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Alumina Limited - ABN 85 004 820 419 

Financial Year ended 31 December 2013 ("Current Period") 

Results for Announcement to the Market 

  Change $US million 

Net profit from ordinary activities after tax attributable to members of 
Alumina Limited 

Up 101% 0.5 

Net profit for the period attributable to members of Alumina Limited 
(Refer Note below) 

Up 101% 0.5 

 

Dividends 

 Year ended       
31 Dec 2013 

Year ended  
31 Dec 2012 

Final dividend per share Nil Nil 

Franked amount per share  n/a n/a 

Interim dividend per share Nil Nil 

Franked amount per share  n/a n/a 

 

Note on Underlying Earnings within net profit/(loss) for the period 

The underlying earnings reconciliation is provided to enhance an understanding of the performance of the underlying operations during the 
reporting period. Calculation of the underlying earnings is undertaken on a consistent basis with previous years. 

Some Alcoa World Alumina and Chemicals (AWAC) long term purchase contracts include an aluminium price component in the energy 
price so that costs are partially linked to the price of aluminium. This results in an embedded derivative. The Company’s equity share in the 
fair value movement of embedded derivatives is included in the calculation of the profit/(loss) for the period. This is a non-cash entry and 
does not relate to operations during the reporting period, and accordingly is removed from net profit/(loss) after tax to arrive at underlying 
earnings.  

The impact of this item in the Company's result for the twelve months to 31 December 2013 has been to increase the net profit after tax by 
net US$3.2 million (2012: to decrease the net loss after tax by US$6.4 million) as shown in the following table. Net profit/(loss) after tax 
before this item is referred to as ‘Underlying Earnings’. 

 
 

 

 

Year ended  
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Net profit/(loss) for the period, after tax 0.5 (55.6) 

Non-operating non-cash items:   

Equity share of AWAC embedded derivatives (3.2) (6.4) 

Equity share of AWAC retirement obligations1 - - 

Underlying loss for the period, after tax (2.7) (62.0) 

Legal matters of Associate included in underlying loss2    16.5  34.0 

 

1 Refer to Note 1 for the details on Changes in accounting policy 

2 Alba Civil Settlement and Government Investigations are legal matters that commenced in February 2008 and were concluded in 
January 2014. The impact of these legal matters was reflected in AWAC’s performance as Alcoa Inc made progress in their resolution. 
Inclusion of these matters in AWAC’s performance has negatively impacted the Company’s result over a number of reporting periods. 
Refer to Note 3 and Note 12 for further details. 
 

This year-end report is to be read in conjunction with the most recent annual financial report. 
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Consolidated Statement of Profit or Loss and Other Comprehensive Income 

 
Year ended 
31 Dec 2013 

Year ended  
31 Dec 2012 

 US$ million US$ million 

Revenue from continuing operations  0.3 0.1 

Other Income 137.1 - 

General and administrative expenses (17.2) (19.0) 

Change in fair value of derivatives/foreign exchange gains 3.0 0.6 

Finance costs (25.3) (29.4) 

Share of net loss of associates accounted for using the equity method  (97.4) (7.5) 

Profit/(loss) before income tax 0.5 (55.2) 

Income tax expense from continuing operations - (0.4) 

Profit/(loss) for the year 0.5 (55.6) 

   

Other comprehensive income/(loss)   

Items that may be reclassified to profit or loss   

Share of reserve movements accounted for using the equity method 3.0 (0.9) 

Foreign exchange translation difference (373.1) (89.9) 

Items that will not be reclassified to profit or loss   

Re-measurements of retirement benefit obligations accounted for using the equity 
method 

67.7 (6.5) 

Other comprehensive loss for the year, net of tax (302.4) (97.3) 

Total comprehensive loss for the year attributable to the owners of Alumina 
Limited 

(301.9) (152.9) 

   

 

 

Earnings per share (EPS) 

 Year ended 
31 Dec 2013 

US cents 

Year ended 
31 Dec 2012 

US cents 

Basic EPS Positive 

0.02¢ 

Negative 

2.3¢ 

Diluted EPS Positive 

0.02¢ 

Negative 

2.3¢ 
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Consolidated Balance Sheet 

  
31 Dec 2013 
US$ million 

31 Dec 2012 
US$ million 

Current Assets   

 Cash and cash equivalents 24.0 10.1 

 Receivables  0.1 0.1 

 Other assets 23.7 4.9 

 Total current assets 47.8 15.1 

Non-current Assets   

 Investments accounted for using the equity method 2,798.9 3,296.1 

 Property, plant and equipment  0.2 0.2 

 Other assets 117.1 - 

 Total non-current assets 2,916.2 3,296.3 

 Total assets 2,964.0 3,311.4 

Current Liabilities   

 Payables 3.9 2.7 

 Interest bearing liabilities 50.6 52.0 

 Derivative financial instruments 6.4 4.6 

 Provisions  0.3 0.3 

 Other 0.2 0.2 

 Total current liabilities 61.4 59.8 

Non-current Liabilities   

 Interest bearing liabilities 108.6 622.5 

 Provisions  0.6 0.6 

 Total non-current liabilities 109.2 623.1 

 Total liabilities 170.6 682.9 

 Net assets 2,793.4 2,628.5 

Equity   

 Contributed equity 2,620.0 2,154.1 

 Treasury shares (1.3) (1.5) 

 Reserves (628.4) (259.0) 

 Retained profits 803.1 734.9 

 Total equity 2,793.4 2,628.5 
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Consolidated Statement of Changes in Equity 

 
Contributed 

Equity1 
US$ million 

         
Reserves 

US$ million 

Retained  
Profits 

US$ million 

               
Total 

US$ million 

Balance as at 1 January 2012 2,152.6 (168.8) 870.2 2,854.0 

Loss for the year - - (55.6) (55.6) 

Other comprehensive loss for the year - (90.8) (6.5) (97.3) 

Transactions with owners in their capacity as owners:     

Dividends declared - - (73.2) (73.2) 

Movement in share based payments reserve - 0.6 - 0.6 

Balance at 31 December 2012 2,152.6 (259.0) 734.9 2,628.5 

     

Balance as at 1 January 2013 2,152.6 (259.0) 734.9 2,628.5 

Profit for the year - - 0.5 0.5 

Other comprehensive (loss)/profit for the year - (370.1) 67.7 (302.4) 

