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ydro’s strategy

One of the main conclusions of

"Focus for the future," Hydro's

new strategy that was drawn

y up last year, was already clear
halfway through the process:
the Oil and Energy segment
shall grow. The progression
from idea to action was rapid.
During the course of a few
hectic weeks in the spring and
early summer, Hydro's Oil and
Gas segment was augmented
by the acquisition of Saga
Petroleum, and six months
later the new oil company was
established after an extensive
reorganization process. This
has resulted in a more stream-
lined organization which will
allow potential cost reductions
of around NOK 1.4 billion.
Manning in the new oil opera-
tion was reduced by a total of
1,400 in 1999, compared with

. oir cave” in the overall figure for the two

re seismic data and advan- original organizations.

logy create three-dimensional
eality images, gives us a better
erstanding of the crude oil reservoirs
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Hydro was not alone in experiencing major changes
at a fast pace last year. Both the oil and aluminium
industries witnessed considerable structural change in
the direction of fewer and larger companies.

One of the improvements in Hydro's strategy is to
concentrate on three main areas. Oil and Energy and
Light Metals will grow selectively, while Agri must
undergo an extensive turnaround operation in order to
remain one of Hydro's main areas of focus. Opera-
tions outside these core areas will be disposed of or
developed further with external partners. Correct tim-
ing and decisive action will be key factors in the fur-
ther development of the company. These were some
of the main points in the Hydro strategy presented in
the autumn of 1999.

Recent months have been full of action.

The integrated oil company that was created from
Hydro's acquisition of Saga Petroleum has been oper-
ative since the beginning of the year. A new, effective
and highly competent operator on the Norwegian
continental shelf has been set up. The Oil and Energy
business area has been restructured and considerably
strengthened. This position will be used as the spring-
board for further growth both within Norway and
internationally.

The Light Metals business area has made signifi-
cant strategic acquisitions and has established a
promising alliance in Brazil. The purchase of the US
extrusion company Wells Aluminum Corporation has
tripled our semi-fabrication volume in North Ameri-
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ca. The purchase included a remelting plant and we
have started construction of a major new remelt plant,
also in the US.

The Agri business area has decided to close down
three European nitrogen fertilizer production facilities
with a total capacity of 1 million tonnes. The "Hydro
Agri Turnaround 2000" program will reduce costs by
NOK 2 billion during the course of the year, com-
pared to 1998. Our global market position is stronger,
partly due to an acquisition in South Africa. —

Regarding activities outside the core areas, the sale
of Pronova Biopolymer has been completed. Hydro's
ownership stake in Dyno is currently being sold,
Hydro Seafood is in the process of being sold an
are looking for a long-term ownership structure fi
the Petrochemicals Division. Activities that fall ou
side of the core business framework have been gaiissss
ered under the new Pronova division, where they-"h
be systematically developed with a view to sale or
incorporation into one of the three core areas.

In order to realize a greater degree of synergy in
the company, a number of support and shared func-
tions have been integrated in Hydro Business Partner
since the new year. These functions will be stream-
lined for optimal results and the purchasing functions
will be bolstered. These efforts will result in cost
reductions of around NOK 2.5 billion during the
course of the next two years.

More information
www.hydro.com

Norsk Hydro’s Annual Report 1999



Contents

Hydro's strategy
Key figures
Letter from the president
Shareholder policy
Directors' report
Sustainable conduct
Oil and Energy
Light Metals
Agri
Other activities
Organization

and Management
Value-Based Management

FINANCIAL SECTION:
Management's
financial review
Consolidated financial
atements - US GAAP
olidated financial
atements - N GAAP
Notes to the consolidated
financial statements
Financial statements
for Norsk Hydro ASA
Auditor's report
Operational data
General information

—

~ AN

N

Key figures

Operating income

NOK billion

1995 1996 1997 1998 1999

Return on capital employed

Percent

1995 1996 1997 1998 1999

Earnings per share

35

NOK

28f--

21

14}

ORrNWAUTON®

1995 1996 1997 1998 1999

Dividend per share

1995 1996 1997 1998 1999

Norsk Hydro’s Annual Report 1999



Improved performance is
a prerequisite for the
successful implementa-
tion of our strategy. We
cannot rely on the mar-
kets to solve our prob-
lems, but must direct our
efforts to obtain better
results within those
areas which are under
our own control. We
must achieve
productivity and cost
improvements which can
bring us to the levels of
the best in our respective
business areas.

