
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): July 9, 2007
 

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)
 

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 July 9, 2007, Alcoa Inc. held its second quarter 2007 earnings conference call, broadcast live by webcast. A transcript of the call and a copy of related slides 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.

Item 9.01. Financial Statements and Exhibits.
 

(d) Exhibits.

The following are furnished as exhibits to this report:
 
 99.1 Transcript of Alcoa Inc. second quarter 2007 earnings call.
 

 99.2 Slides relating to Alcoa Inc. second quarter 2007 earnings call.
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FINAL TRANSCRIPT
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        Event Date/Time: Jul. 09. 2007 / 5:00PM ET
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CORPORATE PARTICIPANTS

Tony Thene
Alcoa Inc. - Director of IR

Chuck McLane
Alcoa Inc. - VP, CFO

Alain Belda
Alcoa Inc. - Chairman, CEO

CONFERENCE CALL PARTICIPANTS

Kuni Chen
Banc of America Securities - Analyst

Rob Clifford
ABN AMRO - Analyst

David Martin
Deutsche Bank - Analyst

John Tumazos
John Tumazos Very Independent Research - Analyst

Greg Barnes
TD Newcrest - Analyst

Tony Rizzuto
Bear Stearns - Analyst

PRESENTATION

Operator

Good afternoon, ladies and gentlemen, and welcome to the Alcoa 2007 second-quarter earnings conference call. At this time, all participants are in a listen-only mode. We will be
conducting a question-and-answer session towards the end of this conference. (OPERATOR INSTRUCTIONS). As a reminder, this conference is being recorded for replay purposes.

I would now like to turn the call over to the Director of Investor Relations, Mr. Tony Thene. Please proceed, sir.

Tony Thene - Alcoa Inc. - Director of IR

Thank you. Good evening, and thank you for attending Alcoa’s second-quarter 2007 analyst conference. At today’s conference, Chuck McLane, Vice President and Chief Financial
Officer, will review the second-quarter financial results, as well as current and next quarter’s anticipated business conditions. In addition, Alain Belda, Chairman and Chief Executive
Officer, will then give an overview of the current market conditions and recent events.

Before I turn it over to Chuck, I would like to remind everyone that the information discussed on this call contains forward-looking statements that involve future events and known and
unknown risks and uncertainties, including current expectations regarding Alcoa’s future performance and the potential benefits of the combination of Alcoa and Alcan. Actual results
may differ materially from those discussed today in our presentation. Additional information concerning factors that may cause actual results to differ can be found in Alcoa’s and Alcan’s
respective filings with the US Securities and Exchange Commission, and in Alcan’s case, the Canadian securities regulatory authorities.

Lastly, certain portions of this discussion concerning the proposed transaction are addressed in a registration statement which Alcoa has filed with the SEC and the Canadian securities
regulatory authorities. We urge you to read the registration statement, because it contains important information.
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In our discussion today, we have also included some non-GAAP financial measures. You can find our presentation of the most directly comparable GAAP financial measures calculated in
accordance with Generally Accepted Accounting Principles and a related reconciliation on our website at www.alcoa.com under the “Invest” section.

At this point, let me turn it over to Chuck.

Chuck McLane - Alcoa Inc. - VP, CFO

Thanks, Tony. Good evening, everyone. In the second quarter, we continued to deliver outstanding results, achieving the second-highest earnings in the Company’s history.

Income from continuing operations was $716 million or $0.81 per share. Included in our results was a favorable after-tax restructuring adjustment of $21 million or $0.02 per share. This
adjustment was generated as a result of completing the soft alloy extrusion JV with Sapa.

The quarterly results also included $0.02 per share in after-tax transaction costs stemming from our outstanding offer for Alcan. As you can see, these offset one another in the quarterly
earnings. It is worth noting that the strong results were achieved despite the $36 million or $0.04 per share of curtailment costs at Tennessee and Rockdale. Sequentially, all of our
downstream segments improved, and three of four achieved record quarterly earnings. Quarterly revenue of $8.1 billion, an all-time high, was up 2% sequentially and 3.5% higher than
the year-ago quarter.

Just as a reminder, we completed the JV for soft alloy extrusions on June 1st. Once we did that, those revenues ceased to be included in our consolidated results. Were we have to included
those in our consolidated results, our revenues would have been $8.3 billion.

Cash from operations was a quarterly record of $1.35 billion, up $650 million from the year-ago quarter and $822 million sequentially. Debt to capital, at 29.4%, continues to decline. In
fact, this is the lowest level since the fourth quarter of 1999. We have achieved that leverage ratio despite being in the midst of a peak year of capital spending.

We continue to exceed the cost of capital with an ROC of 11.8%. Excluding our growth investments, ROC would stand at 14.7%.

With those highlights as a backdrop, let’s move on to the income statement. Cost of goods sold as a percent of sales increased slightly on a sequential basis. Excluding the primary
business curtailment and startup costs, the underlying improvement was driven by productivity. SG&A costs as a percent of sales remained flat at 4.5%, though they included $26 million
of transaction costs. Restructuring charges were a credit of $57 million. The main driver was the completion of the Sapa joint venture, as the asset valuations were higher than originally
anticipated.

The corresponding tax rate for the transaction was also higher than originally forecast. The original net impairment that we took last year was, therefore, reduced accordingly. The net
impact to after-tax earnings from restructuring was $21 million or $0.02 per share. Interest expense increased, due to slightly higher debt levels.

Let’s move to the next slide, and compare the performance against the sequential quarter. This chart illustrates the operational improvement captured in the second quarter. We were able
to offset cost inflation and currency impacts with improved mix, volume and productivity, with each of our downstream segments showing improvement sequentially.

The three main detractors from profitability on a sequential basis were lower LME pricing, primary curtailment costs and higher startup costs in Iceland, all of which were either publicly
disclosed or readily available. In addition, on a quarterly year-over-year basis, productivity volume and mix completely offset cost inflation, energy and currency.

Now, let’s spend some more time on the details and walk through each one of the segments. For the Alumina segment, ATOI increased $16 million or 6%. This increase was driven by
slightly higher pricing and increased shipment volume, but partially offset by a continued weak US dollar. In fact, the Australian dollar and the Brazilian real appreciated approximately
6% in the quarter, which led to a reduction in profit of $14 million sequentially. In addition, costs associated with the first-quarter Guinea strike totaled $9 million in the quarter.

Production was up 4% sequentially, right in line with the guidance we provided last quarter. In the third quarter, we anticipate a consistent level of production and shipments.
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Next, let’s move to the Primary segment. Sequentially, Primary Metals ATOI decreased by 8% due to the following — lower pricing; unfavorable currency, which amounted to $18
million; increased Iceland startup costs of $20 million, which were up $4 million sequentially; and the impact of the previously announced Tennessee and Rockdale curtailment costs of
$23 million. The remaining portion of that $36 million resides in corporate due to our captive insurance company. Higher third-party volume and favorable mix partly offset these
declines.