Transactions with owners in their capacity as owners:     

Contributions of equity, net of transaction costs after tax 465.9 - - 465.9 

Movement in treasury shares 0.2 - - 0.2 

Movement in share based payments reserve - 0.7 - 0.7 

Balance at 31 December 2013 2,618.7 (628.4) 803.1 2,793.4 

 

1 Treasury shares have been deducted from contributed equity. 
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Consolidated Statement of Cash Flows 

  
Year ended 
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Cash Flows Related to Operating Activities   

 Payments to suppliers and employees (inclusive of goods and service tax) (14.7) (18.9) 

 GST refund received 0.6 0.8 

 Dividends received from associates 100.0 86.0 

 Distributions received from associates 7.3 9.1 

 Interest received 0.3 0.1 

 Finance costs (25.5) (28.2) 

 Other (0.5) (0.3) 

 Net cash inflow from operating activities 67.5 48.6 

Cash Flows Related to Investing Activities   

 Payments for investment in associates (12.0) (171.0) 

 Proceeds from return of invested capital 3.0 - 

 Net cash outflow from investing activities (9.0) (171.0) 

Cash Flows Related to Financing Activities   

 Proceeds from borrowings 70.0 240.0 

 Repayment of borrowings (581.4) (52.5) 

 Proceeds from share issue 467.2 - 

 Share issue transaction costs (1.3) - 

 Dividends paid - (73.2) 

 Net cash inflow/(outflow) from financing activities (45.5) 114.3 

Net Increase/(Decrease) in Cash and cash equivalents 13.0 (8.1) 

 Cash and cash equivalents at the beginning of the reporting period 10.1 19.0 

 Effects of exchange rate changes on cash and cash equivalents 0.9 (0.8) 

 Cash and cash equivalents at the end of the reporting period 24.0 10.1 
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1. Basis of Preparation 

This consolidated financial report for the year ended 31 December 2013 has been prepared in accordance with the Australian Stock 
Exchange Listing Rules as they relate to Appendix 4E and in accordance with Accounting Standards, other authoritative 
pronouncements of the Australian Accounting Standards Board, and the Corporations Act 2001.  

This consolidated financial report does not include all the notes of the type normally included in an annual financial report. 
Accordingly, this report is to be read in conjunction with the annual report for the year ended 31 December 2012 and any public 
announcements made by Alumina Limited during the reporting period in accordance with the continuous disclosure requirements of 
the Corporations Act 2001. 

The accounting policies adopted are consistent with those of the previous financial year except as set out below. 

Changes in accounting policy 

Employee benefits 

The adoption of the revised AASB 119 Employee Benefits resulted in two changes to the entity’s accounting policy which affected 
items recognised in the financial statements: 

 Recognition of actuarial gains and losses (re-measurements). ‘Actuarial gains and losses’ are renamed ‘re-measurements’ 
and will be recognised immediately in other comprehensive income (“OCI”). Re-measurements recognised in OCI will not be 
recycled through profit or loss in subsequent periods. The revised standard does not mandate where re-measurements must be 
presented in equity. Alumina Limited has previously chosen to recognise actuarial gains and losses in profit or loss. On adoption of 
the revised standard, Alumina Limited has recognised re-measurements in other comprehensive income and these re-
measurements continue to be presented in retained earnings. 

 Measurement of pension expense. Annual expense for a funded benefit plan will include net interest expense or income, 
calculated by applying the discount rate to the net defined benefit asset or liability. This will replace the finance charge and expected 
return on plan assets. There will be no change in the discount rate, which remains a high quality corporate bond rate where there is a 
deep market in such bonds, and a government bond rate in other markets.  

The revised standard is applied retrospectively. Adjustments to the retirement benefits obligations have been recognised in the 
consolidated statement of profit or loss and other comprehensive income for the prior period as outlined in the table below. There is 
no change to the amounts previously recognised in the consolidated balance sheet. 

 
Year ended 
31 Dec 2012 
US$ million 

Increase/ 
(Decrease) 
US$ million 

Year ended 
31 Dec 2012 
(Restated)  
US$ million 

Income statement (extract)    

Share of net (loss)/profit of associates 
accounted for using the equity method 

(14.0) 6.5 (7.5) 

Other comprehensive income (extract)    

Re-measurements of retirement benefit 
obligations accounted for using the equity 
method  

- (6.5) (6.5) 

Basic EPS Negative 2.5¢ Increase 0.2¢ Negative 2.3¢ 

Diluted EPS Negative 2.5¢ Increase 0.2¢ Negative 2.3¢ 

 

The revised standard has also changed the accounting policy for the Group’s annual leave obligations.  As the Company expects all 
annual leave to be taken within 12 months of the respective service being provided, annual leave obligations are classified as short 
term employee benefits in their entirety.  Therefore, the change had no impact on the financial statements. 
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2. Reconciliation of Cash 

 31 Dec 2013 
US$ million 

31 Dec 2012 
US$ million 

Reconciliation of cash at the end of the reporting period (as shown in the consolidated 
statement of cash flows) to the related items in the accounts is as follows: 

  

Cash on hand and at bank 4.0 3.1 

Money market deposits (with maturity on investment three months or less) 20.0 7.0 

Total cash and cash equivalents at the end of the reporting period  24.0 10.1 

3. Other Income 

Allocation of Alba settlement terms and related transactions 
 
As previously disclosed, in September 2012, Alcoa Inc and Alumina Limited had entered into an agreement that the cash costs (including 
legal fees) of settlement of the Department of Justice (DoJ) and Securities & Exchange Commission (SEC) investigations, as well as the 
$85 million civil settlement with Alba reached in October 2012 recorded in the accounts of Alcoa World Alumina LLC (AWA), will be 
adjusted to ensure that 85% will be allocated to Alcoa Inc and 15% to Alumina Limited (should settlements be reached on the regulatory 
investigations, as described above). AWA is a company within Alcoa World Alumina and Chemicals (AWAC). 

The agreement between Alcoa Inc and Alumina Limited also provides that Alumina Limited will not provide any funding to AWA LLC for its 
share of the payments. 

