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Chairman’s Address

Don Morley, Chairman Next to Peter is John Marlay, our Executive Officer of BHP Steel.
Chief Executive Officer. John joined He is a member of the Audit
My name is Don Morley and as WMC in August last year as Alumina Committee and Chairman of the
Chairman | would like to welcome CEO-elect. He was previously Head Compensation and Nomination
you to this, the first annual of Strategy for RMC Group and Committees.
general meeting of the company Executive General Manager Business
as Alumina Limited and the 33rd Integration for Hanson. He has also This is a small, focused and
of the former WMC Limited. held senior management roles with effective board. It has both
Pioneer International, James Hardie extensive resources industry
As well as those shareholders Industries and Esso Australia. knowledge and broad general
here in Melbourne | would like to commercial experience.
welcome those joining us through To my immediate left is Stephen
the internet. Foster, Alumina Limited’s Company This afternoon | want to address
Secretary and General Counsel. three key areas:
As there is a quorum present, |
declare this meeting open. Next to Stephen is Mark Rayner, a 1. the financial performance for
non-executive director. Mark is a 2002 and the outlook for 2003;
| propose that the notice of Director of Boral and was 2. the governance procedures we
meeting, which was sent to previously Chairman of Mayne have in place to protect
shareholders in March, be taken Group, National Australia Bank shareholder interests; and
as read. and Pasminco. He spent much of 3. Alumina Limited’s objectives.
his career in the aluminium
The minutes from the last Annual industry in various operational and Our CEO, John Marlay, will then
General Meeting are available for executive positions. This give a review of our business and
any interested shareholder at the experience culminated in his role AWAC’s operational performance.
registration desk. as CEO of Comalco, a role which
he held for 11 years. He has an After this, there will be two
At the demerger meeting in extensive knowledge and resolutions for discussion.
November, shareholders elected understanding of the alumina
the new board for Alumina business in particular and the A New Company
Limited and those directors took resources industry in general.
office on 11 December, 2002. Mark is a member of the Let me begin by giving you some
Nomination and Compensation brief background on our new
Let me introduce them to you Committees, as well as Chairman company.
once again. of the Audit Committee.
Alumina Limited has quickly
On my far right is Peter Hay, a On my far left is Ron McNeilly, established itself as an
non-executive director. Peter is also a non-executive director. Ron independent public company with
Chief Executive Officer of the is Deputy Chairman of BHP Steel, a strong financial and operating
national law firm Freehills and a Chairman of Ausmelt, Director of track record. Alumina is the
Director of Pacifica Group GH Michell Holdings, Deputy world’s only major sole-purpose
Limited. Over the years, Peter Chairman of Worley Limited and alumina company.
has been a highly respected Chairman of the Melbourne
adviser to many of Australia’s Business School. Ron brings It owns 40 per cent of the world’s
leading corporations on a wide invaluable knowledge to the leading alumina business — Alcoa
range of legal and board, through his 40 years in the World Alumina and Chemicals
commercial matters. He is a resources industry. He has held a commonly known as AWAC,
member of the Audit, variety of executive positions along with our partner Alcoa.
Compensation and Nomination including Chief Operating Officer AWAC is the world’s largest
Committees. in BHP Minerals and Chief supplier of alumina with 25 per
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cent of the world’s alumina
production capacity.

As WMC Limited and now as
Alumina Limited, we have a 42-
year history of successful
partnership with Alcoa.

This partnership has created an
asset base of long-life bauxite
reserves; interests in eight
alumina refineries in six different
countries; a world leading cost
position; and first-class
management with a track record
for delivering results.

WMC’s demerger, which was
approved by shareholders in
November, separated these
alumina assets from the nickel,
copper and fertilizer businesses.

This created two new companies:

Alumina Limited and WMC
Resources.

The demerger was aimed to
ensure that shareholders would
receive full value for their WMC
interests in the event of a
takeover. Also, it was to enable
both companies to pursue
independent business
opportunities.

For Alumina Limited’s
shareholders there are four
benefits from demerger.