Looking forward to the third quarter, we anticipate Iceland startup costs of approximately $24 million. In addition, we will see continued curtailment costs out of the Rockdale facility and
seasonal increases to market power in the US.

Now, let’s move to the Flat Rolled Products segment. Flat Rolled Products ATOI increased 50% to a quarterly record of $93 million. These results were driven by continued strength in
aerospace and higher volumes in can sheet. Productivity gains continued to exceed cost inflation. Even with the China and Russian growth projects reflected in this segment’s capital base,
FRP as a whole returned higher than cost of capital in the quarter.

Looking forward, we expect to see the normal third-quarter seasonal slow down, due to the European holidays and the North American automotive shutdowns. The second quarter is
typically the strongest quarter of the year from a volume standpoint. In the third quarter of 2006, this segment’s profitability declined by 40%, due to seasonality and mill outages. We
would expect an approximate 20% decline this year, linked specifically to the normal seasonal slowdowns.

Moving on to Engineered Solutions, this segment again delivered outstanding results, with both record quarterly revenue and earnings. ATOI for the quarter improved by 13% from the
previous quarter to a record of $105 million. Strong markets, market share gains and new product offerings throughout the portfolio continue to more than offset the substantial decline in
Class 8 trucks of approximately 50% compared to the year-ago quarter. In addition, productivity gains continue to outpace cost inflation. In fact, the fastening systems business and the
power and propulsion business captured double-digit year-over-year improvements to profitability and achieved their highest quarterly return on capital. This segment continues to make
significant improvements each and every quarter, and they have considerable upside remaining.

In 2006, this segment improved profitability over the preceding year by 63%. Through the first six months of this year, they have built on that momentum by improving profitability an
additional 8%. As we move to the third quarter, the Class 8 truck downturn will continue, as we project a 48% reduction in build rates compared to third quarter of 2006.

This segment will also experience the normal third-quarter seasonal slowdown, due to the European holidays and the North American automotive shutdowns. We do not anticipate this
decrease to be as pronounced as last year.

One last item. The Alcoa Fujikura business will experience increased taxes of approximately $9 million, as a result of a tax rate change in Germany.

Moving on to the Extruded and End Products segment, ATOI increased $12 million or 35% sequentially, as this segment experienced solid markets across the board, particularly in
Europe. Effective June 1st, the soft alloy extrusion joint venture with Sapa was completed.

Going forward, the financial results in this enterprise will be reflected in the following manner — as I said earlier, we’ve ceased recording revenue in this segment and from a
consolidated standpoint. As a guide, the revenue of the soft alloy business was 634 in the first quarter and 407 in the first two months of the second quarter. We will, however, record the
equity income in this segment as we move forward. This segment will also experience the normal third-quarter seasonal slowdown.

Moving next to the Packaging and Consumer segment, Packaging and Consumer ATOI increased $18 million or 95% sequentially. This quarterly increase was driven by the normal
seasonal upturn in the consumer enclosure businesses, as well as continued productivity improvements. Year-to-date ATOI has increased $11 million or 24% compared to the same period
in 2006. EBITDA margin for the quarter increased to 10% compared to 8.8% in the prior-year quarter. Full-year 2006 EBITDA margin of 7.6% increased to 8.8% for the first half of
2007. Looking forward to the third quarter, we expect productivity improvements to offset any cost inflation and closures is expected to experience its normal seasonal decline.

Now, let’s talk about my favorite subject, cash flow. We continued to build on a string of solid cash generation quarters, with cash from operations of $1.35 billion, up $650 million year-
over-year and $822 million sequentially. Working capital decreased $474 million in the quarter, driven mainly by improvements in inventories and payables. In terms of days of working
capital, the most appropriate measure, we reduced 2.8 days year over year and 2.6 days sequentially. Capital expenditures for the quarter were $891 million, with 46% of that total devoted
to the four major growth projects — Iceland, Mosjoen, Sao Luis and Juruti.
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The depreciation of the US dollar continues to inflate capital expenditures. Comparing the first half of 2007 to the first half of 2006, the Australian dollar, the euro and the Brazilian real
have all appreciated in the range of 7% to 9% to the US dollar.

As I mentioned earlier, debt to capital now stands at 29.4%. In fact, you may have noticed on the balance sheet that we are carrying a significant cash balance at the end of the quarter,
pending the maturity of some short-term debt. Were you to take us down to a more normal cash balance, our debt to cap would be below 28%. This leverage ratio is another indication of
our strong cash generation, particularly in a year of peak capital spending. Lastly, you should note that we were required to suspend our share repurchase program, pending the completion
of the bid for Alcan.

Now, I’d like to turn to a couple of our performance trend measures. In the second quarter, we continued our trend of improving financial performance, with the highest quarterly revenue
and the second-highest quarterly ATOI. Each of our downstreams segments demonstrated improved profitability, and three of four downstream segments established quarterly ATOI
records.

The bottom portion of this slide provides you with the Bloomberg trailing 12-month ROC metric. Not only are we adding value by producing a return higher than our cost of capital, these
numbers include both the impact of restructuring, as well as the impact of construction in progress that has yet to contribute to the bottom line.

At the end of 2006, we established six financial targets for 2007. Let me close by giving you a brief update on each one.

First is ROC, that it would continue to exceed the cost of capital. We were significantly over this threshold in 2006, with the trailing 12-month Bloomberg ROC of 13.2%, and we
continue to excel through the first half of 2007.

Cash from operations will fully fund our capital expenditures. Through the first half of the year, cash from operations was $1.9 billion, with capital expenditures totaling $1.7 billion. We
expect cash from operations to be strong in the second half of the year, and as a result, we expect to hit this target even with the depreciation of the US dollar.

Volume mix and productivity will completely offset cost inflation. We are tracking slightly behind this target on a year-to-date basis, primarily due to the depreciation of the US dollar.
EBITDA margins will increase year over year in every downstream segment. We are also achieving this target through the first half of the year.

Full-year 2006 versus first-half 2007 margins are as follows — Flat Rolled Products has increased margin from 6.6% to 7.1%; Engineered Solutions has increased from 11.1% to 12.7%;
Extruded and End Products has increased from 4.3% to 5.6%; and Packaging has increased from 7.6% to 8.8%. Debt to capital will remain in the 30% to 35% range. As I said earlier, we
finished the second quarter at 29.4%. Lastly, we project our capital expenditures to be in the range of $3 to $3.2 billion. Our run rate through the first half of the year is $3.3 billion. The
weaker US dollar has hurt through the first half, and pending no recovery we would expect an impact to the second half as well.