With the DoJ and SEC settlements having been reached (Refer Note 12 for further details), the allocation provisions of the above 
agreement became applicable. After equity accounting for $153.6 million (40%) of 2013 Alba related charges, Alumina Limited further 
recognised $137.1 million (representing 25% of the total Alba settlement payments and costs) as other assets with the corresponding 
credit recognised in the Statement of Profit or Loss as other income, thus reflecting the allocation agreement’s provisions.  

Alumina Limited is evaluating with Alcoa Inc the structural options (including the form and timing) for the recovery of the other assets, 
recognised under the provisions of the allocation agreement. Alumina Limited expects approximately $20 million of the assets to be 
recovered during 2014 and has classified this amount as current assets.  

The tax impact in relation to the other income recognised by Alumina Limited under the allocation agreement’s provisions will depend on 
the form of the assets recovery and cannot be reliably measured at this stage.   

 

4. Consolidated Retained Profits 

 
Year ended  
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Retained profits at the beginning of the reporting period  734.9 870.2 

Net profit/(loss) attributable to members of Alumina Limited  0.5 (55.6) 

Re-measurements of retirement benefit obligations accounted for using the equity 
method1 

67.7 (6.5) 

Dividends paid  - (73.2) 

Retained profits at the end of the reporting period 803.1 734.9 

1 Refer to Note 1 for the details on Changes in accounting policy 
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5. Income Tax 

 Year ended 
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Profit/(loss) from ordinary activities before income tax 0.5 (55.2) 

Prima facie tax (expense)/credit for the period at the rate of 30% (0.2) 16.5 

The following items caused the total charge for income tax to vary from the above:   

Share of equity accounted (profit)/loss not assessable for tax 97.4 7.5 

Foreign income subject to accruals tax 1.7 1.5 

Share of Partnership income assessable for tax 7.3 9.1 

Timing differences not recognised (2.3) (0.1) 

Tax losses not recognised 30.8 36.8 

Non-deductible expenses 1.7 2.3 

Previously unrecognised tax losses now recouped to reduce current tax expense - (0.5) 

Net movement 136.6 56.6 

Consequent increase in charge for income tax (40.9) (16.9) 

Charge not recognised as cannot yet be reliably measured1 41.1 - 

Aggregate income tax expense for the reporting period  - (0.4) 

1 Relates to the tax impact in relation to the other income of $137.1 million recognised by Alumina Limited under the allocation agreement’s provisions. For further 
details refer Note 3. 

6. Contributed Equity 

 
Year ended  
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Ordinary share capital issued and fully paid   

Balance brought forward 2,154.1 2,154.1 

Shares issued 467.2 - 

Less: Transaction costs on share issue  (1.3) - 

Total issued capital 2,620.0 2,154.1 

 

 

 
Number of 

shares 
Number of 

shares 

Movements in Share Capital   

Opening number of shares 2,440,196,187 2,440,196,187 

Movement for the period 366,029,428 - 

Total issued capital 2,806,225,615 2,440,196,187 

 

On 14 February 2013, CITIC Resources Australia Pty Ltd and Bestbuy Overseas Co., Ltd unconditionally subscribed, in aggregate, 
for 366,029,428 fully paid ordinary shares in Alumina limited, being 15% of Alumina Limited’s then current capital base, representing 
13.04% of Alumina Limited’s capital base following completion (the “Placement”). 

The Placement raised approximately A$452 million based on an issue price of A$1.235 per share, which reflected a premium of 
approximately 3% to the closing price of Alumina Limited shares on 13 February 2013 and a premium of 11% to the volume 
weighted average price of Alumina limited shares for the 30 day period ending 13 February 2013. 
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7. Earnings Per Share (EPS) 

 Year ended 
31 Dec 2013 

Year ended 
31 Dec 2012 

Profit/(loss) attributable to the ordinary equity holders of the Company used in 
calculation of basic and diluted EPS (US$ million) 

0.5 

 

(55.6) 

Weighted average number of ordinary shares used as the denominator in the 
calculation of basic and diluted EPS1 

2,760,518,829 2,439,526,913 

Basic EPS (US cents) Positive 0.02 Negative 2.3 

Diluted EPS (US cents) Positive 0.02 Negative 2.3 

1 The Total Shareholder Return (TSR) hurdles were partially met for the Performance Rights granted in January 2010 resulting in 
35 per cent of total performance right allocation vesting. Therefore, number of treasury shares has decreased, which resulted in 
increase of weighted average number of ordinary shares used as denominator in the EPS calculation. 

8. Net Tangible Asset Backing Per Security 

 31 Dec 2013 31 Dec 2012 

Net assets (US$ million) 2,793.4 2,628.5 

Less equity accounted intangible assets:   

Goodwill (US$ million) 175.8 175.8 

Mineral rights and bauxite assets net of deferred tax liabilities (US$ million) 76.8 78.2 

Net tangible assets (US$ million) 2,540.8 2,374.5 

Number of issued ordinary shares (including treasury shares) 2,806,225,615 2,440,196,187 

Net tangible asset backing per ordinary security (US$) 0.91 0.97 

9. Dividends 

Since the year end the Directors have determined that no final dividend will be paid for the year ended 31 December 2013. The 
Board will continue to review the dividend at each half-year in light of current and expected business conditions. Directors have 
continued the suspension of the Company’s Dividend Reinvestment Plan. 

The franking account balance, which is maintained in Australian dollars, was A$409.1 million as at 31 December 2013 
(A$364.1 million as at 31 December 2012). 

 

 

a) Dividend Per Share During the Year 

 

Year ended 
31 Dec 2013 

US cents 

Year ended 
31 Dec 2012 

US cents 

Final dividend per share   

Amount per share Nil   3¢1 

Franked amount per share at 30% tax rate  n/a   3¢1 

 

b) Dividend Paid on All Shares During the Year 

 Year ended 
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Final dividend paid on ordinary shares  - 73.21 

Interim dividend paid on ordinary shares - - 

Total - 73.2 

1Relates to final dividend declared for 2011 
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10. Material Interests in Entities which are Not Controlled Entities 

Alumina Limited has an interest in the following entities forming AWAC: 

 Ownership Interest Held (%) 

 31 Dec 2013 31 Dec 2012 

Alcoa of Australia Limited 40 40 

Alcoa World Alumina LLC 40 40 

Alumina Espanola S.A. 40 40 

Alcoa World Alumina Brasil Ltda. 40 40 

AWA Saudi Ltda. 40 40 

Enterprise Partnership  40 40 

11. Details of Entities Over Which Control Has Been Lost or Gained 

 There was no loss or gain of control for the year ended 31 December 2013. 

