fast in responding here, so I would be very sure that this surplus is really only temporary.

If you go on the right hand side on the Western side, what you see here is pretty much a function of new greenfield smelters starting up, mainly in the Middle East, some in India, an
additional giving us the 745,000 metric tons additional supply, and then the combination of small restarts in Europe mainly offset by the curtailment in Venezuela given the drought
situation given that this is hydro-power. If you look at the total surplus of 1.2 million if you add those 400 and the 830 up, let’s all here remind ourselves we’re talking about a two week
consumption in our markets so this is the amount that we’re talking about so that’s a pretty manageable number, and actually our projections here don’t even include a restocking of the
supply chain and I shared with you just on the slide before that on the US distributor stock, we are at an all-time low.
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Let’s go to the next slide which basically shows the same thing for the supply demand balance for alumina. Alumina is a global market, that’s why we don’t really see that as two separate
markets here, and I don’t even need to go into the details. The numbers show it by themselves, the supply and demand is balanced in 2010 and that’s what we expect, and that’s also what
we’ve been seeing in the market and I’ll come to some of those aspects when we talk about our business a little bit more, so, so much that closes the part on the market so let’s now move
on to talking about Alcoa, and as I said early on, one of the questions that Chuck and I have been asked a lot in many many conversations with you all out there, is saying well, on the one
hand we have this enormous overshadowing here by the downturn and the way that Alcoa got through it most people give us good credit for it, but they say we don’t fully understand how
all of that leads into the normalization of your profit capabilities, and at the same time, I think everybody sees also that we’ve used the downturn to streamline our portfolio to lower our
cost systemically, and obviously, also that goes into the whole equation to drive performance, so the first slide is already up, and I’m going to lead you through it.

So I want to use four slides basically going into the four businesses and show you what we see when we look at it from our internal perspective as the main value drivers in here. So the
chart that’s up here is on the alumina business. Keep in mind we are the clear market leader in the alumina business. Not only are we the market leader volume wise, but our system is one
of the most competitive systems, larger than the most competitive one, because we are positioned in the lowest quartile on average on the cost curve, as you can see here on the left-hand
side, that’s the cost curve. We have two cost curves there, the 2009 one and the 2000 one that I’ll refer to it a little later why we put the 2000 in there.

Our total capacity is 18.1 million tons. We’ve grown in the last year by roughly 2 million tons, basically by taking the partner out, in Suralco, and completing our Sao Luis/Juruti
expansion and we will add more, 450,000 tons when in 2014 Ma’aden comes online, the refinery and the mine come on line, and you can see those little green red dot there on the left-
hand side on the refining curve. That will be the new position that Ma’aden will have on the cost curve, it literally extends the cost curve further down, sets the new low cost point.

Well that’s all good, but we’ve also done other things on the operational side. If you look at the alumina conversion cost, we’ve brought the alumina conversion costs down by 18% since
the fourth quarter in 2008 and if you go over to the right hand — lower right hand side, which says Alcoa third party alumina sales in percent of LME, we index that and you have a 10
year history here of the contract pricing for Alcoa. As you know, it’s done as a percentage of aluminum, and you see the clear trend there and if you look at the most recent contract prices
that we have been able to achieve, they’ve been up for us, the 15% LME.

All of this is a clear reflection we continue to have a tight market or even have a tighter market, we have also on the other hand, rising alumina cost and that’s the reason if you go back to
the left-hand side, to the cost curve, why we put the comparison, the gray curve, the 2000 curve in there because you can see and we put the two 50 percentile points in there so you can
see what happened here over this course of the 10 years, the costs in the alumina sector have increased substantially, about 50%, and the midpoint has moved up by 50%, so on the one
hand, going back to the pricing levels, I think we see here on the one hand, a tight market and on the other hand rising alumina cost putting pressure on the pricing, and also have we
changed over on the frequency of our contract pricing so all of that together has led to good things happening there.

And the good things happening there you see reflected on the upper right hand side where you see the EBITDA per metric ton for alumina or also over a 10 year period and then the first
quarter looking at the first quarter performance you already see that this is trending into the right direction, but you also on the other hand, you see if you look at the whole light blue bars
there, that by no means are we talking about a normalized performance here. The prices are high, yes, but at the same time, costs have also risen and we believe there is upside potential in
here, and we are going to continue to see upside here, and in the end, there’s not that much good bauxite available, particularly when you want it close to refining and you want a refinery
close to port, and when you want this being close to consumers. Add it altogether, that determines where you are on the cost curve. It’s not just about having something there. It’s really on
what you have there, and all of that will continue to lead into pretty substantial tightness in our view, and continue to drive prices. So let’s sum it up. We’re very well positioned here, and
we’ve got substantial upside on the alumina side.

Let’s go to the next one, aluminum. On the aluminum side our system is about 4.5 million tons capacity we have current utilization rate of 80%, versus a pre-crisis level of 2008, 2008, we
produced about 4 million tons, we added roughly 300,000 tons, with Elkem and with Ma’aden, once Ma’aden comes online, we will add another 186,000 tons to our smelting system and
again you see this little green dot here on the left-hand side, where it says load refinery cost curve, that little green dot means the cost position of Ma’aden setting a new low cost point,
which is obviously a very very good thing to happen.

At the same time here, when you want to measure what have we done operationally, conversion cost is a good measure. We’ve brought conversion costs down for aluminum by 21%
compared to the fourth quarter in 2008 and also important here is power. We’ve secured a competitive power for 85% of our smelter system until 2025, and even longer, but minimum
2025 that determines that, so then when you go to the upper right hand side, you see again the EBITDA margin this time for aluminum, and you can clearly see we’ve made solid progress
in the fourth quarter but far from a normalized level, and we believe that prices also here will be rising,
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partially also because of the cost pressure we also have on the left-hand side here put the 2000 cost curve, and you can see almost the same phenomenon that I already described on the
alumina side of 50% increase here off the midpoint.

So, with all of that, we believe that, with all of that plus our improved position, our better costs and the market price is trending up, we believe that on a normalized level, this will go
substantially up, and I want to remind you, just take a little step back and that little chart on the right lower corner is very very powerful and important to understand, and let’s take a little
step back and think about what is really done with aluminum, and I think that when you look at reports, there’s almost a consensus in the world that you will have probably over a long
period of time, 6% annual growth normalized, so to say in this market, right? If you have 6% growth in this market, let’s be realistic and see what that means in terms of additional need
for supply.

This would actually mean that we would have, or somebody else, would have to build 2.3 million tons per year of new capacity. This would mean three new Ma’aden smelters per year.
This would mean four new Sao Luis expansions per year, it would mean 20 new gas turbines per year, or for those of you who love hydropower, two new Hoover Dams built every year,
and it would mean equal $30 billion that would have to be put into the ground as infrastructure investments. By looking at that, I am pretty confident that the supply demand situation is
heavily biased towards the tight situation because it’s not very likely that this will be doable in this world, right? Therefore, I’m pretty convinced that we will continue to see pressure on
the prices here going forward.