President and CEO
Egil Myklebust

Result - NOK million 1999 1998 1997 1996 1995
Operating revenues 102,433 97,468 97,722 85,736 80,947
Operating income 7,735 5,830 10,702 9,653 10,704
Net income 3,446 3,754 5205 6204 7,150
Financial data

Investments > 53,025 13,563 12,534 12,847 8,745
Long-term debt/equity ratio »  0.69 0.49 0.37 0.41 0.45
Cash flow from operations 14,744 8,500 10,386 11,452 11,450
Rate of return on

Capital employed © 9% 8% 13% 14% 16%
Shareholders' equity V> 0% 8% 12% 16% 21%
Data per share

Earnings " 13.90 16.40 22.70 27.10 31.20
Dividends © 8.00 7.50 7.50 7.00 6.00
Shareholders' equity 22730 210.80 199.60 181.40  162.20
Share price Oslo Stock Exchange ~ 336.00  257.00  359.50  345.00  266.00

1) Excluding the accumulative effect of accounting changes.

2) Additions to property, plant and equipment (capital expenditures) plus long-term securities, intangibles,

current year advances and investments in non-consolidated investee companies.
3) Long-term interest bearing debt divided by total shareholders' equity plus minority interest.

4) Pre-tax income plus financial expense excluding loss on securities minus foreign exchange gain as a

percentage of average total liabilities and shareholders' equity plus minority interest.

5) Net income as a percentage of average shareholders' equity.

6) Hydro shares are traded ex. dividend from 23 April 1999 and American Depositary Receipts (ADR) trade

ex. dividend from 20 April 1999.
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Dear shareholder

Nineteen ninety-nine was a year of significant change for Norsk Hydro.

A new corporate strategy will bring important changes in our business
portfolio. New management concepts and organizational adjustments
will enable and motivate our people to continuously improve perform-
ance. Our foundations for providing value to customers as well as creating
value for our shareholders have been strengthened.

A year of change
for Norsk Hydro

Improved performance is a prerequisite for
the successful implementation of our strategy.
‘We cannot rely on the markets to solve our
problems, but must direct our efforts to obtain
better results within those areas which are
under our own control. We must achieve
productivity and cost improvements which
can bring us to the levels of the best in our

respective business areas.

We took important steps in this direction during
1999 when our Agenda 99 program led to performance
improvements of more than NOK 1.3 billion, exceeding
our target of NOK 1 billion for the year. But we still
have a way to go before we reach world class levels.
In October we announced a new ambitious target of
NOK 4 billion in improvements from our 1998 level
to be realized by the end of 2001.The synergies
from the Saga integration will give us an additional
NOK 500 million.

Market developments will also greatly influence our
returns. After a couple of years with very adverse price
movements for our most important products, the sec-
ond half of 1999 saw prices for oil and aluminium
increase significantly leading to improved operating
results in the fourth quarter. Fertilizer prices, in
contrast, remained at low levels.

More active portfolio management is an important part
of our value creation efforts. In our strategy discussions
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we decided on a more focused business portfolio as
we move forward concentrating on three core areas

- Oil and Energy, Light Metals and Agri.

In 1999 we took important steps toward implementing
our new strategy. The merger with Saga Petroleum

- Hydro's largest acquisition ever - was successfully
completed. It will yield significant synergies to the ben-
efit of Hydro as well as our partners in Norway. As the
new millennium started, a new experienced, competent
and efficient organization was ready to meet the com-
petitive challenges we are facing in a significantly
restructured industry In this competitive climate, our
dual aim is to be the best operator on the Norwegian
continental shelf as well as utilizing the experience
gained for profitable growth in carefully selected

petroleum provinces.

‘We have met the structural changes in the international
aluminium industry with several proactive measures. By
acquiring a share in Alunorte in Brazil early in 2000 we
improved our long-term alumina supply position signifi-
cantly. Our market position in primary metal was fur-
ther developed with investments in new remelt facili-
ties and cooperation agreements with other producers.
In extrusions we took an important step towards
expansion in North America with the acquisition of
Wells Aluminum in February 2000. In cooperation with
leading auto manufacturers we are laying the founda-
tions for strong growth in the use of aluminium and
magnesium in the transportation sector. These mea-
sures have improved our strategic base in a changing
industry where we will continue to build on our strong

positions in specific parts of the value chain.