12. AWAC contribution to net profit of Alumina Limited and Controlled Entities 

   

 Year ended 
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Loss from ordinary activities before income tax1 (73.3) (55.0) 

Income tax (expense)/benefit on ordinary activities (24.1) 47.5 

Equity share of net loss (97.4) (7.5) 

Dividends received by Alumina Limited (100.0) (86.0) 

Distributions received by Alumina Limited (7.3) (9.1) 

Surplus of dividends/distributions received over equity share of profits  (204.7) (102.6) 

1 The loss for the twelve months to 31 December 2013 includes a charge of $153.6 million ($34.0 million for the year ended 
31 December 2012) in relation to the Alba Civil Settlement and Government Investigations.  Refer further details in Note 3. 

 

Legal Matters of Associate relating to Alba Civil Settlement and Government Investigations 

Alba Proceeding 

The Alba Proceeding was settled in relation to Alcoa Inc and AWA LLC in October 2012, without any admission of liability, by a 
cash settlement payment of US$85 million, to be paid by AWA LLC in two equal instalments by the first anniversary of the 
settlement.  Based on the settlement agreement with Alba, AWA LLC recorded a charge of $85 million in 2012 in respect of the 
Alba Proceeding.  In addition, AWA LLC entered into a long term alumina supply agreement with Alba.    

Resolution of U.S. Government Investigations relating to Alba Proceeding 

On 9 January 2014, Alcoa Inc announced the resolution of the investigations by the US Department of Justice (DoJ) and the 
US Securities and Exchange Commission (SEC) regarding certain legacy alumina contracts with Aluminium Bahrain BSC (Alba). 
 
The settlement with the DoJ was reached with Alcoa World Alumina LLC (AWA).  AWA is a company within Alcoa World Alumina 
and Chemicals (AWAC).  As part of the DoJ resolution, AWA will pay a total of $223 million, including a fine of $209 million payable 
in five equal instalments over four years.  The first instalment of $41.8 million, plus a one-time administrative forfeiture of 
$14 million, will be paid in the first quarter of 2014, and the remaining instalments of $41.8 million each will be paid in the first 
quarters of 2015-2018.  
 
Alcoa Inc settled civil charges filed by the SEC in an administrative proceeding relating to the anti-bribery, internal controls, and 
books and records provisions of the Foreign Corruption Practices Act.  Under the terms of the settlement with the SEC, Alcoa Inc 
agreed to a settlement amount of $175 million, but will be given credit for the $14 million one-time forfeiture payment, which is part 
of the DoJ resolution, resulting in a total cash payment to the SEC of $161 million payable in five equal instalments over four years.  
The first instalment of $32.2 million will be paid to the SEC in the first quarter of 2014, and the remaining instalments of 
$32.2 million each will be paid in the first quarters of 2015-2018. 
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13. Financing Facilities 

 Year ended 
31 Dec 2013 
US$ million 

Year ended 
31 Dec 2012 
US$ million 

Total available facilities  179.2 929.5 

Undrawn at end of reporting period 20.0 255.0 

Drawn at end of reporting period 159.2 674.5 

Total committed facilities 479.2 929.5 

 

In December 2013, Alumina Limited established a new US$300 million syndicated bank facility with tranches of two and four years 
and cancelled several bilateral and syndicated bank facilities which were surplus to requirements. The new syndicated facility was 
fully committed as at 31 December 2013 and became available to draw funds on 30 January 2014 following satisfaction of all 
conditions precedent. 

Available funding facilities at 31 December 2013 were a bilateral bank facility and a development bank loan. The bilateral bank 
facility is available in US dollars. The development bank loan is fully drawn in US dollars and Brazilian Reais and amortises at 
approximately $51 million per annum. Funding facilities in currencies other than US dollars have been converted to US dollar 
equivalents at period end exchange rates. Excluding development bank loan amortisation, there is no debt maturing in 2014. 

14. Segment Information 

Alumina Limited's primary assets are its 40 per cent interest in the series of operating entities forming AWAC. Alumina Limited has 
one reportable segment, namely the investment in the alumina/aluminium business through its equity interest in AWAC.  Alumina 
Limited participates in AWAC through the Strategic Council, which consists of three members appointed by Alcoa Inc and two 
members appointed by Alumina Limited.  Operational decisions are made by Alcoa Inc.  

15. Events Occurring After the Balance Sheet Date 

On 9 January 2014, Alcoa Inc announced the resolution of the investigations by the US Department of Justice (DoJ) and the 
US Securities and Exchange Commission (SEC) regarding certain legacy alumina contracts with Aluminium Bahrain BSC (Alba).  
Refer further details in Note 3 and Note 12. 

On 6 February 2014, Alumina Limited announced its intention to delist from the NYSE. 

On 18 February 2014 Alcoa Inc announced the permanent closure of Alcoa World Alumina & Chemicals’ (AWAC) Point Henry 
aluminium smelter. AWAC is 60% owned and managed by Alcoa Inc and 40% owned by Alumina Limited. Total AWAC restructuring 
related charges associated with the closure of the Point Henry smelter are expected to be approximately $250m after tax. AWAC’s 
cash costs after tax during 2014 in respect of the closure are expected to total approximately $50m.  Further after tax cash costs of 
approximately $70m are expected to be incurred by AWAC in later years. The announcement also notes that the AWAC Anglesea 
coal mine and power station, which supplies approximately 40% of the power needs for the Point Henry smelter, has the potential to 
operate as a standalone facility after the smelter closes.  Alcoa of Australia Limited will actively seek a buyer for the facility.   

 

  

http://www.aluminalimited.com/uploads/ASX-announcement-2014-06-NYSE-Delisting_1.pdf
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Compliance Statement 

1. This financial report has been prepared in accordance with Australian Accounting Standards, other 
authoritative pronouncements of the Australian Accounting Standards Board and the Corporations Act 
2001. 

2. This report gives a true and fair view of the matters disclosed. 

3. This report is based on accounts which are in the process of being audited. 

4. Alumina Limited has a formally constituted Audit Committee. 

5. In the directors’ opinion, there are reasonable grounds to believe that the Company will be able to pay its 
debts as and when they become due and payable. 