In summary, significant progress and value has been achieved through the first six months. We anticipate that trend to continue.

Thank you, and I will turn the presentation over to Alain.

Alain Belda - Alcoa Inc. - Chairman, CEO

Well, thank you, Chuck, and good evening, everyone. Well, I am certainly pleased with another strong quarter. We achieved the second-highest quarterly earning in the Company’s
history, the highest quarterly revenue in the Company’s history, the highest quarterly cash from operations in the Company’s history and improved earnings and margin in all our
downstream businesses. On a half-year basis, we have established all-time records for revenue, net income, earnings per share and cash from operations. We are well on our way to
another record year of financial performance.

Now, I’d like to give you an update on the aluminum market, and then close with a quick update on the many activities within Alcoa. But first, let me review our safety results.

For those of you who may be new to this quarterly report, we always start with our safety numbers. Safety is one of our key substantial metrics, and is a good leading indicator of how we
run our businesses. For the second quarter 2007, our lost work day rate was 0.07, and our total recordable rate, 1.12. Year to date, we had 306 locations that have not had a lost workday
incident. That is 87% of the total Alcoa locations worldwide.
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This is benchmark performance for a global industrial company. Superior performance in this area of safety is not just the right thing to do; it also has a positive financial impact. Between
2001 and 2006, our cost for worker count [compensation] claims decreased from about 15% due to the reduction of severe claims. That reduction is worth more than $4 million per year.

Now, let’s get into current market conditions. On the demand side, China remains the major driver of growth. We project consumption increase of 34% year over year. This is 60% higher
physical consumption than the US and 43% higher than Europe. Rapid urbanization is driving a tremendous demand in markets such as building and construction, consumer durables and
high-voltage transmission lines.

For the other regions of the world, we see the following — a year-over-year decrease of 2.5% in North America consumption. However, we have been seeing indication of a pickup in
some markets. We see solid growth in the European consumption of over 3% after several years of weak growth. We see strong growth in Latin America, particularly Brazil, and good
growth in India and Russia, as well as Japan. In total, we project a world consumption growth rate for 2007 of 10%.

On the supply side, we have China increasing production by about 34%, for a total production number of 12.5 million tons — that is year-over-year increase. This is equal to 85% of
Alcoa’s total operating capacity, just to put it in perspective.

Recently, the Chinese government announced new measures to slow down the rapid buildup by eliminating tax rebates on rod, bar, billet and wire products. We expect those actions to
have an impact on the overall market over time. Our latest 2007 world production growth rate projection is just under 13%.

In summary, our latest supply/demand balance is as follows — for alumina, we lowered our projections from a surplus between 1 million to 2 million tons to a range of balance to
1 million tons surplus. That change is driven by both a slower ramp-up of brownfield expansion and higher Chinese metal production. The spot alumina market supports this change, as
recent prices have increased to the mid-300’s per ton.

For aluminum, we continue to project 300,000 metric tons of surplus for 2007. Keep in mind that this is less than 1% of a 38 million ton market.

To keep this in the proper perspective, we need to look at days of consumption. Based on our latest global demand projection, daily consumption is equal to approximately 100 [100,000]
tons per day. Our projection of 300,000 tons surplus represents about three days of demand. It is at least what is required to cope with the work-in-process demand of fabricating capacity
to transform the additional production out of China.

Global demand in general remains robust. Europe is stronger than the US, while China continues at a torrid pace. In markets that are weaker, such as commercial transportation, we have
demonstrated the capability to grow share, improve mix and introduce new products to partially offset the decline.

Looking back over the last 18 months, we have an impressive track record of progress. Last year’s strong financial performance continued this year, with record revenue, record earnings,
record cash generation and returns well in excess of the cost of capital. We increased the Company’s dividend by 13%. We continued improvements of our downstream business, with
stronger margins in every segment. Key drivers are the productivity increases, market share gains and new product introductions.

We believe that we have the long-term potential in these businesses, and are investing for continued profitable growth. We have growth projects that are at or nearing completion, and will
begin to generate earnings and cash flow. The greenfield smelters in Iceland will produce at full capacity in 2008 and the Sao Luis refinery expansion will come in line later that year. As
capital expenditure trends down from its peak this year, we will see increases in cash flow going forward.

We have an active portfolio management, the completion of the soft alloy extrusion joint venture and our current efforts on the Packaging and AFL businesses. We believe we have
addressed or are working on those downstream businesses that are not earning cost of capital. The remaining downstreams assets are attractive. The Flat Rolled Products business, the
hard alloy extrusions, forging, fasteners and (inaudible) businesses are thriving and will continue to improve.

These businesses are based on proprietary alloys, technology, unique equipment, complex processes that serve rapidly expanding common-end markets. These are business that we
believe that belong inside Alcoa. We are investing and will continue to invest in them to improve profitability in the future.
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Driven by the many activities, the momentum continues with strong markets. Another record quarter, as supported by exceptional returns on capital and impressive cash generation.

Now, let me give you a quick update on the Alcan offer. Since May 7, I have personally met with many shareholders. During those meetings, the majority of the questions are focused on
four areas — synergies, growth opportunities, the commitment to Quebec and regulatory approval. I will address each of these quickly before taking your questions.

Alcoa is clearly the optimum partner for Alcan, with significant synergies of $1 billion that are available only to Alcoa and in an Alcan combination. Those synergies are achievable
because of our substantial geographic and business overlaps. With those significant synergies as support, and based on Alcoa price as of July 6, the offer was at 37% premium to Alcoa
[Alcan] 30 days average price, a 45% premium to the 90 days average price, and a 24% premium to their all-time closing high on May 4th.

The combined company will have a robust portfolio of potential projects that can meet the increasing demand and growth earnings. The combined company will be able to optimize the
growth project pipeline and spread their risk by prioritizing projects that would be more difficult as a stand-alone company. We are confident that we can easily meet the terms of the
Alcan continuity agreement with Quebec, and that condition is no longer an issue for our offer. Alcoa has an unparalleled ability to make commitments that meet and exceed all terms of
the agreement and the Investment Canada Act. Beyond the obvious economic benefits that we can provide, Alcoa brings a world-class health safety and environment program and a
reputation that is recognized in every country where we operate.

Concerning regulatory process, we have carefully considered the competition approvals. In June, we filed with the US competition authority all the forms required under the Hart-Scott-
Rodino. Last week, we received a second request, and as expected, this is a normal part of the process and we were not surprised by this content and remain confident that our proposed
remedies and targeted market will resolve our competitive concerns. We will respond promptly to the second request, and intend to satisfy all regulatory requirements in a reasonable
timeframe. We have also filed the formal documents in Canada and Australia, and have submitted a draft to the European Commission as required.