Our Agri business is in the middle of a major turn-
around effort. As the only global player in the fertilizer
business, we will continue to develop our market posi-
tions. In the near term we will focus on the significant
potential for improvement that we see in our European
Agri business. We want to realize this potential through
active participation in the restructuring process this
industry is presently undergoing. Furthermore, new
business processes will lead to significant cost reduc-
tions. Through a successful turnaround, the Agri busi-
ness will represent a large potential for shareholder

value creation.

For our non-core businesses we will seek solutions
where new owners or joint ventures can provide at-
tractive value creation potential. During 1999 we made
divestments totaling NOK 2.4 billion. This is being
followed up with the sale of our share of Dyno, which
is awaiting approval from the authorities; Hydro
Seafood is in the process of being sold; and we have
announced that our UK oil and gas assets are for sale.
We are quite likely to exceed our goal of realizing
NOK 10 billion in asset sales by the end of 2001.

Reaching the level of performance we have committed
ourselves to will require an organization with world-
class business processes and competent and motivated
employees at all levels.The introduction of Value-Based
Management (VBM) concepts and tools represents
important improvements in these areas.

But additional measures are required. New technologies
and processes for our administrative functions together

with significant potential for improvements through a
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better leveraging of our size will provide attractive possibili-
ties for further progress.A new unit - Hydro Business Partner
- is being established to re-evaluate and improve our shared
service activities, while the new Hydro Supply Network will
lead to better procurement policies and practices. We have set
as a target that through these two initiatives we will achieve
NOK 2.5 billion of the total improvements of NOK 4 billion.

Creating value for our shareholders is a prerequisite for prop-
erly serving the needs of other stakeholders. We must also
show positive results in health, safety and environmental
matters and in handling corporate social obligations in a
responsible manner.

The present year will bring new changes in portfolio and the
introduction of new performance targets. While such changes
often are quite demanding, our experience is that the Hydro
organization understands that adjustments are required in
order to meet the challenges facing us. Our focus will be on
decisive actions in areas which we ourselves control.

Egil Myklebust
President and CEO
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Shareholder policy

Hydro creates value for its shareholders, its employees and society
through profitable operations and growth. The company sets stringent
objectives for profitability and financial strength.

Hydro will exploit and develop its positions in core areas and establish
new operations in areas in which the company is particularly well
qualified.

The long-term return to shareholders should reflect the added value
created by the company. This is expressed partly by dividends paid and
partly by a long-term increase in the share price. Dividends paid should
increase steadily in line with the growth of Hydro's profits. In determin-
ing the dividend, the need to maintain financial strength and flexibility
will also be considered, as will the possibilities for growth through new
profitable investments. Over time, the total return to shareholders should
accrue to a greater extent from the increase in share price than from
dividends received. The Board of Directors considers it appropriate that
the dividend over several years should average around 30 percent of the
company's net income.

In‘order: to maximize value added over a period of time, it is essential
that the company at any time has adequate financial resources at its dis-
posal.-Accordingly, the company must seek to retain the confidence of
shareholders and stock markets, and must also ensure that its position is
always such that it has access to necessary loan capital on attractive
terms.

Through listings on stock exchanges in many countries and through close
contact with stock markets, Hydro seeks to maintain public interest in its
shares in-order to ensure a broad geographical distribution and optimal
marketability.

Hydro share price and Hydro share price and
Oslo Stock Exchange index Dow Jones Industrial Average
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Report of the Board of Directors 1999

FINANCIAL GOALS AND
STRATEGIC CHALLENGES

During 1999 the board conducted an extensive review
of Norsk Hydro's corporate strategy. The company's
various business activities were analyzed and evaluated
with the aim of establishing a core portfolio with the
best potential for long-term value creation. Adapting to
a world of rapid changes and extensive restructuring in
important industries, the new strategy - "Focus for the
future" - implies that Hydro will concentrate its capital
and expertise on three core business areas - Oil and
Energy, Light Metals and Agriculture.This decision was
reached after careful consideration and evaluation of
the prospects for competitive value creation in the
respective business areas based on Hydro’s present
positions, the general outlook for the markets and the
company’s competitive advantage and overall compe-
tence base.The non-core business units will be sold or
brought forward in joint ventures with other compa-
nies.