 

 

 

 

Peter Wasow 

Director 

 

Melbourne  

20 February 2014 
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Alumina Limited Highlights  

Net profit after tax 

 $0.5 million profit compared to $55.6 million loss in 2012. 

 Lower general, administrative and finance costs. 

Improvement in Underlying Earnings 

 $2.7 million underlying loss compared to $62.0 million 
underlying loss in 2012. Underlying earnings excludes the 
$3.2 million equity share of the fair value movement in 
AWAC’s embedded derivatives ($6.4 million in 2012). 

 Included in underlying earnings is a charge of 
$16.5 million ($34.0 million in 2012) in relation to the Alba 
Civil Settlement and Government Investigations. 

Balance Sheet Strengthened 

 Net debt reduced to $135.2 million. 

 Gearing reduced to 4.6% compared to 20.1% as at 
31 December 2012. 

Received AWAC Dividends and Distributions 

 $100.0 million of fully franked dividends and $7.3 million 
of distributions compared to $86.0 million of dividends 
and $9.1 million of distributions in 2012. 

AWAC Highlights (US GAAP) 

Improvement in EBITDA 

 $232.4 million EBITDA increase (excluding impact of the 
Alba Proceeding and Government investigations) 
compared to 2012. 

 $45 alumina EBITDA per tonne produced in 2013 
compared to $31 per tonne in 2012. 

Conversion to spot or alumina based pricing delivering 
benefits 

 Approximately 54% of third party smelter grade alumina 
shipments were priced on spot or alumina indexed basis 
compared to approximately 35% for 2012. 

 Revenue per tonne from alumina sales priced by 
reference to indices and spot continued to be higher than 
legacy LME-linked contracts. 

Continued Productivity Gains and Strong Cost Control 

 The cash cost of alumina production per tonne decreased 
by 5.5% compared to the corresponding period. 

 Despite increase in alumina production by 0.2mt, total 
cost of goods sold and operating expenses declined by 
$195.9 million compared to 2012 reflecting the benefit of 
stronger US dollar, productivity initiatives and cost control. 

Improvement in Free Cash Flow 

 $310.3 million compared to ($133.4) million in 2012. 

 Mainly reflects improved operating performance and 
working capital management. 

 

Alumina Limited Key Financials  

  2013 2012 

   

Net profit/(loss) after tax US$m 0.5 (55.6) 

Underlying loss
 
US$m

1
 (2.7) (62.0) 

Legal matters of Associate 
included in underlying 
profit/(loss) US$m

2
 

 

 

16.5 

 

 

34.0 

Average AUD/USD 0.97 1.04 

Average 3-month LME aluminium 
price US$ per tonne

3
 

1,887 2,052 

Average alumina price US$ per 
tonne

4
 

327 317 

Net Debt US$m
 

135.2 664.4 

Gearing
5
  4.6% 20.1% 

EPS (US cps) 0.02 (2.3) 

Underlying EPS (US cps) (0.1) (2.5) 

Return on Equity (ROE)
6
 0.02% (2.0)% 

ROE based on underlying 
earnings 

(0.1)% (2.2)% 

Total dividend declared Nil Nil 

    

 

Definitions and Notes 

1 
Underlying earnings are calculated by excluding the impact of fair 
value movements for embedded derivatives contained in AWAC 
energy contracts that are linked to the LME price of aluminium. 
Calculation of underlying earnings is undertaken on a consistent 
basis with previous years. 

2
  Alba Civil Settlement and Government Investigations are legal 
matters that commenced in February 2008 and were concluded in 
January 2014. The impact of these legal matters was reflected in 
AWAC’s performance as Alcoa Inc made progress in their 
resolution. Inclusion of these matters in AWAC’s performance has 
negatively impacted the Company’s result over a number of 
reporting periods. Refer to Note 3 and Note 12 for further details. 

3
  Pricing data sourced from Thomson Reuters. 

4
  Based on Platts index, FOB Australia average one month lag (Dec 
to Nov year). 

5  
Calculated as (debt - cash) / (debt + equity).  

6
  Calculated as net profit/(loss) after tax / average net assets. 
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AWAC Business Review (US GAAP) 
Mining 

AWAC owns, or partly owns, bauxite mines operating in five 
countries, meeting the production needs of the AWAC 
refineries. 

Mine costs per tonne were generally lower than 2012 levels, 
with the exception of Australia and Suriname.  Costs 
increases in Suriname were associated with a new mining 
site. 

Work continued on moving the crusher facility at the Huntly 
mine in Australia, which increased costs during 2013.  This is 
a significant project to improve mine productivity, occurring 
every eight to ten years and is expected to be completed by 
the mid-2015. 

Refining 

Production of alumina increased by 0.2 million tonnes to 
15.8 million tonnes in 2013.  The Point Comfort refinery 
contributed most of this growth reflecting its improved stability. 

Alumina shipments were 16.1 million tonnes in 2013, 
0.5 million tonnes higher than 2012 largely as a result of a 
catch up on delayed December 2012 shipments, increased 
production and a reduction of historical levels of inventory. 

Approximately 54% of third party smelter grade alumina 
shipments were priced on spot or alumina indexed basis in 
2013 compared to approximately 35% for 2012.  

Revenue per tonne from smelter grade alumina sales priced 
by reference to indices and spot continued to be higher than 
the legacy LME-linked contracts.  The average three-month 
LME aluminium price, determined on a two-month lag basis, 
declined by 6% compared to 2012 whereas average alumina 
price index FOB Australia (one-month lag) increased by 3%.  

The net result was that average realised alumina prices were 
marginally lower than 2012.  

EBITDA margin was $45 per tonne produced in 2013, higher 
than in 2012 by $14 per tonne. Increased margins were a 
result of lower production costs and higher shipments.  The 
cash cost per tonne of alumina produced declined 
continuously during 2013, resulting in 2013 average cash cost 
per tonne decreasing by 5.5% from the 2012 average.  The 
decrease reflects productivity initiatives and efforts to create 
more stable operating conditions to avoid costs associated 
with production disruptions.  In addition, the Australian dollar 
and Brazilian Reais weakened against the US dollar, providing 
significant currency benefits. 