Obviously, this is a key item in the transaction process, and we are moving as quickly as possible to gain the necessary regulatory approvals. We have announced that we have extended
our offer to August 10, 2007, as we continue to pursue regulatory approval.

I believe Alcoa’s offer for Alcan is truly a winning strategy and strategic combination. It is full, fair, and provides a substantial value to Alcan shareholders. This transaction provides the
necessary skill to compete in a changing global environment, combines an optimized portfolio of assets with an enhanced capacity for growth; combines strong technology, operations and
talent with shared values and an unwavering commitment to sustainability, and an [is] EPS and cash flow per share accretive within the first year.

Together, Alcoa and Alcan will create the premier diversified global aluminum company, with $1 billion in annual synergies, enhanced cash flow and a complementary portfolio of assets
and enhanced growth opportunities. I am confident that the combination of these two companies, two companies that belong together, will create a stronger future for both.

Thank you for your attention. Now, we would like to take your questions.

QUESTION AND ANSWER

Operator

(OPERATOR INSTRUCTIONS). Kuni Chen, Banc of America Securities.

Kuni Chen - Banc of America Securities - Analyst

I guess, with my one question, I just want to ask about the upstream project pipeline with the potential merger with Alcan. Do you envision the pipeline changing substantially if Alcan
and Alcoa merged? Phrased differently, do you think the organic growth potential of the combined company will be any different than if the two companies are separate?
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Alain Belda - Alcoa Inc. - Chairman, CEO

No. I think the organic opportunities for the new company are the same. The opportunities continue to be in aerospace, transportation, marine, building and construction — all the same
fields — and packaging.

Kuni Chen - Banc of America Securities - Analyst

So the growth potential is the same, whether it’s the combined company or whether they are separate?

Alain Belda - Alcoa Inc. - Chairman, CEO

The areas of opportunity are the same. The ability to do the right investment, if you’re talking about upstream —

Kuni Chen - Banc of America Securities - Analyst

Yes, upstream.

Alain Belda - Alcoa Inc. - Chairman, CEO

— I’m sorry, on upstream, the opportunities are also to improve the risks that are inherent to the choices that we have to make, as we look for energy around the world and decide where
we’re going to invest. Every plant is a major capital expenditure; they cost over $2 billion. The political risk of every decision is different. So I think it permits us to optimize investment
decisions, location decisions and also permits us to choose to expand on brownfield opportunities rather than greenfield opportunities.

Operator

Rob Clifford, ABN AMRO.

Rob Clifford - ABN AMRO - Analyst

Along a similar vein, I was just wondering — I wanted to explore the enhanced capacity for growth point that you talked about in the merger, along with your debt to capital guidelines of
30% to 35%. Now, with the large cash component, it will exceed that, certainly, on our numbers, pretty easily. Does that mean that you will curtail organic growth if you’re successful in
the Alcan deal to bring yourself back to that 30% to 35% rapidly, or would you tail down to that over a number of years?

Chuck McLane - Alcoa Inc. - VP, CFO

I think we’ve said from the beginning that once the transaction is consummated, that we will definitely go above that target range of 30% to 35%. If you looked at our pipeline right now,
in something that gets started, we’ve got projects that are going on that are in our pipeline, but no new ones in a very short timeframe of two to three years.

So I don’t think it’s going to inhibit us. We already understand the leverage ratio that we are dealing with. But there’s also a strong set of cash flows that are coming, especially those
projects that are currently in progress, that will start to generate cash flows next year and the year after.

Operator

David Martin, Deutsche Bank.
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David Martin - Deutsche Bank - Analyst

Chuck, I wanted to come back to your comments about the fasteners business. There’s been a lot of press and trade reports about I guess yours as well as the industry’s inability to supply
fasteners to Boeing. Can you give us a little perspective on the issue, and maybe some numbers around the growth in that business for you?

Chuck McLane - Alcoa Inc. - VP, CFO

Well, I can tell you that, as you are aware, the backlog is significant, and the deliveries are beyond anybody’s estimates for this year. Certainly what came out of the Paris Airshow was
beyond the expectations as well. That has caused — fasteners are one of the things that have been listed as something of a supply chain issue to deal with.

I can tell you that we’re working with our customers on a day-by-day basis to fulfill all of their requirements, and we have got capacity that is being increased in certain locations in order
to help meet those demands. But without getting to a specific number for you on growth, I would just as soon stay away from that.

Operator

(OPERATOR INSTRUCTIONS). John Tumazos, John Tumazos Very Independent Research.

John Tumazos - John Tumazos Very Independent Research - Analyst

If for the September and December quarters, the exchange rates and energy prices and outlooks were exactly as today and exactly as you described, how much higher would your cost per
unit be on average in the third and fourth quarters?

Chuck McLane - Alcoa Inc. - VP, CFO

From an exchange rate standpoint?

John Tumazos - John Tumazos Very Independent Research - Analyst

Exchange rates, energy prices and outlook as you’ve described. Use a range, if it simplifies anything, Chuck.

Chuck McLane - Alcoa Inc. - VP, CFO

Well, energy really has a lot to do with us, as you are probably aware, on rain in the third quarter. That’s why we list it as a seasonal cost to us. So you tell me how much rain is going to
fall, and I’ll tell you how much the cost is going to go up.

But on the exchange rate side, look, it changes quarter to quarter, but I will give you a rule of thumb. If you’ve got a 1% change in the value of the dollar to our other major currencies, it’s
about $0.02 a share. Will that vacillate from quarter to quarter? It may, but it’s a good rule of thumb for us.

Operator

Greg Barnes, TD Newcrest.

Greg Barnes - TD Newcrest - Analyst

I was wondering if you can give us any clarification on what the next steps are for the European competition authorities and what timing might look like?
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Alain Belda - Alcoa Inc. - Chairman, CEO

Well, this is the way it goes. You are going to have to submit the application once they comment on the draft application we made. I’m sure they are going to be working with the US DoJ,
as they normally do, and this process will follow the normal process like you’ve seen many of those before. It just continues to go on, and we will answer the questions. There’s nothing
new here.

Greg Barnes - TD Newcrest - Analyst

Do you have a timeframe on when their comments could come back to you on the draft?

Alain Belda - Alcoa Inc. - Chairman, CEO

No, no. We don’t have timeframes.

Operator

Rob Clifford, ABN AMRO.

Rob Clifford - ABN AMRO - Analyst

If you could give us an update on Iceland, you mentioned before the massive capital costs in putting in greenfield smelters and political risks. I just wonder if you could outline some of
the things you’ve learned about that securing power and what has gone wrong there, and how that is progressing in terms of the ramp-up.