1. aclearer and more
transparent valuation of the
alumina business;

2. aninvestment solely in
AWAC, a business which
returns substantial dividends
and consistent growth;

3. a separate management
team focused on the
underlying business; and

4. choice and flexibility for
investors in managing their
portfolios to suit individual
risk and return profiles.

» Value today. Growth tomorrow.

2002 Performance

In 2002, Alumina delivered a
strong and robust performance.
After tax profit was $210 million
which was in line with the forecast
in the Demerger Scheme Booklet
of $218 million.

When compared with 2001, profit
was down 25 per cent as a result
of lower realised alumina and
aluminium prices and a stronger
Australian dollar. Even in a weak
market we still earned an
impressive 12 per cent return on
capital.

AWAC management improved
cash operating costs and
increased production which
partially offset the decline in
prices.

Alumina Limited received
dividends totalling $281million
from AWAC in 2002: $262 million
of these dividends were fully
franked.

Fully franked dividends of

18 cents were declared for 2002.
One of the new company’s key
commitments is to pay substantial
returns to shareholders and the
most recent dividend
demonstrates this commitment.
As far as practicable, we will pass
on 100 per cent of all fully franked
dividends to shareholders.

Outlook for 2003

Turning to the outlook for 2003.
Uncertainty and weakness in
world economic and metal
markets look set to continue with
no clear signs of recovery this
year.

These conditions affect
commodity prices and exchange

rates which are the major drivers
of resource industry profitability.
In 2003, the Australian US dollar
exchange rate has been higher,
and aluminium prices lower, than
the forecast assumptions used in
the Scheme Booklet.

Most forecasters expect primary
aluminium production worldwide
to continue to exceed
consumption in 2003, with a
consequent impact on aluminium
prices.

However, alumina consumption is
forecast in 2003 to be slightly in
excess of production.

We expect AWAC to achieve the
increase in alumina production in
2003 which was outlined in the
Scheme Booklet.

Higher energy prices increased
production costs in the first
quarter of this year. However, oil
prices have recently come back in
line with the assumptions used in
the Scheme Booklet.

Higher energy costs in the first
quarter and the early return to full
production at the Point Comfort
refinery will result in higher costs
in the first half of the year. These
increased costs are expected to
be offset during 2003 from the
alumina sold into the spot market,
and increased sales volumes from
Point Comfort. AWAC’s challenge
is to continue focusing on
production and cost management
to deliver the outcomes expected
by its owners.

Effective Corporate Governance

The subject of delivering
outcomes and shareholder
expectations brings me to Alumina
Limited’s approach to corporate
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governance. Practically,
corporate governance comes
down to managing a company
effectively for long-term
shareholder benefit. The best
way to do this is through an
active, competent and
experienced board and
management.

In introducing your directors |
referred to their extensive
resource industry knowledge and
broad commercial experience.
These are essential pre-
requisites for effectively
safeguarding shareholders’
interests and creating value. Your
directors also have the
independent judgement and
integrity necessary to serve
Alumina Limited well.

Your board believes that the
experienced and capable
executive team, headed by John
Marlay, has the necessary skills
and experience to manage this
company and contribute to
Alumina’s partnership with Alcoa.

We are very pleased with the
excellent relationship between
Alcoa management and
Alumina Limited which John
and his team have continued
to build on.

Effective corporate
governance systems and
procedures are key in aligning
management and strategy to
shareholder interests. We
believe the practices we have
in place compare well with
guidelines recently released
by the Australian Stock
Exchange.
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Alumina’s Objectives

We are committed to maximising
returns from this outstanding
business. We are focused on five
main objectives to deliver value

1. Active involvement in the
strategic management of
AWAC.

2. Maintaining AWAC'’s position
as leader in the global
alumina industry.

3. Growing AWAC through
planned and sustained
expansion.

4. Paying substantial dividends
to shareholders - fully franked
as far as practicable.

5. Ensuring AWAC's value is
fully recognised in Alumina
Limited’s share price.

John Marlay will give you more
detail on our strategy when he
speaks to you in a few minutes.