Ma’aden Investment 

The AWAC (25.1%) and Saudi Arabian Mining Company 
(74.9%) joint venture (“Ma’aden”) was created for the 
construction of a 4.0 million tonnes per annum capacity mine 
and a 1.8 million tonnes per annum capacity refinery at 
Ras Al Khair in Saudi Arabia.  This is AWAC’s major growth 
project which will assist AWAC in further reducing its low 
refinery cash cost position, and is due to come on stream in 
the fourth quarter of 2014.  

As at December 2013, the refinery is approximately 77% 
complete and the mine is approximately 52% complete. 

During 2013, Alumina Limited contributed $12 million of equity 
capital to the joint venture and received $3 million as a return 
of equity. 

AWAC Production and Shipments 

  2013 2012 

Alumina production 15.8mt 15.6mt 

Aluminium production 354kt 358kt 

Alumina shipments 16.1mt 15.6mt 

 

AWAC Profit and Loss (US GAAP) 

  2013 2012 

 US$m US$m 

Sales revenue 3,770.8 3,645.0 

Related party revenue 2,113.8 2,170.3 

Total Revenue 5,884.6 5,815.3 

   

COGS and operating expenses (5,088.9) (5,284.8) 

Selling, Admin, R&D  (123.1) (132.9) 

Net interest (6.9) (2.2) 

Depreciation and Amortisation (447.1) (478.9) 

Restructuring & Other (403.7) (62.1) 

Total Expenses (6,069.7) (5,960.9) 

Loss before tax (185.1) (145.6) 

Income tax
 
(charge)/credit (63.6) 53.7 

Net loss after tax (248.7) (91.9) 

EBITDA
1
 268.9 335.5 

 

1  Earnings before interest, tax, depreciation and amortisation 
consistent with previous periods. 

Smelting  

AWAC produces aluminium at two smelters in Australia.  

The Anglesea power station (owned by Alcoa of Australia) 
provides approximately 40% of the electricity needs for the 
Point Henry smelter.  Statutory maintenance of the power 
station is required every four years and occurred during 2013.  
The maintenance costs incurred and additional standby power 
consumed at Point Henry had a $32 million negative impact 
on 2013 AWAC’s results on a pre-tax basis. 

Production of approximately 354,000 tonnes in 2013 was 
lower compared to 2012, largely due to the Anglesea power 
station maintenance.  

On 18 February 2014 Alcoa Inc announced the permanent 
closure of the Point Henry aluminium smelter. For further 
details refer Note 15.  

One-off and Significant Items 

The 2013 AWAC’s US GAAP loss included the following 
one-off and significant pre-tax items: 

 $384 million charge in relation to the Alba legal matter 

 $32 million relating to the statutory maintenance and 
shutdown at the Anglesea power station that occurs every 
four years 

 $30 million impairment of goodwill relating to the 
acquisition of Eastern Aluminium Ltd 

 $13 million loss due to asset write-offs 
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AWAC Cash Flow (US GAAP) 

Cash from operations increased to $632.9 million compared to 
$241.9 million in 2012, due to improved operating 
performance and working capital management, despite higher 
expenditure relating to mining and the Anglesea power station 
maintenance. 

Capital expenditure totalled $322.6 million, 14.0% lower than 
2012. 

Sustaining capital expenditure was $293.1 million, the majority 
of which was incurred in Australia.  The Australian expenditure 
included the relocation of the crusher facilities at the Huntly 
mine. 

Growth capital expenditure mainly related to completion works 
of the Juruti mine infrastructure in Brazil. 

Equity contributions to the Ma’aden mine and refinery joint 
venture in Saudi Arabia are not included in the growth capital 
expenditure.  

 

AWAC Balance Sheet (US GAAP) 

AWAC improved its cash holdings mainly through increased 
cash from operations predominately in Australia and Brazil. 

Property, Plant and Equipment decreased mainly due to the 
strengthening US dollar against the Australian dollar and 
Brazilian Reais. 

AWAC continued to operate with minimal borrowings.  

 

GAAP Adjustments 

The AWAC results are adjusted for differences between 
US GAAP and Australian Accounting Standards prior to 
incorporation into the Alumina Limited’s results.  The total 
adjustments amounted to a reduction of approximately 
$5 million to AWAC’s loss after tax. 

The main adjustments for 2013 were: 

 recognition of $2.1 million Brazil deferred tax expense 
adjustment 

 recognition of $7.7 million after tax for asset retirement 
obligations 

 recognition of fair value adjustment of $16.5 million for 
embedded derivatives 

 reversal of $30.2 million of goodwill impairment  relating 
to the pre-IFRS acquisition of Eastern Aluminium Ltd 

 

Alumina Limited’s results include 40% of these adjustments. 

 

 

AWAC Cash Flow (US GAAP) 

  2013 2012 

  US$m US$m 

Net loss (248.7) (91.9) 

Depreciation 447.1 478.9 

(Increase) decrease in receivables (93.2) 80.6 

Decrease (increase) in inventories 78.6 (22.0) 

(Decrease) increase in accounts 
payable 

 

(1.4) 

 

42.2 

Other  450.5 (245.9) 

Cash from operations 632.9 241.9 

Capital expenditure (322.6) (375.3) 

Free cash flow
1 

310.3 (133.4) 

   

  
1
 Free cash flow defined as cash from operations less capital 

expenditure. 

 

 

AWAC Balance Sheet (US GAAP)  

  2013 2012 

  US$m US$m 

Cash, cash equivalents 189.5 126.0 

Receivables 541.6 457.6 

Related party note receivable 91.5 88.7 

Inventories 671.2 808.0 

Property plant & equipment 5,938.3 6,909.2 

Other assets 2,647.1 3,028.5 

Total Assets 10,079.2 11,418.0 

 
  

Short term borrowings 86.1 44.1 

Payables 854.5 841.0 

Taxes payable and deferred 431.2 398.6 

Capital lease obligations & long term 
debt 116.9 94.2 

Other liabilities 1,728.8 1,796.4 

Total Liabilities 3,217.5 3,174.3 

   

Equity 6,861.7 8,243.7 

   

 

AWAC Dividends Paid 

  2013 2012 

  US$m US$m 

Dividends paid 250.0 216.0 
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Alumina Limited Reported Profit 

The Net profit after tax was $0.5 million compared to a loss of 
$55.6 million in 2012.  

