








innovation and growtn

Managing greenhouse gas emissions is a key sustainability challenge for us,
particularly as we expand production.

It is our dedication to best-practice and the development and implementation
of new technology that continues to be the key to our success.

For example in 2007 Alcoa invested $89 million, the biggest investment in
Alcoa's Victorian operations for over 15 years, to upgrade the carbon bake
facility at our Point Henry smelter.

The carbon bake upgrade marks a key milestone for the ongoing sustainability
of the Point Henry operations. It will help maintain production levels and
significantly improve environmental performance.

We also commissioned the second gas-fired cogeneration power plant at our
Pinjarra alumina refinery. The cogeneration power plants are delivering major
greenhouse benefits, resulting in an overall reduction of Pinjarra’'s greenhouse
emissions by around 270,000 tonnes per year. The cogeneration power plants
supply power to the WA power grid and have been built in partnership with
Alinta Limited.

Point Henry and Pinjarra are both great examples of how technology can
continue to improve our performance for existing operations.

In addition, our technology delivery group in Australia has developed a process
that uses waste carbon dioxide (CO2) to reduce the alkalinity of bauxite residue
—a major refinery by-product.

Known as Carbon Capture, through this one technology we are able to capture
large amounts of a major greenhouse gas that would otherwise be emitted to
the atmosphere while also paving the way for a major waste from the refining
process to be reused.

In October the carbon capture project team was recognised with the Clean Air
Society of Australia and New Zealand (CASANZ) Clean Air Achievement WA Award.

The award recognises the outstanding performance of our team'’s efforts and the
benefits the project offers in helping to manage climate change in the long run.

Another, but vital, aspect of climate change is water management. We recognise
that for Australia, a carbon constrained world is also a water sensitive one.

Residue development manager David Cooling lead the team that created a process that locks up
carbon dioxide (C0O2), providing the potential to significantly reduce our greenhouse footprint.

water

The auminium industry is a significant user of water and at Alcoa we are
setting tough targets to reduce our water use.

As part of our water conservation strategy, we are focused on reducing
our overall consumption of water, increasing water use efficiency and
replacing high grade water sources, which may be used by the broader
community, with lower grade sources.

We've made great progress so far with our operations in the Barwon
Water region of Victoria, reducing their domestic water consumption by
60 per cent since 1990.

Now we've set a tough new target for a further 70 per cent reduction by
2010 and we're working with Barwon Water, Greening Australia and the
Geelong Manufacturing Council on implementing a new water strategy
to achieve it.

Our Western Australian mining operations have also been successiul,
reducing total water use by 22 per cent since 2000 while also
increasing waste water recycling and storm water capture.

In 2007 our McCoy Crusher Facllity at the Huntly bauxite mine was
awarded the Water Recycling Award by the Westem Australian
Department of Water and the Water Corporation.

The McCoy facility was specifically designed to maximise water
harvesting and recycling. This leading edge design was created
from a range of industry best practice engineering solutions and
successful innovations.

We have also supported the community in their water conservation
initiatives with funding from the Alcoa Foundation.

envimnmental
custodianship

Addressing climate change and water management is part of our overall
commitment to sustainability, as is land management.

Alcoa was the first mining company in the world to achieve the goal of
retuming 100 per cent of plant species richness in our rehabilitated mining
areas in Westem Australia.

Importantly, it is our commitment to environmental excellence in
restoring mined land to a self-sustaining state that is driving this goal.

This year our custodianship and rehabilitation of our first bauxite mine
— Jarrahdale in Western Australia, was recognised when we returned
rehabilitated land to the Western Australian State Government. The
government issued a certificate of acceptance acknowledging
rehabilitation to be complete and the land to be self-sustaining.

Our skills at restoring mined land to a self-sustaining state were
further recognised with the Western Australian State Government's
prestigious 2007 Golden Gecko Award for Environmental Excellence.

This unique achievement is testament to our rehabilitation process as
industry best-practice.

While technology and best practice are the way to unlocking the
solution to climate change and other sustainability issues, we can't
achieve this without people.

It is our partnership with our employees and the local communities
where we operate that are vital to our success.



| Mike Hodges from Willowdale bauxite mine shows his innovative,
award winning “wheel spinner” to Mines Manager Bill Knight.

our people

Alcoa is the sum total of the ideas and hard work of the people
that work in our company. Without our employees, Alcoa is only a
collection of valuable assets.

Itis our employees that make Alcoa successful. They continue to set
the benchmark by pushing the boundaries of excellence.

Through our Australian Operations Employee Suggestion
Scheme (ESS), our employees are offered incentives for their
ideas. The aim of the ESS is to capture and implement employee
suggestions while developing a continuous improvement culture
and increasing overall employee engagement.

We believe our employees will be safer and more productive if
they are engaged in making suggestions for improvement and
are listened to by management.

While cost savings is not a key objective, if an employee’s suggestion
does save us money then they share in the economic benefits.

In Westem Australia we hold an annual celebration of our
employees’ suggestions and achievements. This year 10 awards
were given to outstanding employees or sites.