Building on a Strong
Foundation

Alumina Limited’s strong position
reflects the efforts of WMC
Limited’s Board over several
decades. It is the role of Alumina
Limited’s current directors and
management to build on this
foundation and to ensure that we
continue to generate capital
growth and substantial dividends
for shareholders.

| want to take this opportunity to
thank John and his team for their
enthusiasm and professionalism in

starting up this “new” company. It has

been an enormous effort and would
not have been possible without the

support of WMC Resources directors

and staff to whom we are most
grateful.

Now I'll hand over to John
Marlay, Alumina’s Chief
Executive Officer, who will
review AWAC operational
performance during the past
year and our business strategy.
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Growth tomorrow.

CEQO’s Report

John Marlay, Chief Executive
Officer

Good afternoon ladies and
gentlemen. It is a pleasure to
speak with you today about the
new Alumina Limited, our
operational performance in 2002,
and our future plans.

While Alumina Limited is very
young, only five months old, |
have no doubt that the company
will live up to shareholders’ high
expectations for dividend income
and growth. I'd like to briefly
explain why.

Alumina Limited has four main
strengths:

Firstly, the alumina industry is an
expanding global industry and is
the basis of world aluminium
production.

Secondly, our prime asset —
AWAC is the world’s largest
alumina producer, with 25 per
cent of world alumina production
capacity, through a global
network of refineries.

Thirdly, AWAC has a strong
ability to grow by expanding its
existing operations to maintain its
market position.

And finally, our 42-year
successful partnership with
Alcoa, the world’s leading
aluminium company, is a real
strength for Alumina Limited.

This relationship, together with
an expanding alumina industry
and AWAC'’s world-class

> Value today.

technology and management, will
generate significant value for
shareholders.

A Growing Industry

The first strength of our business
is AWAC's position in the growing
and developing alumina industry.
We believe the alumina business
is the most attractive part of the
aluminium industry, and AWAC'’s
brownfield expansion
opportunities will offer significantly
better returns than new greenfield
investments.

Increasing aluminium smelting
capacity in China and elsewhere
has resulted in an over-supply of
aluminium in the market and
continued high inventory levels.
Most forecasters expect primary
aluminium supply to exceed
demand to at least 2004. This
increase in aluminium production
translates directly into increased
demand for alumina.

World alumina consumption is
forecast to exceed production into
2004. Over the past ten years,
aluminium consumption has
increased by over 3 per cent a
year, growing faster than industrial
production.

Aluminium is light, strong, and
attractive. Its use in cars,
commercial vehicles, trains and
aircraft, increases fuel efficiency,
reduces energy consumption and
decreases greenhouse gas
emissions, due to its light weight.
Its conductivity and recycling
characteristics have led to its
popularity in food and drink
packaging. Aluminium’s strength,
corrosion resistance and attractive
look make it ideal for building
materials and construction.

Aluminium continues to be the
metal for the future, supporting the
positive outlook for alumina
growth worldwide.

Largest Producer

AWAC's leadership in the alumina
market is our second major
strength. AWAC is the world’s
largest and most successful
alumina producer. Its current
annual alumina production
capacity is more than 13 million
tonnes, which can supply 25 per
cent of the global market.

AWAC has a unique worldwide
network of refineries, located in
the United States, Brazil,
Suriname, Jamaica, Spain and
Australia. Four of these refineries
are among the lowest cost
operators in the world. This,
combined with AWAC's relentless
drive to lower cash operating
costs, proven technology and
disciplined approach to capital
expenditure make AWAC the
world’s most successful producer.

AWAC Growth

Our third strength is AWAC’s
capacity and ability to grow. As |
mentioned earlier the world
alumina market is growing
strongly. We anticipate that
AWAC can expand its production
to at least maintain its position in
an even larger worldwide market.

Within its existing operations
AWAC has identified more than
3 million tonnes of low-cost
alumina capacity that can be
developed in the future to meet
this market growth.
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These potential developments
include:

e large-scale expansions at
two of the Australian
refineries - Wagerup and
Pinjarra.

o further expansion at Jamalco;
and

e potential increased
production in Suriname and
Brazil.