Most of Alumina Limited’s general and administrative costs 
are incurred in Australian dollars.  The decrease in these costs 
is primarily due to lower expenditure, rather than currency 
fluctuations.  

Finance costs decreased to $25.3 million from $29.4 million in 
2012 due to lower average net borrowings offset by the 
write-off of unamortised establishment fees relating to the 
bank facilities that were terminated during 2013. 

Note on calculation of underlying earnings 

Alumina Limited shows underlying earnings in addition to profit 
after tax to provide a better understanding of the performance 
of the underlying operations.  Underlying earnings are 
calculated by excluding the impact of fair value movements for 
embedded derivatives contained in AWAC energy contracts 
that are linked to the LME price of aluminium. Calculation of 
underlying earnings is undertaken on a consistent basis with 
previous years. 

In 2013, the revaluation of the embedded increased Alumina 
Limited’s net profit after tax by $3.2 million.  

Alumina Limited Reported Profit 

  2013 2012 

  US$m US$m 

   

Share of AWAC underlying loss (100.6) (13.9) 

Other Income
1
 137.1 - 

General and administrative expenses (17.2) (19.0) 

Finance costs (25.3) (29.4) 

Other & tax 3.3 0.3 

Underlying loss (2.7) (62.0) 

   

Embedded derivative, AWAC 3.2 6.4 

Net profit/(loss) after tax 0.5 (55.6) 
 

1  
Alumina Limited had recognised the effect of the agreement with 
Alcoa Inc by posting $137.1 million (representing 25% of the total 
Alba related charges) as other asset with the corresponding credit 
recognised in the Statement of Profit or Loss as other income.  For 
further details refer Note 3 and Note 12. 
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Alumina Limited Balance Sheet  

During February 2013, Alumina Limited issued 
366,029,428 fully paid ordinary shares to CITIC Resources 
Australia Pty Ltd and Bestbuy Overseas Co Ltd, which raised 
approximately $467 million (A$452 million). These funds were 
primarily used to repay drawn debt. 

As at 31 December 2013, Alumina Limited’s net assets 
increased by $164.9 million from 31 December 2012.  The 
$515 million reduction in net interest bearing liabilities and the 
increase in other assets by $136 million more than offset the 
decrease in investments of $497 million which was 
predominately due to foreign currency translation. 

Alumina Limited’s net debt as at 31 December 2013 was 
$135.2 million, down from $664.4 million as at 31 December 
2012.  Gearing decreased to 4.6% from 20.1% as at 
31 December 2012.  

During December 2013, Alumina Limited terminated 
$695 million of bank facilities and negotiated a new 
$300 million multi tranche syndicated bank facility with 
improved terms.  During 2013, Alumina Limited also 
established an additional debt capital market issuing option, 
providing further diversification of funding sources.  

Alumina Limited’s undrawn committed financing facilities 
amounted to $320 million as at 31 December 2013, an 
increase of $65 million from 31 December 2012.  

The Company has a fully drawn debt facility from the Brazil 
National Development Bank (“BNDES”).  This facility 
amortises at approximately $51 million per annum.  Amounts 
outstanding at 31 December 2013 under the BNDES loan 
were $129.2 million. 

Excluding the BNDES amortisation, there is no debt maturing 
in 2014, with the $350 million of committed bank facilities 
expiring as follows: 
 

 $150 million in 2015 (no amounts drawn under these 
facilities as at 31 December 2013) 

 $50 million in 2016 (drawn to $30 million) 

 $150 million in 2017 (no amounts drawn under these 
facilities as at 31 December 2013) 

 

Current liabilities include $50.6 million of repayments on the 
facility from the BNDES that are due before 31 December 
2014.  Current liabilities of $61.4 million exceed current assets 
of $47.8 million. However, the Directors are confident that the 
liabilities can be met using available cash and undrawn 
committed facilities whose maturities extend beyond 
31 December 2014. 

Alumina Limited Cash Flows 

Alumina Limited’s cash receipts from operations principally 
comprise the dividends received from AWAC entities.  Fully 
franked dividends of $100.0 million were received during 2012 
($86.0 million on 2012).  

Net payments for investments in associates related to the 
Ma’aden joint venture.  Net payments in 2012 related to 
Ma’aden, the Juruti mine in Brazil and working capital 
contributions for AWAC entities. 

Alumina Limited Balance Sheet  

  2013 2012 

  US$m US$m 

Cash and equivalents 24.0 10.1 

Investments 2,798.9 3,296.1 

Other 141.1 5.2 

Total Assets 2,964.0 3,311.4 

    

Payables 3.9 2.7 

Interest bearing liabilities – current 50.6 52.0 

Interest bearing liabilities – non-
current 

 

108.6 

 

622.5 

Other 7.5 5.7 

Total Liabilities  170.6 682.9 

   

Net Assets 2,793.4 2,628.5 

   

 

 

Alumina Limited Cash Flow 

  2013 2012 

  US$m US$m 

Dividends received 100.0 86.0 

Distributions received 7.3 9.1 

Finance costs paid (25.5) (28.2) 

Payments to suppliers and employees (14.7) (18.9) 

GST refund, interest received & other 0.4 0.6 

Cash from operations 67.5 48.6 

   

Net payments for investment in 
associates 

(9.0) (171.0) 

Free cash flow
1 

58.5 (122.4) 

   

 

Definitions and notes 
 
1
  Free cash flow defined as cash from operations less net 
investments in associates. 
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AWAC Guidance 

The following 2014 guidance is provided to assist the understanding of the sensitivity of AWAC results to key external factors.  
The guidance cannot be expected to be predictive of exact results; rather it provides direction and approximate quantum of the 
impact on profit before tax of movements around a given base figure.  Actual results will vary from those computed using the 
guidance.  Guidance is not linear, hence significant movement away from the base rates used may result in different sensitivities.  
No attempt has been made to correlate sensitivity to one element of the guidance with movements in other elements of the 
guidance.  