In 2007 ideas direct from refinery and mine site employees
resulted in significant safety, environmental and efficiency
improvements. Our employees earmed $168,000 in bonuses for
their ideas implemented through the ESS which resulted in $1.9
million in cost savings to our business.

Itis our employees’ ideas that are vitally important to achieving our
target of zero injuries. It is a tough target but there can be no other.
While we strive to achieve this through a range of innovative and
empowering safety programs, it continues to be a challenging goal.

It really shows that every effort
counts and together we can
make an impact... as individuals
and as a group.

The reductions in our all injury rates are a leading indicator of the
success our safety programs are providing and we will continue
to drive safety as the number one priority for our organisation.

Our employees embrace Alcoa’s safety focus and it extends to the
communities where we operate. They are sharing their knowledge

with the wider community and also volunteering their own personal
time to help community-based organisations.

Each year Alcoa promotes a Month of Service where we focus on
our employees volunteering efforts in the wider community.

This year our employees were encouraged to take part in a
Climate Change Challenge, building on the success of our
Make an Impact program.

Forty nine events, most with an environmental sustainability theme,
were held across eight locations with a 30 per cent overall employee
participation rate. More than 66 community organisations were
positively impacted and over 3000 community members involved.

The month's activities also resulted in greenhouse gas savings
equivalent to taking 432 cars off the road.

It really shows that every effort counts and together we can make an
impact. I am very proud of how passionate our employees are about
climate change, sustainability and making a difference as individuals

and as a group.

All'injury rate — Alcoa employees per 1 million hours.

Al Injury Rate (per 1,000,000 hrs) 2003 2004 2005 | 2006 | 2007
Victoria Operations 15431 | 169.56 | 159.94 | 165515 166.265
Western Australian Operations 181.615 | 186.95 142545 150.73 | 126.275
Alcoa Australia Rolled Products 12217 | 131.965 | 137.81 99.535 | 87.66




SIgNINg off —
wayne 0spbom

This is my last report on Alcoa’s sustainability performance. | believe our company,
through its people, makes a valuable and positive contribution to Australia and the
communities in which we operate.

| feel very privileged to have worked with so many excellent people over the years
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and | take this opportunity to thank them and wish them well as they continue Electricity imported MWh 180911 496 195670
Alcoa’s journey. Natural gas T 88510 8166335 2186
) Diesel and fuel oil K| 25517 7421 95 1785 810
|'am also very pleased to hand over to my successor Alan Cransberg. Alan is an PG " 191 2 1418 " 261
Australian returning home from a successful career with Alcoa in the United States. Coal — as mined K 33 1043
Alan takes the helm after a period of growth and prosperity, in which we've seen major Bauxit dry K 20418
investments across the resources sector. This investment will underpin the aluminium Alumina K 1049
) ) Aluminium Kt 122
industry’s future for the next 20 years.
Water — fresh ML 554 13971 690.9 14.3 415
The global outlook for aluminium is strong with world demand expected to almost Water — poorer quality ML 164 | 3597 0 3880 0
double by 2020. The challenge ahead is to continue to manage our response to Land cleared for bauxite ha 682
demand responsibly and the greatest challenge is climate change and the need to Outputs
respond to it. Smelter grade alumina kt 8396
Alumina chemicals kt 291
Over a decade ago Alcoa recognised the significance of climate change and took action Aluminium kt 548 191
to reduce the company’s greenhouse gas emissions. Now the public debate has moved Bauxite produced Kt 32103
from whether climate change is occurring to what we can do to address it. Electricity produced MWh 127528 1183492
, . . o Land rehabilitated ha 611
I believe new technology is helping reduce emissions however more needs to be done. [p—
Alcoa in Australia supports the introduction of a property designed national emissions 02 equivalent — indirect il % 47| 10386 07 227
trading scheme that includes all major emitters and sectors and allows Australian ;02 ?q”'vaﬁznt_d're;t f 6 1::2 04| 1401 136
industry to grow and thrive. auxite fesidue store !
Bauxite residue used t 1344
Such a scheme can deliver real environmental outcomes at the global level by Fly ash stored t 20847
promoting investment in greenhouse efficient technologies. Oxalate stored t 29415
) » } o Spent pot lining to storage t 2577
Itis critical that any scheme pass the fundamental test of reducing global emissions Spent pot ining recycled t 5792
and facilitating a world-wide response 1o a truly all encompassing challenge. Unless it Recycled waste t 616 18568 16343 503 18487
does so, it's not addressing the problem we collectively face — after all we are all part of Landfilled waste t 691 157962 907 70 6995

a global community.

ia’s economy.

B 34% Materials and services in Australia
13.5% Australian taxes
m 13% Australian wages

8% Capital expenditure in Australia
W 14.4% Overseas dividends
B 9.6% Australian dividends
B 7.5% Overseas materials and services

W 88% Export Sales Revenue
= 12% Domestic Sales Revenue

Note: sales and expenditure data applies to Alcoa of Australia
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