So, next one is rolled products. On the rolled products side, let me start on the right upper hand side, where you have again the profitability. If you look at the profitability in the first
years, you see that this is a business that has had profit margins in the around 10%-plus, right? And 2005, we started investing in growth markets, China and Russia, and that has brought
the margins down.

Where we stand today strategically, the Russian can sheet mill is fully operational. China Bohai is ramping up. Full ramp up will be done by 2011 by the way, I forgot to mention on
Russia, it’s the first time this quarter that they have been able to get breakeven right. We also have lowest conversion costs on Ma’aden, once the mill goes online in 2013.

Plus, we’ve used the downturn to reengineer the businesses. We strengthened our position, exited commoditized markets, exited foil, electronic underperformer, headcount reduction of
5,000 people and that’s to just put it in perspective, we’re talking about 25% of the total headcount here that we’ve done, overhead costs are down $140 million and if you look at the left-
hand side, was the third party structure, given that we are going through the downturn that we continue to see some destocking going on, and that we have lost one can sheet customer,
we’re currently at a utilization rate of 75%. That is not a normalized level. We believe a normalized level would rather be around 90%, and Aerospace we’ve seen years like in 2005
where we’ve been at 100%, so all of these parts together, if you put them all together, I believe that all of those actions show that we have set Flat-Rolled Products on a path to become a
strong performance contributor going forward.

Last but not least, Engineered Products and Solutions business, let me start on the left-hand side. Where do we stand currently? We stand at a 70% utilization rate on Aerospace and 65%
utilization on the rest of the group, and if you see that, and now go to the right hand side, the EBIT to EBITDA margin performance, if you look at the first quarter, the one that we
reported, 14% just shy of the 2008 15% with this type of utilization rate, obviously it points to a very strong cost cutting that has happened here, very very good performance. When you
look at on top of the strategic position that we have in Engineered Products and Solutions, we have unequaled technological capabilities that put us in a position to create value for the
customers of our customers. We have focused the portfolio today, 85% of the sales are number one or number two market leader position, $440 million productivity improvement in 2009,
Aerospace destocking as I said early on is improving and we believe it’s going to come to an end in first half of 2010.

We also see significant short-term profit accelerators, just to give you a few, 787 and A380 to mention some, we are in that with special alloys, unique fasteners, as well as aerofoils, Joint
Strike Fighter, we’re in it with alloy structures and fasteners, heavy truck market is recovering. We have Dura Brite capabilities on coating Level One outstanding wheels, and on top of it
we’ve shown that we also are very capable of doing inorganic growth with the integration of the two fastener acquisitions from Petty and Republic, which has really been done almost
flawlessly, and we will continue in this group, to look for additional growth and build on our strength that we have there whether it be organic or inorganic.

Let’s sum this all up. I hope that all of this information is valuable for you to understand, where is the performance as you have always asked on a normalized level. As the economy
comes back, utilization will go up, and we’ve used the downturn to improve our position with a better portfolio, with better costs, and with future growth like Ma’aden which is
substantially going to increase our competitiveness. All of that together will drive the value of our business and of our performance.
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Let’s look at this year real quickly, where do we stand in regards to the targets that we’ve set ourselves to increase our operations in 2010. On the procurement side, $505 million target is
$2.5 billion. $5.5 million year-to-date in the first quarter looks good, well on track, overhead we are going to bring it down by $500 million, this year we’ve achieved $127 in the first
quarter and it looks good. Total CapEx, the targets, this target includes about $250 million from Ma’aden, trending in the right direction in line with expectations and last but not least, on
the working capital side, Chuck noted that there’s an increase in days compared to the fourth quarter which is typical for the first quarter, but if you’d look at a year on year basis, you
actually see that we have taken out 13 days in the working capital turns, that’s a big success of the cash sustainability initiative. We’re on target to continue to reduce this and to get the
two days out of the working capital turns that we have been shooting for and aiming for this year.

Let’s get to an end and summarize that. The environment is stabilizing. We will be capitalizing on this while we are managing headwinds like currency and energy. We’re exceeding our
goals, talking to Alcoans all around the world. They know that we have the future in our hands. They are very proud of the almost flawless execution that we’ve shown in 2009, and they
want to repeat it in 2010. 2010 is a year we have a great team, we have an outstanding portfolio, we have an unwavering commitment to make this happen again to improve costs and to
profitably grow.

All of that growth, we can be very happy about our portfolio there, global Alumina leader, we can leverage our base, continue to improve our situation in aluminum, rolled products, led
you through that, profitability can be revitalized and EPS, we can use the leadership position that we have to continue to grow. With all that said, we are committed to create value for
2010 and forward and even more strongly.

So, let me close with that. And open up the lines for questions and answers.

Q U E S T I O N    A N D    A N S W E R
 
 
Operator

(Operator Instructions). Your first question comes from the line of Mark Liinamaa of Morgan Stanley. Please proceed.
 
 
Mark Liinamaa - Morgan Stanley - Analyst

Hello, all. In the alumina business, there’s been a fair amount of press regarding pricing changes in the iron ore and coke and coal. Can you comment on whether you see any likelihood
there? And also, just quickly, could you, on the $10 million and the $20 million charges in Brazil, which of those two are included in your non-recurring charge estimate for the quarter?
Thanks.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Mark, good question, on the alumina pricing side, the thing that I can say already today and you saw that in my alumina chart, that’s why we put that in there, you can clearly see that the
pricing is trending upwards, so obviously the tightening that exists in the alumina market is reflected in a stronger percentage to the LME, and as I said, the recent contracts that we signed
up have been upwards 15%, which is historically a pretty good number. We also have gone away from longer term contracts to more of a shorter term contractual obligations to profit
from the different pricing situation and on top of that, I believe that we’re going to see much more upside trend as I said early on, there isn’t that many bauxite, good bauxite reserves that
are close enough to a refinery, so the transportation costs are not shooting through the roof and close enough to a port and then the port close enough to end customers. When you put
those equations all together, this is not that easy to do right, so we believe it’s going to be trending up. On the iron ore situation, first of all, I don’t know the market well enough so I
wouldn’t be the best one to talk about it, but I would say what I just said is the fair description of what we see in the Alumina side. Chuck do you want to take the other one?
 
 
Charles McLane - ALCOA Inc - EVP, CFO

Sure, hi Mark. If you looked at the Alumina reconciliation there, you see the Sao Luis power outage that happened to us in February and impacted operations and that’s the $10 million
and that is pulled out as a special item. The $20 million for Juruti is not pulled out. It’s looked at as just normal ongoing sequential changes that we have as a result to the start up costs of
Juruti.
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Operator

Your next question comes from the line of Michael Gambardella of JPMorgan. Please proceed.
 