The Oil and Energy area took a large step toward
critical size through the acquisition of Saga Petroleum.
The strategy calls for further profitable growth through
continued exploration of existing and new licenses in
Norway, developing a few carefully selected core areas
outside of Norway and a possible acquisition of oil and
gas assets from the Norwegian government if they are
made available.

The Light Metals strategy aims to develop a profit-
able position among the industry's world leaders
through selective growth in parts of the integrated
value chain with strong Hydro positions and attractive
prospects for value creation. Measures to secure a com-
petitive supply of alumina will also be pursued.

The Agriculture activities, which make Hydro the
world's leading plant nutrition company, will remain as
a core business.The board's view is that developing
these activities within Hydro, utilizing the company's
high level of competence and strong industrial experi-
ence represents the best value creation potential for
this business. An extensive turnaround program now
being implemented will lead to significant performance
improvements.

In addition to the implementation of the new stra-
tegy, internal work and planning processes are being
simplified and reoriented fundamentally toward value
creation for the company's shareholders. New perfor-
mance management tools will more clearly define
management responsibility and establish accountability
at all levels of the organization.As a first step toward a
new performance-based compensation system, the
existing bonus plans for the President and corporate
management have been replaced by a share option plan

for a larger number of the company's management
members.

It is the board's view that the selected core portfolio
combined with the changes in management processes
provide a strong foundation for long-term value cre-
ation for our shareholders.The main ambition will be to
provide competitive total returns for the shareholders
over the long term by returning to the average annual
levels of 15 to 20 percent the company experienced in
the 25-year period to 1997.

Nineteen ninety-nine saw total shareholder returns
reaching 33 percent, which is not sufficient to compen-
sate for the underperformance since 1997. Pre-tax
return on capital employed was 9 percent in 1999.
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Hydro’s board consists of
(seated from left): Anne
Cathrine Hoeg Rasmussen,
Einar Kloster, chairman,
Benedicte Berg Schilbred,
Egil Myklebust, Borger A.
Lenth; (standing from left)
Gudmund Per Olsen,

Tom Wachtmeister, Odd
Semstrom and Per Wold.
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Report of the Board of Directors 1999

This is well below the board's target of 15 percent as
an average over the business cycle, reflecting a need for
significant improvement in overall performance.The
company's long-term debt-to-equity ratio was 0.69 at
the end of 1999, above the goal of 0.50.This is regarded
as a temporary deviation caused primarily by the acqusi-
tion of Saga Petroleum. Measures, including divestments,
are being implemented to ensure that the ratio is being
brought back to the targeted level. Hydro is in the pro-
cess of divesting Hydro Seafood and has accepted an
offer to sell its ownership interest in Dyno ASA.

The efforts to improve the company’s total perform-
ance continued in 1999.The goals set under the Agenda
99 program were achieved, and new ambitious targets
for further improvements during 2000 and 2001 have
been anounced.The synergies expected as a result of
the merger with Saga will lead to additional cost reduc-
tions.

1999 FINANCIAL RESULTS

Hydro’s net income in 1999 was NOK 3,416 million or
NOK 13.80 per share.The corresponding figures in 1998
were NOK 3,754 million and NOK 16.40 per share.
Operating income in 1999 was 33 percent above 1998
and pre-tax income was NOK 7,873 million, 35 percent
higher than in 1998. Earnings in 1999 were favorably
influenced by a significantly higher crude oil price,
while low prices for fertilizer and petrochemical prod-
ucts, and restructuring costs related to the Plant Nutri-
tion segment, negatively impacted 1999 performance.
The combined effect of these factors was a substantial
increase in the proportion of Hydro’s earnings from oil
and gas operations, and therefore a higher effective tax
rate.

Net financial expense in 1999 was NOK 1,551 mil-
lion, compared to NOK 409 million in 1998.1n 1998, net
financial items was affected by a pre-tax gain of NOK
1.1 billion related to the sale of Hydro’s shares in Saga.

Earnings for non-consolidated investees in 1999
decreased by 17 percent compared to 1998.The decline
was mainly due to reduced performance from Hydro’s
fertilizer affiliates, while earnings improved for Dyno
ASA and Hydro Texaco.

Other income of NOK 1,350 million included gains
of the sale of Pronova Biopolymer, Hydro Coatings and
Mabo, which were all defined as non-core activities.