Chuck McLane - Alcoa Inc. - VP, CFO

Securing the power — we are perfectly satisfied with the situation in Iceland, from a high-growth standpoint and a power standpoint. Some of the costs that we incurred were higher
construction costs that most everyone else has been incurring during the ramp-up stage of that smelter being built. But I can tell you, even with pretty conservative metal prices and the
capital costs that we have, where they are placed on the cash cost curve and what kind of return we will earn over the long term, we’re still totally satisfied with.

Rob Clifford - ABN AMRO - Analyst

So the power has come onstream as you expected?

Chuck McLane - Alcoa Inc. - VP, CFO

No. The power is not coming onstream. I thought you were referring to cost of the hydro project. It is a delay. We’re working on temporary power right now, and we’re working with the
authorities there that run the power project to get it up into a permanent situation as quickly as possible. We think that’s going to be building up during the fourth quarter, and we still
anticipate that next year we will get the full capacity out of that facility.

Rob Clifford - ABN AMRO - Analyst

So was the delay just due to slow construction or technical problems with the power side of the project?

Chuck McLane - Alcoa Inc. - VP, CFO

It was some problems in, actually, the tunnels being built and the extra concrete that had to be put up to support the tunnels.
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Operator

Tony Rizzuto, Bear Stearns.

Tony Rizzuto - Bear Stearns - Analyst

With regard to the European regulatory environment, would you be prepared to divest Issoire if required to do so?

Alain Belda - Alcoa Inc. - Chairman, CEO

We will have to decide what we divest as we get the questions. We are not prepared to start negotiating or talking about that at this point in time.

Tony Rizzuto - Bear Stearns - Analyst

On Russia, you have mentioned improved performance. Could you quantify what that may have been, in terms of the numbers, give us a little detail on that in the quarter?

Chuck McLane - Alcoa Inc. - VP, CFO

Well, if you looked at the reconciliations that we have, you would see that it improved from about a third — Russia, China, and Bohai and Kunshan had a loss of about $30 million last
quarter, and it went down to about $15 million this quarter. You can assume most of that improvement was Russia.

Tony Rizzuto - Bear Stearns - Analyst

It sounds like you are ahead of plan to possibly get to breakeven by end of year. It sounds like you might be a little ahead of target on that?

Chuck McLane - Alcoa Inc. - VP, CFO

No, that’s still our plan.

Operator

At this time, we have no more questions in queue. I would now like to turn the call back over to Mr. Thene. Please proceed, sir.

Tony Thene - Alcoa Inc. - Director of IR

Thank you for attending the call tonight. That now ends the second-quarter 2007 analyst call. Thank you.

Operator

Thank you for attending today’s conference. This concludes the presentation. You may now disconnect and have a great day.
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DISCLAIMER

Thomson Financial reserves the right to make changes to documents, content, or other information on this web site without obligation to notify any person of such changes.

In the conference calls upon which Event Transcripts are based, companies may make projections or other forward-looking statements regarding a variety of items. Such forward-looking
statements are based upon current expectations and involve risks and uncertainties. Actual results may differ materially from those stated in any forward-looking statement based on a
number of important factors and risks, which are more specifically identified in the companies’ most recent SEC filings. Although the companies mayindicate and believe that the
assumptions underlying the forward-looking statements are reasonable, any of the assumptions could prove inaccurate or incorrect and, therefore, there can be no assurance that the results
contemplated in the forward-looking statements will be realized.

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 FINANCIAL 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.

© 2005, Thomson StreetEvents All Rights Reserved.

Forward Looking Statements

Certain statements and assumptions in this communication contain or are based on “forward-looking” information and involve risks and uncertainties. Forward-looking statements may be
identified by their use of words like “anticipates,” “believes,” “estimates,” “expects,” “hopes,” “targets,” “should,” “will,” “will likely result,” “forecast,” “outlook,” “projects” or other
words of similar meaning. Such forward-looking information includes, without limitation, the statements as to the impact of the proposed acquisition of Alcan on revenues, costs and
earnings. Such forward-looking statements are subject to numerous assumptions, uncertainties and risks, many of which are outside of Alcoa’s control. Accordingly, actual results and
developments are likely to differ, and may differ materially, from those expressed or implied by the forward-looking statements contained in this communication. These risks and
uncertainties include Alcoa’s ability to successfully integrate the operations of Alcan; the outcome of contingencies including litigation, environmental remediation, divestitures of
businesses, and anticipated costs of capital investments; general business and economic conditions; interest rates; the supply and demand for, deliveries of, and the prices and price
volatility of primary aluminum, fabricated aluminum, and alumina produced by Alcoa and Alcan; the timing of the receipt of regulatory and governmental approvals necessary to
complete the acquisition of Alcan and any undertakings agreed to in connection with the receipt of such regulatory and governmental approvals; the timing of receipt of regulatory and
governmental approvals for Alcoa’s and Alcan’s development projects and other operations; the availability of financing to refinance indebtedness incurred in connection with the
acquisition of Alcan on reasonable terms; the availability of financing for Alcoa’s and Alcan’s development projects on reasonable terms; Alcoa’s and Alcan’s respective costs of
production and their respective production and productivity levels, as well as those of their competitors; energy costs; Alcoa’s and Alcan’s ability to secure adequate transportation for
their respective products, to procure mining equipment and operating supplies in sufficient quantities and on a timely basis, and to attract and retain skilled staff; the impact of changes in
foreign currency exchange rates on Alcoa’s and Alcan’s costs and results, particularly the Canadian dollar, Euro, and Australian dollar, may affect profitability as some important raw
materials are purchased in other currencies, while products generally are sold in U.S. dollars; engineering and construction timetables and capital costs for Alcoa’s and Alcan’s
development and expansion projects; market competition; tax benefits and tax rates; the outcome of negotiations with key customers; the resolution of environmental and other
proceedings or disputes; and Alcoa’s and Alcan’s ongoing relations with their respective employees and with their respective business partners and joint venturers.