 
Michael Gambardella - JPMorgan - Analyst

Yes, first thanks for putting more information in on the segments. It’s very helpful in the presentation. Chuck, on the reconciliation page, what is that last other item that’s a loss of $201
million? Can you break that down?
 
 
Charles McLane - ALCOA Inc - EVP, CFO

The reconciliation page of the — ?
 
 
Michael Gambardella - JPMorgan - Analyst

ATOI. The last item is a loss, it says other and it’s a loss of $201 million.
 
 
Charles McLane - ALCOA Inc - EVP, CFO

Oh, that’s the taxes. That’s the discrete tax items, Mike.
 
 
Michael Gambardella - JPMorgan - Analyst

That’s all taxes?
 
 
Charles McLane - ALCOA Inc - EVP, CFO

Yes.
 
 
Michael Gambardella - JPMorgan - Analyst

And what is that exactly?
 
 
Charles McLane - ALCOA Inc - EVP, CFO

Well, you know, when you referred to the reconciliation sheet, I thought you were talking about the first quarter restructuring and special items to tell you the truth. We’ve got $112
million of these discrete tax items that are listed of Medicare subsidy that was eliminated as a result of the healthcare, as well as several other tax items in there, so that would be the
biggest piece of it, and of the change between the two. We’ve got discrete tax items, and also what’s under corporate every time is on taxes, it’s whatever is needed to get the Company
back to the overall operational rate. That was a positive in the fourth quarter and it’s a negative in the first quarter but it all zeros out in the Company to get to the rate of 32%
operationally. But the biggest piece is the discrete tax items of $112 million.
 
 
Operator

Your next question comes from the line of Sal Tharani of Goldman Sachs. Please proceed.
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Sal Tharani - Goldman Sachs - Analyst

Good afternoon. Klaus, you mentioned that there could be some disruption from the labor side and you have taken some actions. Can you give us some color on what actions have you
taken to offset if there is a disruption?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

I don’t think I mentioned that.
 
 
Sal Tharani - Goldman Sachs - Analyst

I think Chuck mentioned it I’m sorry.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Okay, well maybe Chuck mentioned it, but what we have there is we have, I’m assuming now that we’re talking about the master agreement here, the US situation. We have in the US, we
have about 5350 employees that are covered under the USW master agreement. The master agreement expires on May 31 and we are currently in early negotiations, I would call it.
Obviously we have a strong desire to reach a fair as well as competitive labor agreement, and to avoid any type of work stoppage, we’ve taken some steps to prepare in case the work
stoppage would happen and as I said early on and I really want to emphasize that again, we hope there will be no work stoppage but we obviously have to protect our assets and also our
workforce, our communities and we have commitments to our customers that we don’t want to compromise here, so that’s what has been referred to.
 
 
Operator

You have a question from the line of Curt Woodworth of Macquarie. Please proceed.
 
 
Curt Woodworth - Macquarie - Analyst

Hi, good afternoon.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Hello, Curt.
 
 
Curt Woodworth - Macquarie - Analyst

I was wondering if you guys could give me your view on what percent of LME inventory you think is tied up in these warehouse refinancing arrangements, and do you think much of that
material will come back to market towards the end of this year, and do you think that could have an impact on regional premiums? Thank you.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Curt, that’s a good question, and the transparency is obviously not that great in there, but given that, this was a question that I think we’ve all been much more nervous about when we
went into the downturn and given that when we went into the downturn, everybody was afraid that this overhang would depress the market and prices would not come back at all. I think
what we’re seeing now is that our estimate that quite a majority of the LME is either through financial transactions or through logistics constraints bound for at least a while in the
warehouse and while in my view, I would put a frame around it between three to six months as a start to probably 18 months, and I would say the majority of what we see there probably
has those. We know of some transactions that even have a longer time frame behind them.

But I don’t believe, Curt, that not only do I not believe, I know by some of having looked into this, that it is virtually impossible for this to all come out at the same time, and that’s exactly
why you’re continuing to see these regional price premiums continuing to go up pretty much, right?
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The tightness is there and also keep in mind, we’ve also seen not only real demand coming back pretty substantially and I think that’s going to get stronger going forward, but at the same
time, financial investors have also strengthened their positions here and very often driven by a view on where else would you get value if you want to hold on to something other than a
currency denomination, right?
 
 
Operator

Your next question comes from the line of John Redstone of Desjardins. Please proceed.
 
 
John Redstone - Desjardins - Analyst

Yes, good afternoon, gentlemen. I want to come back to a comment you made about the rolled products division.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

John, you have to speak up a little bit.
 
 
John Redstone - Desjardins - Analyst

Sorry, can you hear me now?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Yes that’s better. Much better.
 
 
John Redstone - Desjardins - Analyst

Okay, look, the rolled products division. You mentioned that your utilization rate is 75% and you want to get that to 90%.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Yes.
 
 
John Redstone - Desjardins - Analyst

The point I wanted to make was at the moment the sheet market, the flat-rolled products markets in certain areas seemed very strong, lead times we’re hearing moving out to July, you’ve
got the 3003 prices moving up roughly $0.20 quarter-over-quarter, orders up through February about 20%, so a very strong market and yet if we are to judge by your shipments of flat-
rolled products in the first quarter your utilization rate is actually going down, so what I would like to know is which areas do you expect to improve be it packaging, be it Aerospace or
whatever, to get you back to that 90% level and over what time frame?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Well that’s very good. I think the first thing that I would want to give you as an explanation is this aspect of the packaging side, that we made the purposeful decision to discontinue once
we had the chance to discontinue the large contract with one of our customers on the canned sheet side, was a 10 [5] year contract, had a lot of aspects in there that in total lost us quite a
bit of money over that 10 [5]year time frame, and as painful as it is to make a decision like that, and then having to curtail some capacity as appropriate, and right I believe it is, if you
want to substantially make sure that you have a profitability structure of your business, that that is a solid foundation for investments, and being in that business, right? So that’s the first
thing. So the 75% utilization is obviously overshadowed by that part.
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The second part I think I talked about Aerospace already, Aerospace is coming back, I said it’s probably a laggard on the sheet and rolled side given that there are pretty heavy inventory
levels that we’ve seen in Aerospace and the third point I would add here is the reason why the profitability has come down from this 10 to 11% rate at that time, when we had a higher
cost structure even was the investment in China and Russia, right? And that is now coming online and so as I have said, we’ve seen Russia in this quarter be breaking even, Kunshan is
operating into the automotive market in China, and is operating nicely. It’s a hot market obviously in China. Bohai is coming up and as I said before we believe the full ramp up we will
be seeing in 2011 and obviously that would then give us also the fruits there and the fruits would be nicer than what we’ve seen before because we’ve reached a lower cost level. That’s
the way I would portray it, John.
 