Item 2014 Guidance 

Production - alumina Approximately 16.0 million tonnes 

Production – aluminium
1 

Approximately 359,000 tonnes 

Australian $ Sensitivity:   +1¢ in USD/AUD Approximately  -$30 million profit before tax 

Approximately -$1.40/t alumina EBITDA 

Brazilian $ Sensitivity:     +1¢ in BRL/USD Approximately +$3 million profit before tax 

Approximately $0.10/t alumina EBITDA 

Third party smelter grade alumina shipments expected to be 
based on alumina price indices or spot

2
 

Approximately 65% for the year 

AWAC sustaining capital expenditure  Approximately $240 million 

AWAC growth capital expenditure
3
 Approximately $25 million 

 
1
 Before taking into account closure of Point Henry. 

2 
AWAC commenced 2014 with approximately 54% of its third party smelter grade alumina sales volume based on alumina price 
indices or available for spot sales. 

3  
Does not include investment in the Ma’aden growth project.   
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Market Outlook 

During 2013, global consumption of aluminium is estimated to have increased by 5.3% on 2012 and is expected to increase in 
2014 by approximately 6% driven by the construction, transport and packaging sectors.  China should again lead the world in 
terms of alumina demand growth, with India and the Middle East contributing significantly as smelters such as Ma’aden and 
Emal II ramp up. 

Whilst demand for aluminium and hence alumina is robust compared to other commodities, realised smelter grade alumina prices 
were almost flat in 2013 against 2012, with a lower LME price offset by the rise in spot.  There were a number of announcements 
in 2013 of smelter curtailments by producers such as Alcoa Inc and Rusal and closures which were not matched by rationalisation 
in refining adding to the oversupply of alumina.  Further smelter production cuts have been announced and more are expected in 
the high cost regions as capacity is added in Asia and the Middle East. 

Some market commentators expect that aluminium regional premiums will fall after changes to the LME warehousing rules take 
effect.  The new rules are to reduce the length of outbound queues to 50 days, with the expected outcome of this measure being 
an eventual positive impact on the LME aluminium price.  After premiums fell following the LME’s announcement in 2013, 
premiums recovered and remain well bid reflecting tight demand/supply conditions for the metal; availability of non-LME 
warehouses to store any metal exiting LME warehouses; and attractive contango, interest rates and net warehouse rentals which 
are likely to remain at least for the first half of 2014. 

Australian FOB spot prices for alumina declined since the early part of 2013, reflecting depressed aluminium LME prices, lower 
imports into China, lower imports into India as the Lanjigarh refinery restarted and increased Atlantic cargoes being offered at a 
discount to Pacific buyers.  However, Australian spot prices as a percentage of aluminium LME prices increased to over 18%.  
The oversupply of alumina could be lower following the closure of Gove refinery and likely delays in new alumina capacity coming 
on stream. It is also anticipated that there will be higher costs such as bauxite and energy from marginal producers, which may 
impact on spot prices, and a gradual improvement in aluminium LME prices. AWAC should benefit from a higher proportion of its 
third party sales of smelter grade alumina on a spot/index basis (increasing approximately from 54% to 65% in 2014).  

Globally, the 2013 alumina market was in a surplus, and this is expected to be the case for 2014, subject to potential bauxite 
supply constraints.  Further aluminium production cuts are likely which may not be immediately matched by alumina production 
curtailments.  

Indonesia is China’s largest supplier of imported bauxite.  On 12 January 2014 the Indonesia export ban of unprocessed ores 
came into effect which will disrupt bauxite exports to China.  This ban is unlikely to affect 2014 production of alumina in the first 
half in China because of the significant stockpiling of bauxite leading up to the ban, with levels reportedly of at least six months.  
However, production expansion of alumina in the Shandong province of China has been tapering reflecting in part the increasing 
cost of imported bauxite.  Consumers of domestic bauxite are also experiencing higher costs due to diminishing quality issues.  
In addition, the recent Third Party Plenum included further Chinese market liberalisation of process inputs such as electricity and 
water which could lead to higher production costs.  Longstanding alternative technologies such as coal fly ash and red mud 
sintering have so far not proven to be economically viable substitutes for the traditional Bayer processing of smelter grade 
alumina.  AWAC benefits from being one of the world’s lowest cost producers of alumina. 

The most significant supply-side news during 2013 which could contribute towards partially offsetting the expected long position in 
2014 was the announcement by Rio Tinto to shut down the Gove alumina refinery in the Northern Territory of Australia by the 
middle of 2014, representing production capacity of 2.7 million tonnes per annum.  However, Gove bauxite is likely to be offered 
to refineries in China (possibly displacing some Indonesian bauxite).  Beyond 2014, however, if the Indonesian ban remains in 
place, it is not clear from where China will source its growing imported bauxite needs nor at what cost.  In the medium term, given 
the gap between current alumina prices and the construction incentive price, there appear to be insufficient alumina expansion 
projects outside of China to match expected low cost smelter expansions.  So as demand for alumina increases, alumina supply 
could tighten significantly (or go into deficit in several years’ time). 

 

 

 

 

Peter Wasow 
Director 
 
Melbourne 
 
20 February 2014 
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Forward Looking Statements  

Some statements in this report are forward-looking statements within the meaning of the US Private Securities Litigation 
Reform Act of 1995. Forward-looking statements also include those containing such words as “anticipate”, “estimates”, 
“should”, “will”, “expects”, “plans” or similar expressions. Forward-looking statements involve risks and uncertainties that may 
cause actual outcomes to be different from the forward-looking statements. Important factors that could cause actual results to 
differ from the forward-looking statements include: (a) material adverse changes in global economic, alumina or aluminium 
industry conditions and the markets served by AWAC; (b) changes in production and development costs and production levels 
or to sales agreements; (c) changes in laws or regulations or policies; (d) changes in alumina and aluminium prices and 
currency exchange rates; (e) constraints on the availability of bauxite; and (f) the risk factors and other factors summarised in 
Alumina’s Form 20-F for the year ended 31 December 2012. Forward-looking statements that reference past trends or 
activities should not be taken as a representation that such trends or activities will necessarily continue in the future. Alumina 
Limited does not undertake any obligations to update or revise any forward-looking statements, whether as a result of new 
information, future events or otherwise. You should not place undue reliance on forward-looking statements which speak only 
as of the date of the relevant document. 

Note regarding non-IFRS financial information 

This document contains certain non-IFRS financial information. This information is presented to assist in making appropriate 
comparisons with prior year and to assess the operating performance of the business. Where non-IFRS measures are used, 
definition of the measure, calculation method and/or reconciliation to IFRS financial information is provided as appropriate. 

 

 