Additional risks, uncertainties and other factors affecting forward looking statements include, but are not limited to, the following:
 

 
•  Alcoa is, and the combined company will be, subject to cyclical fluctuations in London Metal Exchange primary aluminum prices, economic and business conditions

generally, and aluminum end-use markets;
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•  Alcoa’s operations consume, and the combined company’s operations will consume, substantial amounts of energy, and profitability may decline if energy costs rise or if

energy supplies are interrupted;
 

 •  The profitability of Alcoa and/or the combined company could be adversely affected by increases in the cost of raw materials;
 

 •  Union disputes and other employee relations issues could adversely affect Alcoa’s and/or the combined company’s financial results;
 

 •  Alcoa and/or the combined company may not be able to successfully implement its growth strategy;
 

 
•  Alcoa’s operations are, and the combined company’s operations will be, exposed to business and operational risks, changes in conditions and events beyond its control in

the countries in which it operates;
 

 
•  Alcoa is, and the combined company will be, exposed to fluctuations in foreign currency exchange rates and interest rates, as well as inflation and other economic factors in

the countries in which it operates;
 

 
•  Alcoa faces, and the combined company will face, significant price competition from other aluminum producers and end-use markets for Alcoa products that are highly

competitive;
 

 •  Alcoa and/or the combined company could be adversely affected by changes in the business or financial condition of a significant customer or customers;
 

 •  Alcoa and/or the combined company may not be able to successfully implement its productivity and cost-reduction initiatives;
 

 •  Alcoa and/or the combined company may not be able to successfully develop and implement new technology initiatives;
 

 
•  Alcoa is, and the combined company will be, subject to a broad range of environmental laws and regulations in the jurisdictions in which it operates and may be exposed to

substantial costs and liabilities associated with such laws;
 

 •  Alcoa’s smelting operations are expected to be affected by various regulations concerning greenhouse gas emissions;
 

 •  Alcoa and the combined company may be exposed to significant legal proceedings, investigations or changes in law; and
 

 •  Unexpected events may increase Alcoa’s and/or the combined company’s cost of doing business or disrupt Alcoa’s and/or the combined company’s operations.

See also the risk factors disclosed in Alcoa’s Annual Report on Form 10-K for the fiscal year ended December 31, 2006 and Quarterly Report on Form 10-Q for the quarter ended
March 31, 2007. Readers are cautioned not to put undue reliance on forward-looking statements. Alcoa disclaims any intent or obligation to update these forward-looking statements,
whether as a result of new information, future events or otherwise, except as may be required by applicable law.

WHERE TO FIND ADDITIONAL INFORMATION

In connection with the offer by Alcoa to purchase all of the issued and outstanding common shares of Alcan (the “Offer”), Alcoa has filed with the Securities and Exchange Commission
(the “SEC”) a registration statement on Form S-4 (the “Registration Statement”), which contains a prospectus relating to the Offer (the “Prospectus”), and a tender offer statement on
Schedule TO (the “Schedule TO”), each as amended. This communication is not a substitute for the Prospectus, the Registration Statement and the Schedule TO. ALCAN
SHAREHOLDERS AND OTHER INTERESTED PARTIES ARE URGED TO READ THESE DOCUMENTS, ALL OTHER APPLICABLE DOCUMENTS AND ANY
AMENDMENTS OR SUPPLEMENTS TO ANY SUCH DOCUMENTS WHEN THEY BECOME AVAILABLE, BECAUSE EACH CONTAINS OR WILL CONTAIN IMPORTANT
INFORMATION ABOUT ALCOA, ALCAN AND THE OFFER. Materials filed with the SEC are available electronically without charge at the SEC’s website, www.sec.gov. Materials
filed with the Canadian securities regulatory authorities (“CSRA”) are available electronically without charge at www.sedar.com. Materials filed with the SEC or the CSRA may also be
obtained without charge at Alcoa’s website, www.alcoa.com, or by directing a request to Alcoa’s investor relations department at (212) 836-2674. In addition, Alcan shareholders may
obtain free copies of such materials filed with the SEC or the CSRA by directing a written or oral request to the Information Agent for the Offer, MacKenzie Partners, Inc., toll-free at
(800) 322-2885 (English) or (888) 405-1217 (French).
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While the Offer is being made to all holders of Alcan Common Shares, this communication does not constitute an offer or a solicitation in any jurisdiction in which such offer or
solicitation is unlawful. The Offer is not being made in, nor will deposits be accepted in, any jurisdiction in which the making or acceptance thereof would not be in compliance with the
laws of such jurisdiction. However, Alcoa may, in its sole discretion, take such action as it may deem necessary to extend the Offer in any such jurisdiction.
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Forward Looking Statements
The information discussed on this call contains forward-looking
statements that involve future events and known and unknown
risks and uncertainties, including current expectations regarding
Alcoa’s future performance and the potential benefits of the
combination of Alcoa and Alcan.  Actual results may differ
materially from those discussed today in our presentation. 
Additional information concerning factors that may cause actual
results to differ can be found in Alcoa’s and Alcan’s respective
filings with the U.S. Securities and Exchange Commission and, in
Alcan’s case, the Canadian securities regulatory authorities. 
Lastly, certain portions of the discussion concerning the proposed
transaction are addressed in a registration statement which Alcoa
has filed with the SEC and the Canadian securities regulatory
authorities.  We urge you to read the registration statement
because it contains important information.
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2nd Quarter 2007 Financial Overview

– Income from continuing operations of $716m or
$0.81 per share

– Revenues of $8.1b

– Cash from operations of $1.35b

– Debt-to-cap at 29.4%

– Trailing four quarters ROC of 11.8%
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2nd Quarter 2007 Financial Overview
In Millions 1Q'07 2Q'07 Change

Sales $7,908 $8,066 $158

Cost of Goods Sold $6,007 $6,178 $171

   % of Sales 76.0% 76.6% 0.6 pts.

SG&A $357 $367 $10

   % of Sales 4.5% 4.5% 0.0 pts.

Restructuring and Other Charges $26 ($57) ($83)

Interest Expense $83 $86 $3

Other Income, Net ($44) ($60) ($16)

Effective Tax Rate 29.8% 30.0% 0.2 pts.

Minority Interests $115 $110 ($5)

GAAP Net Income $662 $715 $53
(Loss) Income from Discontinued Operations ($11) ($1) $10

GAAP Income From Continuing Operations $673 $716 $43
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1st Quarter vs. 2nd Quarter Comparison
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Increased volumes and favorable mix

Productivity increases

Improved Russia performance
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2nd Quarter 2007 Cash Flow Review
$ In Millions 2Q'06 2Q'07

Net Income $744 $715
DD&A 324 317
Change in Working Capital (399) 474
Other Adjustments 55 (116)
Pension Contributions (25) (41)

Cash From Operating Activities 699 1,349

Dividends to Shareholders (131) (149)
Change in Debt 191 172
Dividends to Minority Interests (85) (46)
Contributions from Minority Interests 40 103
Other Financing Activities (45) 192

Cash From Financing Activities (30) 272

Capital Expenditures (729) (891)
Other Investing Activities 44 5

Cash From Investing Activities ($685) ($886)
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Strong Performance Trends
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2007 Financial Targets
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Safety Performance
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Aluminum Consumption Growth Rates

Source:  Alcoa analysis
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Source:  Alcoa analysis