 
Operator

You have a follow-up question from the line of Mark Liinamaa of Morgan Stanley. Please proceed.
 
 
Mark Liinamaa - Morgan Stanley - Analyst

Hi again. I just want a little more information on the rolled products and engineered products divisions, slides 24 and 25, very interesting. If you were running at normal utilization rates
would you be able to comment on what EBITDA margins might look like?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Mark, come on.
 
 
Charles McLane - ALCOA Inc - EVP, CFO

Exactly.
 
 
Mark Liinamaa - Morgan Stanley - Analyst

Well I think that’s a fair question.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

How many more data do we need to provide for the model?
 
 
Mark Liinamaa - Morgan Stanley - Analyst

But it’s the fixed cost absorption. I think that’s a fair question and really important.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Yes, it is a good one. I like that one. That’s fair. We have about one-third fixed, two-thirds variable cost here.
 
 
Mark Liinamaa - Morgan Stanley - Analyst

In both divisions?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Yes, roughly. One-third fixed, two-thirds variable.
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Operator

Your next question comes from the line of Kuni Chen of Merrill Lynch. Please proceed.
 
 
Kuni Chen - Merrill Lynch - Analyst

Hi, good afternoon, everybody. I guess just going back to the can sheet for a minute, can you I guess can you talk about whether or not there are discussions under way with what the
customer that is with the contract that’s been in dispute, and I guess what’s your overall view on the North American market? Is there do you think is there enough excess capacity out
there to serve that volume needs of that customer and potentially could you recapture some volume later in the year?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Kuni, that’s a complicated question. I will try to answer it in two chunks.

One, as I said early on, and also in conversations with you earlier, sometimes you have to make tough decision to change a pretty nasty situation that we had there, and we’re not an
employment Company. We’re not in a business to just produce something and lose money with it, and that’s been the situation that we had with this contract, so I think we’ve got to be
reasonable on top of it. If you look at the performance of Alcoa, I think you can ask pretty much everybody who’s out there and understands the can sheet business, we are clearly the
quality leader. On top of it, we provide service and we have a huge innovation potential which I don’t think anybody else has, some have seen some other packaging from other aluminum
packaging that are pretty innovative and drive really market share for companies, so that’s a discussion that we continue to have, and I have a hard time to project where this is going. I
still hope that we will be able to reestablish the relationship there and help both ends, because I believe this can easily be turned into a win-win situation.

On your second part of the question, is there enough capacity out there, well, I mean, some people have taken in large contracts and have highly publicized that and are now in a situation
that they have to deliver and they have to deliver as you know flawless quality, we’ll see. We’ll see and once the temperature goes up which they’ve done this year a little earlier than
everybody expected, then I think also beverage sales will go up, and the need for aluminum cans will go up and that’s the situation there, and we will obviously monitor that, and people
know what our telephone number is. Thank you.
 
 
Operator

Your next question comes from the line of Charles Bradford of Affiliated Research Group. Please proceed.
 
 
Charles Bradford - Affiliated Research Group - Analyst

Hi, good afternoon. What’s the possibility of getting an ATOI figure broken out? These percentages, US versus foreign?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

US versus foreign?
 
 
Charles Bradford - Affiliated Research Group - Analyst

The sales broken out by country.
 
 
Charles McLane - ALCOA Inc - EVP, CFO

You know, I don’t have it handy. You mean for the whole Company, Chuck?
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Charles Bradford - Affiliated Research Group - Analyst

Yes.
 
 
Charles McLane - ALCOA Inc - EVP, CFO

I don’t have it at my finger tips right now but we think about putting that in maybe some future —
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

We can put that in and we can give you that, off the top of my head, no.
 
 
Charles McLane - ALCOA Inc - EVP, CFO

Because many of our businesses we look at regionally but many we look at globally.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Yes. We can get you that. We just don’t have it here and we don’t want to give you a wrong number.
 
 
Operator

Your next question comes from the line of Tony Rizzuto of Dahlman Rose. Please proceed.
 
 
Tony Rizzuto - Dahlman Rose - Analyst

Thank you very much. Good afternoon, gentlemen. I just have a follow-up on the alumina business and with your low cost position and the current contracts that are structured LME
index, it seems like you’re leaving a lot on the table. Even if I think about the 15%, which historically is a high level for percentage linkage, that would bring you in a range of 350 to
375 per ton, and I think about the cost to build capacity, please refresh my memory but I’ve always thought of brownfield for you guys, maybe 300 to 400 and greenfield maybe 800 to
1000, so can you help me understand why you don’t think that maybe there should be a change in the structure on alumina pricing?
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Well, Tony, you know the industry for a long time and frankly it’s not because people haven’t tried to decouple it. There’s a lot of reasons in my view. I mean, having seen other industries
and making comparison why that has not happened and I share the optimism with you on this industry, on alumina. Not only because of our really unmatched position that we have in
there, but also when you realistically look at all of the other drivers, I think that there is value and it’s not that our team hasn’t negotiated hard. I really think they have, and have been
pretty successful, but I think going forward, I would not be surprised for many reasons, and one is the one that you just added, is what are we seeing today, and how expensive it is to do a
brownfield or even greenfield expansion, right? That’s an additional point. That’s a very very good point, so I think you’re right in this regard.
 
 
Operator

You have a follow-up question from the line of Michael Gambardella of JPMorgan. Please proceed.
 
 
Michael Gambardella - JPMorgan - Analyst

Yes, in your primary segment results, did you build a lot of inventory in primary during the quarter?
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Charles McLane - ALCOA Inc - EVP, CFO

Mike, we built some inventory. You could see from the third party shipments were down considerably, but about 160 of that decline in third party shipments was a decline that we had in
the buy resale activity, okay? So you take that away from it, and you see a little bit of build that you could back into from that would be in the primary group, and as a follow-up to your
first question, Mike, if you would look at the slide that we had for the restructuring and special items, three of those items on that slide point out that in the corporate segment, there was
some costs and it’s not only the discrete tax items. It’s also the mark-to-market power contracts, and the environmental accruals, so that should hopefully help you get back to a number
that’s much closer to what you were looking for.
 
 
Operator

This concludes the Q & A portion of today’s conference. I would now like to turn the call back over to Mr. Klaus Kleinfeld. Please proceed.
 
 
Klaus Kleinfeld - ALCOA Inc - President, CEO

Well thank you very much for you all calling in and listening and for a good dialogue. I hope you appreciate the additional information that we put in here and also, some stuff that Chuck
put in his presentation, some that has been in my presentation should allow you to probably have a little bit of an easier time to understand where are we going, not only on the short-term
but also in the mid to long term and also probably be a little closer in the range of your projections. Again, please as you all know, we really all gain good knowledge from having
constant conversations with you, we continue to do so, I mean not only with Chuck, myself, but the rest of the team and the IR group stands ready to answer questions and to be in a good
dialogue.