All these investments are
brownfield expansions and are
targeted at AWAC's lower cost
refineries. Expanding AWAC'’s
existing operations is less costly,
produces better returns and has
less risk, compared to new
greenfield projects. Importantly,
these expansions can be timed to
meet market growth and match
customer demand.

This flexibility puts AWAC in an
excellent position to meet the
growing demand for alumina,
which includes the expanding
Chinese market

A major plank of our growth
strategy is to work closely with
Alcoa to maximise AWAC'’s
performance and ensure
sustained growth.

Strength of Partnership

This takes me to the strength
of the AWAC partnership.

We have the best partner in
this industry: Alcoa, the
founders and leaders in the
aluminium and alumina
industries. We have a close
working relationship that we
will continue to build on.
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Alumina Limited and Alcoa
executives participate on the
Strategic Council which
determines AWAC strategy,
investment decisions and dividend
policy.

Alumina Limited executives also
sit on the boards of AWAC’s two
main entities - Alcoa of Australia
and Alcoa World Alumina. These
boards ensure high standards of
business performance and
governance.

Alcoa are the operators of this
enterprise and their business
management skills, superior
technical capability and production
processes are embedded in the
Alcoa Business System. This
system matches production to
AWAC's customer demand as
well as continuously improving
operational efficiency.

2002 Operating Performance

These strengths can be seen in
AWAC'’s 2002 operating
performance and demonstrates
the ability of this business to
produce robust results, even in a
low-priced market.

Alumina production increased

3 per cent to 12.3 million tonnes
and aluminium production was up
1.5 per cent to 378,000 tonnes.

New production records were set
at the San Ciprian, Sao Luis,
Jamalco and Suralco refineries,
as well as the Portland smelter.
To meet increasing customer
demand, the Point Comfort
refinery in Texas also lifted
production in 2002.

Importantly, total costs were
maintained at the 2001 level, at the
same time as sales increased.
Tight capital discipline continued,
improving the cashflow available

to the AWAC partners as
dividends.

The Australian refinery operations
generate most of AWAC'’s
production, with low cash
operating costs, spanning the first
and second quartile.

In 2002, AWAC also successfully
strengthened the profitability of its
“Atlantic” operations. Here are
some examples: The
250,000-tonne expansion at the
Jamalco refinery in Jamaica will
increase annual capacity to

1.25 million tonnes by the end of
this year. In addition, the
Jamaican Government has
agreed to substantial reductions in
bauxite royalties.

These changes will see Jamalco
improve its cost position and lift its
profit contribution in the future.

In another strategic initiative,
AWAC and BHP Billiton
announced plans to expand their
joint-venture refinery in East
Suriname by a quarter of a million
tonnes to 2.2 million tonnes a
year. AWAC also announced
plans to investigate developing
new bauxite reserves in West
Suriname.

AWAC is a world leader in safe
and efficient production with a
clear goal of “zero injuries at
work”. In 2002, AWAC safety
performance further improved.
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Lost workdays, due to injury,
declined from 0.17 per
200,000 work hours to 0.14.

New safety records were
achieved at Jamalco, Suralco
and Portland. The Portland
smelter operated for 602 days -
that's almost two years - without
a lost work day due to injury.

AWAC'’s environmental
commitment is also world-class.
In 2002, further progress was
made in reducing waste and
emissions at all operations, and
to eliminate instances of
non-compliance.

A significant achievement in
Australia has been the reduction
of odour emissions at the
Wagerup refinery in Western
Australia with emission levels
now well below licence
requirements.

Meeting our Objectives

So, in summary our objectives
for generating value and
creating growth are focused
on the following:

o AWAC'’s strong market
position and low-cost
operations will underpin
continuing long-term
profitability.

e AWAC's ability to
participate in the
projected growth in the
global alumina market.
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e Our strategic partnership
with Alcoa jointly commits
us to developing the best
alumina business in the
world, and

e Alumina Limited delivering
strong dividends and
capital growth to
shareholders.

This is how we will fulfil our
commitments and meet your
expectations.

For more information on
Alumina Limited’s
Annual General Meeting,
visit our website at
www.aluminalimited.com
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