Supply / Demand Projections
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Source:  IAI and LME

Global Days of Consumption
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Momentum Builders Update
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The Momentum Continues
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Alcan Offer Update

– Synergies

– Growth Opportunities

– Commitment to Quebec and Canada

– Regulatory Approvals
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A Winning Strategic Combination

– Creates the premier fully integrated aluminum company

– Enhanced cash flow and $1 billion in annual synergies

– Significant scale to compete in a changing environment

– Optimized portfolio of upstream assets

– Enhanced capacity for growth

– Strong technology, operations and talent

– Shared values and commitment to sustainability
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Tony Thene
Director, Investor Relations

Alcoa
390 Park Avenue
New York, N.Y. 10022-4608
Telephone:  (212) 836-2674
Facsimile:  (212) 836-2813
www.alcoa.com

For Additional Information, Contact:
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Forward-Looking Statements
Certain statements and assumptions in this communication contain or are based on "forward-looking" information and involve
risks and uncertainties. Forward-looking statements may be identified by their use of words like "anticipates," "believes,"
"estimates," "expects," "hopes," "targets," "should," "will," "will likely result," "forecast," "outlook," "projects" or other words of
similar meaning. Such forward-looking information includes, without limitation, the statements as to the impact of the proposed
acquisition of Alcan on revenues, costs and earnings. Such forward- looking statements are subject to numerous assumptions,
uncertainties and risks, many of which are outside of Alcoa's control.  Accordingly, actual results and developments are likely to
differ, and may differ materially, from those expressed or implied by the forward-looking statements contained in this
communication. These risks and uncertainties include Alcoa's ability to successfully integrate the operations of Alcan; the
outcome of contingencies including litigation, environmental remediation, divestitures of businesses, and anticipated costs of
capital investments; general business and economic conditions; interest rates; the supply and demand for, deliveries of, and the
prices and price volatility of primary aluminum, fabricated aluminum, and alumina produced by Alcoa and Alcan; the timing of
the receipt of regulatory and governmental approvals necessary to complete the acquisition of Alcan and any undertakings
agreed to in connection with the receipt of such regulatory and governmental approvals; the timing of receipt of regulatory and
governmental approvals for Alcoa's and Alcan's development projects and other operations; the availability of financing to
refinance indebtedness incurred in connection with the acquisition of Alcan on reasonable terms;  the availability of financing for
Alcoa's and Alcan's development projects on reasonable terms; Alcoa's and Alcan's respective costs of production and their
respective production and productivity levels, as well as those of their competitors; energy costs; Alcoa's and Alcan's ability to
secure adequate transportation for their respective products, to procure mining equipment and operating supplies in sufficient
quantities and on a timely basis, and to attract and retain skilled staff; the impact of changes in foreign currency exchange rates
on Alcoa's and Alcan's costs and results, particularly the Canadian dollar, Euro, and Australian dollar, may affect profitability as
some important raw materials are purchased in other currencies, while products generally are sold in U.S. dollars; engineering
and construction timetables and capital costs for Alcoa's and Alcan's development and expansion projects; market competition;
tax benefits and tax rates; the outcome of negotiations with key customers; the resolution of environmental and other
proceedings or disputes; and Alcoa's and Alcan's ongoing relations with their respective employees and with their respective
business partners and joint venturers.
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Forward-Looking Statements
Additional risks, uncertainties and other factors affecting forward looking statements include, but are not limited to, the following:
•Alcoa is, and the combined company will be, subject to cyclical fluctuations in London Metal Exchange primary aluminum prices,
economic and business conditions generally, and aluminum end-use markets;
•Alcoa's operations consume, and the combined company's operations will consume, substantial amounts of energy, and
profitability may decline if energy costs rise or if energy supplies are interrupted;
•The profitability of Alcoa and/or the combined company could be adversely affected by increases in the cost of raw materials;
•Union disputes and other employee relations issues could adversely affect Alcoa's and/or the combined company's financial
results;
•Alcoa and/or the combined company may not be able to successfully implement its growth strategy;
•Alcoa's operations are, and the combined company's operations will be, exposed to business and operational risks, changes in
conditions and events beyond its control in the countries in which it operates;
•Alcoa is, and the combined company will be, exposed to fluctuations in foreign currency exchange rates and interest rates, as
well as inflation and other economic factors in the countries in which it operates;
•Alcoa faces, and the combined company will face, significant price competition from other aluminum producers and end-use
markets for Alcoa products that are highly competitive;
•Alcoa and/or the combined company could be adversely affected by changes in the business or financial condition of a significant
customer or customers;
•Alcoa and/or the combined company may not be able to successfully implement its productivity and cost-reduction initiatives;
•Alcoa and/or the combined company may not be able to successfully develop and implement new technology initiatives;
•Alcoa is, and the combined company will be, subject to a broad range of environmental laws and regulations in the jurisdictions in
which it operates and may be exposed to substantial costs and liabilities associated with such laws;
•Alcoa’s smelting operations are expected to be affected by various regulations concerning greenhouse gas emissions;
•Alcoa and the combined company may be exposed to significant legal proceedings, investigations or changes in law; and
•Unexpected events may increase Alcoa's and/or the combined company's cost of doing business or disrupt Alcoa's and/or the
combined company's operations.
See also the risk factors disclosed in Alcoa's Annual Report on Form 10-K for the fiscal year ended December 31, 2006 and
Quarterly Report on Form 10-Q for the quarter ended March 31, 2007.  Readers are cautioned not to put undue reliance on
forward-looking statements. Alcoa disclaims any intent or obligation to update these forward-looking statements, whether as a
result of new information, future events or otherwise, except as may be required by applicable law.
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In connection with the offer by Alcoa to purchase all of the issued and outstanding common shares of Alcan (the “Offer”), Alcoa
has filed with the Securities and Exchange Commission (the “SEC”) a registration statement on Form S-4 (the “Registration
Statement”), which contains a prospectus relating to the Offer (the “Prospectus”), and a tender offer statement on Schedule TO
(the “Schedule TO”), each as amended.  This communication is not a substitute for the Prospectus, the Registration Statement
and the Schedule TO.  ALCAN SHAREHOLDERS AND OTHER INTERESTED PARTIES ARE URGED TO READ THESE
DOCUMENTS, ALL OTHER APPLICABLE DOCUMENTS AND ANY AMENDMENTS OR SUPPLEMENTS TO ANY SUCH
DOCUMENTS WHEN THEY BECOME AVAILABLE, BECAUSE EACH CONTAINS OR WILL CONTAIN IMPORTANT
INFORMATION ABOUT ALCOA, ALCAN AND THE OFFER.  Materials filed with the SEC are available electronically without
charge at the SEC’s website, www.sec.gov. Materials filed with the Canadian securities regulatory authorities ("CSRA") are
available electronically without charge at www.sedar.com.  Materials filed with the SEC or the CSRA may also be obtained
without charge at Alcoa’s website, www.alcoa.com, or by directing a request to Alcoa’s investor relations department at (212)
836-2674.  In addition, Alcan shareholders may obtain free copies of such materials filed with the SEC or the CSRA by directing
a written or oral request to the Information Agent for the Offer, MacKenzie Partners, Inc., toll-free at (800) 322-2885 (English) or
(888) 405-1217 (French).