Thank you very much for covering us and I sure hope that we will continue to have positive excitement here going on once we see the economy continue to get better. Thank you very
much. Have a good one, see you, bye.
 
 
Operator

Thank you for your participation in today’s conference. This concludes the presentation. You may now disconnect. Good day.
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THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE COMPANY’S CONFERENCE CALL AND
WHILE EFFORTS ARE MADE TO PROVIDE AN ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALLS. IN NO WAY DOES THOMSON REUTERS OR THE APPLICABLE COMPANY OR THE APPLICABLE
COMPANY ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE INFORMATION PROVIDED ON THIS WEB
SITE OR IN ANY EVENT TRANSCRIPT. USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY’S CONFERENCE CALL ITSELF AND THE APPLICABLE
COMPANY’S SEC FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS.
 
© 2010 Thomson Reuters. All Rights Reserved.
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Alcoa Logo 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, 2009, and other reports filed with the Securities and
Exchange Commission.

2
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Alcoa Logo

Chuck McLane
Executive Vice President and Chief Financial Officer
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Alcoa Logo 1st Quarter 2010 Financial Overview

Continued benefits from Cash Sustainability Initiatives

COGS % Sales of 82.1%, SGA % Sales of 4.9%

EBITDA of $596 million – highest since Q3’08

Loss from continuing operations of $194 million, or $0.19 per share
– Restructuring and special items total $295 million, or $0.29 per share
– Net loss of $201 million, or $0.20 per share

Realized aluminum price up 8%; realized alumina price up 13%

Debt to Capital of 38.1%, down 60 basis points
– Total debt reduced to $9.75 billion; Cash on hand of $1.3 billion

4



Alcoa Logo
Revenue Change by Market
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Alcoa Logo Sequential Income Statement Summary
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$ Millions 4Q’09 1Q’10 Change

Sales $5,433 $4,887 ($546)

Cost of Goods Sold $4,905 $4,013 ($892)

COGS % Sales 90.3% 82.1% (8.2 % pts.)

Selling, General Administrative, Other $291 $239 ($52)

SGA % Sales 5.4% 4.9% (0.5 % pts.)

Restructuring and Other Charges $69 $187 $118

Effective Tax Rate 34.8% (95.5%) N/A

Income (Loss) from Continuing Operations ($266) ($194) $72

Income (Loss) from Discontinued Operations ($11) ($7) $4



Alcoa Logo

7

1st Quarter Restructuring and Special Items

*Restructuring Related includes ($119) million of restructuring in the corporate segment and ($5) million of closure related inventory in COGS in the Alumina
and Primary metal segments

$ Millions
After-Tax & Non-

Controlling Interests
Earnings
Per Share

Income Statement
Classification Segment

Restructuring Related* ($124) ($0.12) -- --

Discrete Tax Items ($112) ($0.11) Taxes Corporate

Special Items: ($59) ($0.06) -- --

Mark-to-Market Power Contracts ($31) ($0.03) Other Income/Expense Corporate

Power Outages ($17) ($0.02)
Revenue &

Cost of Goods Sold Alumina/Primary

Environmental Accrual ($11) ($0.01) Cost of Goods Sold Corporate

Total ($295) ($0.29)



Alcoa Logo
1st Quarter 2010 vs. 4th Quarter 2009 Earnings Bridge

8See appendix for reconciliation

$9

$121 ($30)
$41 ($33)

$0

$86 ($101)

$8 $101

Income (Loss) from Continuing Operations excluding Restructuring & Other Special Items ($ millions)



Alcoa Logo Sensitivity Summary
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+/- $100/MT = +/- $200 million

LME Aluminum Annual Net Income Sensitivity

Currency Annual Net Income Sensitivity

+/- 10% versus USD

Australian $ +/- $75 million

Brazilian $ +/- $50 million

Euro € +/- $40 million

Canadian $ +/- $35 million



Alcoa Logo Alumina

1st Quarter Highlights

2nd Quarter Outlook

1st Quarter Business Conditions

10

1Q 09 4Q 09 1Q 10

Production (kmt) 3,445 3,897 3,866

3rd Party Shipments (kmt) 1,737 2,716 2,126

3rd Party Revenue ($MM) 430 760 638

ATOI ($MM) 35 19 72

Realized 3rd party Alumina price up 13%

Cash sustainability initiative benefits

Sao Luis power outage negatively impacted cost by
$10 million

Higher Juruti costs of $20 million

Pricing to follow two month lag on LME

Continued benefits from cash sustainability
initiatives

Potential labor disruptions in Australia

Production projected to increase by 100 KMT

1st Quarter Performance Bridge
$ Millions



Alcoa Logo Primary Metals

1st Quarter Highlights 1st Quarter Business Conditions

2nd Quarter Outlook

11

1Q 09 4Q 09 1Q 10

Production (kmt) 880 897 889

3rd Party Shipments (kmt) 683 878 695

3rd Party Revenue ($MM) 844 1,900 1,702

3rd Party Price ($/MT) 1,567 2,155 2,331

ATOI ($MM) (212) (214) 123

Realized pricing up 8%

Positive currency impact of $14 million

Non-recurrence of Q4 ‘09 non-cash charge
related to Italy power decision

Productivity improvement of $15 million

Higher power costs, particularly in Italy

Rockdale outage negatively affected quarter by
$ 11 million

Pricing to follow 15-day lag

Continued benefits from cash sustainability
initiatives

Rockdale power station running below capacity

US labor negotiations

Production equal to first quarter

1st Quarter Performance Bridge
$ Millions



Alcoa Logo Flat Rolled Products
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2 Quarter Outlook

1 Quarter Business Conditions1 Quarter Highlights
ATOI  $ Millions 1Q 09 4Q 09 1Q 10

Global Rolled Products,
excl Russia, China & Other

3 63 47

Russia, China & Other (64) (26) (17)

Total ATOI (61) 37 30

Improved mix and pricing across every region

Decision to curtail sales in RPD drove lower
volumes

Gains from cash sustainability initiatives –
overhead reduction of 8% sequentially

Higher energy costs in North America and Russia

Continued benefits from cash sustainability
initiatives

Modest improvement in aerospace and industrial
markets

North American RPD volumes remain at low
levels

1 Quarter Performance Bridge
$ Millions

st st

st

nd

$37

$50 ( $41)

($2) ( $6) $3 ($11)
$30



Alcoa Logo
Engineered Products and Solutions

1st Quarter Business Conditions

2nd Quarter Outlook

1st Quarter Highlights

13

ATOI % Sales equal to year ago quarter despite
$200M decline in sales driven by strong
performance in cash sustainability initiatives

Volume improvements in Commercial Transport
and Industrial Products markets

Continued downward pressure in IGT and
Building and Construction markets

Continued benefits from cash sustainability
initiatives

Market conditions show slight improvement

Aerospace destocking slowly coming to an end

$ Millions 1Q 09 4Q 09 1Q 10

3rd Party Revenue 1,270 1,097 1,074

ATOI 95 57 81

ATOI % of Revenue 7.5% 5.2% 7.5%

1st Quarter Performance Bridge
$ Millions

$57 ($26)

$12

$34 $6 $81



Alcoa Logo 1st Quarter 2010 Cash Flow Overview

14See appendix for free cash flow reconciliation

($ Millions) 1Q'09 4Q'09 1Q'10

Net Loss (487) ($268) ($179)

DD&A 283 369 358

Change in Working Capital 351 522 (336)

Pension Contributions (34) (26) (22)

Taxes / Other Adjustments (384) 527 378

Cash From Operations (271) $1,124 $199

Dividends to Shareholders (137) (30) (32)

Change in Debt (305) (286) (42)

Dividends to  Noncontrolling Interest (77) (47) (72)

Contributions from Noncontrolling Interest 159 153 27

Other Financing Activities 863 0 (61)

Cash From Financing Activities 503 ($210) ($180)

Capital Expenditures (471) (363) (221)

Other Investing Activities 607 (137) 13

Cash From Investing Activities 136 (500) (208)



We Are Focused on Achieving Our 2010 Goals

15

Procurement reduction of $2.5 billion

Overhead reduction of $500 million

Capital expenditures of $1.25 billion

Days Working Capital reduction of 2 days

Driving Positive Free Cash Flow



Alcoa Logo
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Klaus Kleinfeld
President and Chief Executive Officer
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Alcoa Logo Market Conditions in 2010

Alcoa End Markets: Current Assessment of 2010 vs. 2009 Conditions

Source: Alcoa analysis 17



Alcoa Logo Global Physical Demand to Rise 10% in 2010

18



Alcoa Logo Inventories Flat As Stable Demand Drives Premiums Higher

Source: Bloomberg, IAI

Global inventory days of consumption and regional premiums
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118%

266%

66 days of
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19 days
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$124 / MT
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Alcoa Logo

2010 Annualized Run Rate 23,150

2010  Restarts or Curtailments (365)

2010 Brown/Greenfield Expansion 745

Total Supply 23,530

Demand (22,500)

Exports to China, Net (200)

Net Surplus 830

China Western World

2010 Primary Aluminum Surplus Is Manageable

(in kmt)

2010 Annualized Run Rate 16,100

2010 Restarts or Curtailments 0

2010 Brown//Greenfield Expansion 200

Total Supply 16,300

Demand (16,100)

Imports from West, Net 200

Net Surplus 400

Source: Alcoa estimates, Brook Hunt, CRU, CNIA, IAI 20

Surplus Surplus



Alcoa Logo

2010E Alumina Supply / Demand Balance (in kmt)

Source: Alcoa estimates, CRU, CNIA, IAI

2010 Global Alumina in Balance

China Western World

21

2010 Annualized Run Rate 27,000

Imports from Western World 5,400

Supply 32,400

Demand (32,400)

(Deficit) / Surplus 0

2010 Annualized Run Rate 51,000

Exports to China (5,400)

Supply 45,600

Demand (45,400)

(Deficit) / Surplus 200

Balanced



Alcoa Logo

72
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44 48
68 75

110 104
81

20

49

1,549
1,447 1,350 1,433

1,719

1,900

2,570 2,641 2,572

1,664

2,136

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Q1'10

0 20,000 40,000 60,000 80,000 100,000

Cumulative Production KMT

Significant Value Creation From The Alumina Leader

Alumina financial and strategic overview

Global Refining Cost Curve
LMEEBITDA/MT

Ma’aden
1st Percentile
Online 2014

EBITDA  per Metric Ton

22Source : CRU; Alcoa Analysis

50
th

Percentile = $232/MT

~50% increase
in midpoint
since 2000

Average =
~$70/MT

50
th

Percentile = $140MT

[Alcoa Logo]

Alcoa
25

th
Percentile

2000 2009

Tight Market, Rising Cost = Higher Alumina % LME

Alcoa 3rd Party Alumina Sales % LME

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010



Streamlined Primary Metals Poised to Drive EBITDA

Primary Metals financial and strategic overview

Global Primary Cost Curve EBITDA  per Metric Ton
LMEEBITDA/MT

23

Future Capacity Growth Challenged

Aluminum Demand (MMT) Requires  2.3 MMT per Year

3x Ma’aden Smelters per Year

4x Sao Luis Expansions per Year

20 New Gas Turbines per Year

50     Percentile = $1,755/MT

50     Percentile = $1,183/MT

2009

Ma’aden
1st Percentile
Online 2013

45     Percentile

Source : CRU; Alcoa Analysis

0 10,000 20,000 30,000 40,000 50,000

Cumulative Production KMT

38.5

68.0

2010 2018

~50% increase
in midpoint
since 2000

6%
CAGR

~$30 Billion per Year

2000

Alcoa Logo
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Alcoa Logo Rolled Products Positioned to Substantially Improve Returns

– Russian can sheet mill fully operational in 2010

– China  Bohaimill on schedule for full ramp-up by 2011

– Lowest conversion cost Ma’aden mill on-line in 2013

– Strengthened positions in aerospace, can sheet,
lithographic sheet

– Exited global foil business

– Headcount reduced by 5,000 FTEs since 2008

– Overhead $140 million lower than 2008

Global Flat Rolled Products financial and strategic overview

2009 3 rd Party Sales by Market Segment EBITDA & EBITDA % Sales

Strategic Position

24

573 541 495 479 531 620 536 498 254 224 107

EBITDA $Millions

EBITDA % Sales

11% 11% 11% 10% 9% 9%
6% 5%

3% 4%
7%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Q1'10

Distribution
10%Automotive

4%

B&C
5%

Commercial
Transport

3%

Industrial       
/Other
13%

Aerospace
12%

Packaging
53%

75%
Utilization



Alcoa Logo EPS Strong Platform for Profitable Growth

– Focused the portfolio on strategic segments
– 85% of sales are from #1 or #2 market leaders
– $440 million of productivity improvement in 2009
– Aerospace destocking is improving
– Significant profit accelerators for the future