While the Offer is being made to all holders of Alcan Common Shares, this communication does not constitute an offer or a
solicitation in any jurisdiction in which such offer or solicitation is unlawful.  The Offer is not being made in, nor will deposits be
accepted in, any jurisdiction in which the making or acceptance thereof would not be in compliance with the laws of such
jurisdiction.  However, Alcoa may, in its sole discretion, take such action as it may deem necessary to extend the Offer in any
such jurisdiction.

Where to Find Additional Information
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(1) Certain amounts for the first and second quarter of 2006 have been reclassified to Other so that this line reflects only the impact of
LIFO.  Presenting the Impact of LIFO as a separate line in the Reconciliation of ATOI started in the third quarter of 2006.

Financial information for the first and second quarter of 2006 has been reclassified to reflect the movement of the home exteriors
business to discontinued operations in the third quarter of 2006.

Reconciliation of ATOI to
Consolidated Net Income

$     715$     662$  2,248$     359$     537$     744$     608Consolidated net income

(50)(10)10410(7)5150Other

(1)(11)87101(3)(5)(6)Discontinued operations

21(18)(379)  (386)26  (1)Restructuring and other charges

(101)(86)(317)(82)(64)(82)(89)Corporate expense

(110)(115)(436)(98)(109)(124)(105)Minority interests

(56)(54)(250)(61)(66)(63)(60)Interest expense

9115814231011Interest income

(16)(27)(170)(66)(19)(49)(36)Impact of LIFO (1)

Unallocated amounts (net of tax):

$  1,019$     972$  3,551$     927$     780$  1,000$     844Total segment ATOI

2Q071Q0720064Q063Q062Q061Q06
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Reconciliation of EBITDA Margin

Year ended
December 31,

2006

Six months
ended 

June 30,
2007

Year ended
December 31,

2006

Six months
ended 

June 30,
2007

Year ended
December 31,

2006

Six months
ended 

June 30,
2007

Flat-Rolled Products Extruded and End Products Engineered Solutions

After-tax operating income (ATOI) (1) $     255 $     155 $       60 $       80 $     331 $     198
Add: Income taxes        68        59        18        40        101        91
Less: Other income and (expenses), net (2)        (26)        (15)           2         16           (5)           (1)
Net margin      349      229      76      104      437      290
Add: Depreciation, depletion, and amortization        219       110       118         19        169          83
Earnings before interest, taxes, depreciation, and

amortization (EBITDA) (3) $     568 $     339 $     194 $     123 $     606 $     373

Third-party sales $  8,297 $  4,619 $  4,419 $  2,140 $  5,456 $  2,927
Intersegment sales        246        123          99         68            –            –
Total Sales $  8,543 $  4,742 $  4,518 $  2,208 $  5,456 $  2,927

EBITDA Margin (4) 6.6% 7.1% 4.3% 5.6% 11.1% 12.7%

(1) See Slide 34 for a reconciliation of segment ATOI to consolidated net income.
(2) Other income and (expenses), net, include equity income (loss), gain or loss on sale of assets, mark-to-market activities and other items.
(3) Alcoa’s definition of EBITDA is net margin plus depreciation, depletion, and amortization.  Net margin is equivalent to sales minus the following items: cost of goods sold; selling, general administrative, and

other expenses; and research and development expenses.
(4) EBITDA Margin is calculated by dividing EBITDA by Total Sales.
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Reconciliation of EBITDA Margin – P&C

Quarter
ended

June 30,
2006

Quarter
ended

June 30,
2007

Year ended 
December 31,

2006

Six months
ended 

June 30,
2007

Packaging and Consumer:
After-tax operating income (ATOI) (1) $       37 $       37 $       95 $       56
Add: Income taxes        9        17        33        24
Less: Other income and (expenses), net (2)            4           –           6           1
Net margin      42      54      122      79
Add: Depreciation, depletion, and amortization          31         30       124         60
Earnings before interest, taxes, depreciation, and

amortization (EBITDA) (3) $       73 $       84 $     246 $     139

Third-party sales $     834 $     837 $  3,235 $  1,573

EBITDA Margin (4) 8.8% 10.0% 7.6% 8.8%

(1) See Slide 34 for a reconciliation of segment ATOI to consolidated net income.
(2) Other income and (expenses), net, include equity income (loss), gain or loss on sale of assets, mark-to-market activities and other items.
(3) Alcoa’s definition of EBITDA is net margin plus depreciation, depletion, and amortization.  Net margin is equivalent to sales minus the following items: cost of goods sold; selling, general administrative, and

other expenses; and research and development expenses.
(4) EBITDA Margin is calculated by dividing EBITDA by Third-party Sales.
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48.951.551.7Days of Working Capital

$   8,066$   7,908$   7,797Sales

$   4,335$   4,524$   4,427Working Capital

2,6682,5702,536Less: Accounts payable, trade

3,6333,7803,820Add: Inventories

$   3,370$   3,314$   3,143Receivables from customers, less allowances

June 30,
2007

March 31,
2007

June 30,
2006 (a)

Quarter ended

Days of Working Capital = Working Capital divided by (Sales/number of days in the quarter)

(a) Certain financial information has been reclassified to reflect the movement of the home exteriors business to
discontinued operations and as held for sale in the third quarter of 2006, and the soft alloy extrusions business as held for
sale in the fourth quarter of 2006.

Days of Working Capital
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Reconciliation of Sales

(a) This amount represents the sales for the month of June 2007 related to Alcoa’s soft alloy extrusions business that was contributed
to the joint venture formed with Orkla ASA’s Sapa Group on June 1, 2007.

(b) Management believes that this measure is meaningful to investors because in prior quarters the revenue of the soft alloy extrusion
business was included for all three months.  Due to the completion of the joint venture with Sapa effective June 1, 2007, only two
months of sales were included in consolidated revenue.  The adjusted consolidated revenue measure provides an accurate
comparison to past quarters.

Quarter ended

(in billions)
June 30,

2007

Sales $   8.1

Add: sales of soft alloy extrusions operations (a) 0.2

Sales, including sales of soft alloy extrusions operations (b) $   8.3