– 787/A380
– Joint Strike Fighter
– Heavy Truck market recovery

– Rapidly integrated 2 fastener acquisitions

Engineered Products & Solutions financial and strategic overview

2009 3 rd Party Sales by Market Segment EBITDA & EBITDA % Sales

Strategic Position

25

368 436 287 356 495 536 676 783 922 630 152
EBITDA $Millions

EBITDA % Sales

11% 11%
8% 9%

12% 11% 12% 13%
15%

13% 14%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Q1'10

Aerospace
47% IGT

14%

B&C
20%

Commercial
Transport

4%
Automotive

10%

Other
5%

70%
Utilization

65%
Utilization



Alcoa Logo Aggressively Pursuing 2010 Operational Targets

26

Procurement Overhead

$500

Total Capex*

$1,250

Working Capital

35

2010 Cash Sustainability Operational Targets and Actual Performance

$ Millions

$127
$281

42

$ Millions $ Millions Days Working Capital

$2,500

$505

2010
YTD

2010
Target

2010
YTD

2010
Target

2010
YTD

2010
Target

2010
YTD

2010
Target

*Total Capex includes investments in Ma’aden project



Alcoa Logo Alcoa Driving Near-term and Long-term Shareholder Value

27

– End-markets improving

– Aluminum demand to rise 10%
in 2010

– Global alumina
supply/demand in balance

– Global primary metal surplus
of 12 days

– Overhead cost reduction
target of $500 million

– Procurement cost reduction
target of $2.5 billion

– Divested underperforming
businesses

– Strengthened balance sheet

Environment Stabilized Exceeding Goals Growing Profitably

– Global alumina leader
leveraging lowest cost
production base

– Global aluminum leader
reducing cost position

– Alcoa Rolled Products leading
profitability revitalization

– EPS expanding market
leadership and competitive
distance

Momentum Execution Growth



Alcoa Logo

Matthew E. Garth
Director, Investor Relations

A
390 Park Avenue
New York, NY 10022-4608
Telephone:  (212) 836-2674
www.alcoa.com

Additional Information

28



Alcoa Logo

AAlcoa Logo



Alcoa Logo
Effective Tax Rate

Effective tax rate, excluding discrete tax items is a non-GAAP financial measure.  Management believes that the Effective tax rate, excluding
discrete tax items is meaningful to investors because it provides a view of Alcoa’s operational tax rate.

30

$ Millions 1Q’09

(Loss) income from continuing operations before income taxes ($88)

Provision for income taxes $84

Effective tax rate as reported (95.5%)

Discrete tax provisions:

Medicare Part D- $79

Transaction-related and other items- $33

Subtotal - Discrete tax (benefits) provisions $112

(Benefit) Provision for income taxes excluding discrete tax (benefits) provisions ($28)

Effective tax rate excluding discrete tax (benefits) provisions 31.8%



Alcoa Logo Reconciliation of ATOI to Consolidated Net (Loss) Income
Attributable to Alcoa

31

(in millions)

1Q09 2Q09 3Q09 4Q09 2009 1Q10
   Total segment ATOI $   (143) $   (132) $    142 $    (101) $   (234) $     306 
   Unallocated amounts (net of tax):
      Impact of LIFO 29 39 80 87 235 (14)
      Interest income 1 8 (1) 4 12 3
      Interest expense (74) (75) (78) (79) (306) (77)
      Noncontrolling interests (10) 5 (47) (9) (61) (22)
      Corporate expense (71) (70) (71) (92) (304) (67)
      Restructuring and other charges (46) (56) (3) (50) (155) (122)
      Discontinued operations (17) (142) 4 (11) (166) (7)
      Other (166) (31) 51 (26) (172) (201)
   Consolidated net (loss) income attributable to

Alcoa $    (497) $    (454) $       77 $    (277) $ (1,151) $    (201)



Alcoa Logo Reconciliation of Alcoa EBITDA
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(in millions)

Quarter ended
March 31, 

2010

Net loss attributable to Alcoa $   (201)    

Add:
Net income attributable to noncontrolling interests 22
Loss from discontinued operations 7
Provision for income taxes 84
Other expenses, net 21
Interest expense 118
Restructuring and other charges        187
Provision for depreciation, depletion, and

amortization      358

Earnings before interest, taxes, and depreciation
and amortization (EBITDA) $    596

Alcoa’s definition of EBITDA is net margin plus an add-back for depreciation, depletion, and amortization.  Net margin is
equivalent to Sales minus the following items: Cost of goods sold; Selling, general administrative, and other expenses;
Research and development expenses; and Provision for depreciation, depletion, and amortization.  EBITDA is a non-
GAAP financial measure.  Management believes that this measure is meaningful to investors because EBITDA provides
additional information with respect to Alcoa’s operating performance and the Company’s ability to meet its financial
obligations.  The EBITDA presented may not be comparable to similarly titled measures of other companies.



Alcoa Logo Reconciliation of Adjusted Income
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(in millions) Quarter ended
December 31,

2009
March 31,

2010
Net loss attributable

to Alcoa $    (277)     $    (201)     

Loss from
discontinued
operations (11) (7)

Loss from continuing
operations
attributable to Alcoa (266) (194)

Restructuring and
other charges 49 119

Discrete tax items* (82) 112

Special items** 308 64

Income from
continuing
operations
attributable to Alcoa
– as adjusted $   9 $     101

Income from continuing operations attributable to Alcoa – as adjusted is a non-GAAP financial measure.  Management believes that this measure is meaningful to investors because
management reviews the operating results of Alcoa excluding the impacts of restructuring and other charges, discrete tax items, and special items.  There can be no assurances that
additional restructuring and other charges, discrete tax items, and special items will not occur in future periods.  To compensate for this limitation, management believes that it is
appropriate to consider both Loss from continuing operations attributable to Alcoa determined under GAAP as well as Income from continuing operations attributable to Alcoa – as
adjusted. 

* Discrete tax items include the following: charges for a change in the tax treatment of federal subsidies received related to prescription drug benefits provided under certain retiree health benefit plans ($79),
unbenefitted losses in Russia, China, and Italy ($22) (will be offset in future 2010 quarters), interest due to the IRS related to a previously deferred gain associated with the 2007 formation of the former soft
alloy extrusions joint venture ($6), and a change in the anticipated sale structure of the Transportation Products Europe business ($5) for the quarter ended March 31, 2010; and a benefit for the reorganization
of an equity investment in Canada (-$71), a charge for the write-off of deferred tax assets related to operations in Italy ($41), a benefit for a tax rate change in Iceland (-$31), and a benefit for the reversal of a
valuation allowance on net operating losses in Norway (-$21) for the quarter ended December 31, 2009. 

** Special items include the following: charges related to unfavorable mark-to-market changes in derivative contracts ($31), power outages at the Rockdale, TX and São Luís, Brazil facilities ($17), an additional
environmental accrual for the Grasse River remediation in Massena, NY ($11), and the write off of inventory related to the permanent closures of certain U.S. facilities ($5) for the quarter ended March 31, 2010;
and charges related to a recent European Commission’s ruling on electricity pricing for smelters in Italy ($250), a tax settlement related to an equity investment in Brazil ($24), an estimated loss on excess
power at our Intalco smelter ($19), and an environmental accrual for smelters in Italy ($15) for the quarter ended December 31, 2009. 



Alcoa Logo Reconciliation of Alumina EBITDA
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($ in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 1Q10

Alumina

After-tax operating
income (ATOI) $     585 $     471 $     315 $     415 $     632 $     682 $  1,050 $     956 $     727 $  112 $       72

Add:
Depreciation,
depletion, and
amortization 163 144 139 147 153 172 192 267 268 292 92
Equity (income)
loss (3) (1) (1) – (1) – 2 (1) (7) (8) (2)
Income taxes 279 184 130 161 240 246 428 340 277 (22) 27
Other (12) (17) (14) (55) (46) (8) (6) 2 (26) (92) 1

Earnings before
interest, taxes,
depreciation, and
amortization
(EBITDA) $ 1,012 $ 781 $ 569 $ 668 $ 978 $ 1,092 $ 1,666 $ 1,564 $ 1,239 $ 282 $ 190

Production
(thousand metric
tons) (kmt) 13,968 12,527 13,027 13,841 14,343 14,598 15,128 15,084 15,256 14,265 3,866

EBITDA/Production
($ per metric ton) 72 62 44 48 68 75 110 104 81 20 49

Alcoa’s definition of EBITDA is net margin plus an add-back for depreciation, depletion, and amortization.  Net margin is equivalent to Sales minus the following items: Cost of goods
sold; Selling, general administrative, and other expenses; Research and development expenses; and Provision for depreciation, depletion, and amortization.  The Other line in the
table above includes gains/losses on asset sales and other nonoperating items.  EBITDA is a non-GAAP financial measure.  Management believes that this measure is meaningful to
investors because EBITDA provides additional information with respect to Alcoa’s operating performance and the Company’s ability to meet its financial obligations.  The EBITDA
presented may not be comparable to similarly titled measures of other companies.



Alcoa Logo Reconciliation of Primary Metals EBITDA
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($ in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 1Q10

Primary Metals

After-tax operating
income (ATOI) $  1,000 $     905 $     650 $     657 $     808 $     822 $  1,760 $  1,445 $     931 $    (612) $     123

Add:
Depreciation,
depletion, and
amortization 311 327 300 310 326 368 395 410 503 560 147
Equity (income)
loss (50) (52) (44) (55) (58) 12 (82) (57) (2) 26 –
Income taxes 505 434 266 256 314 307 726 542 172 (365) 18
Other (41) (8) (47) 12 20 (96) (13) (27) (32) (176) 1

Earnings before
interest, taxes,
depreciation, and
amortization
(EBITDA) $  1,725 $ 1,606 $ 1,125 $ 1,180 $ 1,410 $ 1,413 $  2,786 $  2,313 $ 1,572 $    (567) $ 289

Production
(thousand metric
tons) (kmt) 3,539 3,488 3,500 3,508 3,376 3,554 3,552 3,693 4,007 3,564 889

EBITDA/Production
($ per metric ton) 487 460 321 336 418 398 784 626 392 (159) 325

Alcoa’s definition of EBITDA is net margin plus an add-back for depreciation, depletion, and amortization.  Net margin is equivalent to Sales minus the following items: Cost of goods
sold; Selling, general administrative, and other expenses; Research and development expenses; and Provision for depreciation, depletion, and amortization.  The Other line in the
table above includes gains/losses on asset sales and other nonoperating items.  EBITDA is a non-GAAP financial measure.  Management believes that this measure is meaningful to
investors because EBITDA provides additional information with respect to Alcoa’s operating performance and the Company’s ability to meet its financial obligations.  The EBITDA
presented may not be comparable to similarly titled measures of other companies. 



Alcoa Logo Reconciliation of Flat-Rolled Products EBITDA
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($ in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 1Q10

Flat-Rolled
Products

After-tax operating
income (ATOI) $     296 $     253 $     225 $     222 $     254 $     278 $     233 $     178 $ (3) $      (49) $       30

Add:
Depreciation,
depletion, and
amortization 153 167 184 190 200 220 223 227 216 227 59
Equity (income)
loss (3) 2 4 1 1 – 2 – – – –
Income taxes 126 124 90 71 75 121 58 92 35 48 18
Other 1 (5) (8) (5) 1 1 20 1 6 (2) –

Earnings before
interest, taxes,
depreciation, and
amortization
(EBITDA) $     573 $ 541 $ 495 $ 479 $ 531 $ 620 $      536 $     498 $ 254 $     224 $ 107

Total sales $  5,167 $  4,868 $  4,571 $  4,768 $  6,042 $  7,081 $  8,610 $  9,597 $  9,184 $  6,182 $  1,481

EBITDA/Total
sales 11% 11% 11% 10% 9% 9% 6% 5% 3% 4% 7%

Alcoa’s definition of EBITDA is net margin plus an add-back for depreciation, depletion, and amortization. Net margin is equivalent to Sales minus the following items:
Cost of goods sold; Selling, general administrative, and other expenses; Research and development expenses; and Provision for depreciation, depletion, and
amortization. The Other line in the table above includes gains/losses on asset sales and other nonoperating items. EBITDA is a non-GAAP financial measure.
Management believes that this measure is meaningful to investors because EBITDA provides additional information with respect to Alcoa’s operating performance
and the Company’s ability to meet its financial obligations. The EBITDA presented may not be comparable to similarly titled measures of other companies. 



Alcoa Logo Reconciliation of Engineered Products and Solutions EBITDA
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($ in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 1Q10

Engineered
Products and
Solutions

After-tax operating
income (ATOI) $     125 $     189 $       63 $     124 $     156 $     271 $     365 $     435 $     533 $     315 $       81

Add:
Depreciation,
depletion, and
amortization 165 186 150 166 168 160 152 163 165 177 41
Equity (income)
loss (1) – – – – – 6 – – (2) (1)
Income taxes 79 61 39 55 65 116 155 192 222 139 31
Other – – 35 11 106 (11) (2) (7) 2 1 –

Earnings before
interest, taxes,
depreciation, and
amortization
(EBITDA) $     368 $ 436 $ 287 $ 356 $ 495 $ 536 $      676 $     783 $ 922 $     630 $ 152

Total sales $  3,386 $  4,141 $  3,492 $  3,905 $  4,283 $  4,773 $  5,428 $  5,834 $  6,199 $  4,689 $  1,074

EBITDA/Total
sales 11% 11% 8% 9% 12% 11% 12% 13% 15% 13% 14%

Alcoa’s definition of EBITDA is net margin plus an add-back for depreciation, depletion, and amortization.  Net margin is equivalent to Sales minus the following items: Cost of
goods sold; Selling, general administrative, and other expenses; Research and development expenses; and Provision for depreciation, depletion, and amortization.  The
Other line in the table above includes gains/losses on asset sales and other nonoperating items.  EBITDA is a non-GAAP financial measure.  Management believes that this
measure is meaningful to investors because EBITDA provides additional information with respect to Alcoa’s operating performance and the Company’s ability to meet its
financial obligations.  The EBITDA presented may not be comparable to similarly titled measures of other companies.