The provision for current and deferred taxes in 1999
was NOK 4,337 million, equivalent to 55 percent of pre-
tax income. In 1998, the tax provision was equivalent to
34 percent of pre-tax income.

Cash provided by operations amounted to NOK
14,744 million, compared with NOK 8,500 million in
1998.

The increase is mainly due to the increased oil price
and cash flow from Saga’s operation which is included
in the second half of 1999.

Hydro’s investments in 1999 totaled NOK 53 billion.
This includes the investment in Saga and Saga’s invest-
ments in the second half of 1999, which totaled NOK
40.7 billion. Investments in 1998 totaled NOK 13.6 bil-
lion.

According to paragraph 3-3 in the Norwegian
accounting act we confirm that the accounts are pre-
pared based on the assumption of going concern.

REVIEW OF BUSINESS AREAS

OIL AND ENERGY

The Oil and Energy area consists of Exploration and
Production, Refining and Marketing and Hydro Energy.
Exploration and Production is responsible for Hydro's
oil and gas exploration, field development and opera-
tion of productions and transportation facilities and has
its operation on the Norwegian continental shelf, in
Canada, Libya, Russia and UK. Refining and Marketing
trades crude oil, natural gas liquids (NGL) and refined
oil products and is engaged in refining, marketing and
distribution of gasoline and other oil products. Refining
and direct marketing operations are in Sweden. Hydro
Energy produces and sells electricity generated at
hydro-electric power stations in Norway, primarily for
use in Hydro's own production facilities. Hydro Energy
also handles trading activities in the Nordic, UK and
Continental markets.

Operating income (loss)

NOK million 1999 1998
Exploration and Production 5,840 2,565
Refining and Marketing 495 112
Hydro Energy 618 573

Eliminations 9 10

Oil and Energy 6,962 3,260

Operating income for Oil and Energy more than dou-
bled from 1998 to NOK 6,962 million.The increase is
mainly due to increased oil prices in the second half of
the year.The average price of crude oil for 1999 was
slightly above USD 18 per barrel. Stated in Norwegian
kroner, the price increase was 55 percent.

Saga, which was consolidated in Hydro's accounts
for the second half of 1999, contributed NOK 269 mill-
ion to earnings, after losses due to the company's price-
hedging program and depreciation linked to the excess
value over the book value of the assets Hydro acquired
from Saga. Hydro’s oil and gas production in 1999 aver-
aged 340,000 barrels of oil equivalents (boe) per day,
which was 26 percent higher than the previous year.
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The increase was principally due to the acquisition of
Saga.The acquisition represents the main contribution
to the increase in Hydro's reserves of oil and gas from
1,408 million barrels of oil equivalents in 1998 to
2,085 million barrels of oil equivalents in 1999.

LIGHT METALS

The Light Metals area consists of Hydro Aluminium
Metal Products, Hydro Aluminium Extrusion and Other
Light Metals. Hydro Aluminium Metal Products' activi-
ties include the production of primary aluminium in
Norway, remelting of metal, and the international trad-
ing of alumina, aluminium and aluminium products It
also has production plants in Europe and the Americas.
Hydro Aluminium Extrusion is involved in the manufac-
ture and sale of extruded aluminium products and has
production plants in Europe and the Americas. Other
Light Metals consist of Hydro Aluminium Rolled Prod-
ucts, Hydro Automotive Structures and Hydro Magne-
sium which has production plants in Canada and
Europe including Norway.

Operating income (loss)

NOK million 1999 1998
Hydro Aluminium Metal Products 1,357 1,854
Hydro Aluminium Extrusion 649 536
Other Light Metals 216 162
Eliminations (43) 25
Light Metals 2,179 2,577

Operating income for Light Metals declined by 15 per-
cent to NOK 2,179 million in 1999, reflecting lower
realized metal prices.

Average aluminium prices on the London Metal
Exchange (LME) for 1999 were approximately on the
same level as in 1998, but the aluminium prices
strengthened during the fourth quarter. However, due
to time lags in the pricing of aluminium, the full effect
of the increase was not reflected in realized prices.

At the end of 1999, Hydro had contracts in place for
about one-third of its expected primary metal produc-
tion in 2000 at prices slightly below an average of USD
1,430 per tonne.The main part of the presold metal is
tied to normal customer pricing, while the remainder is
connected to the price-hedging program carried out in
the first half of 1999.The LME price at the end of the
year was USD 1,650 per tonne.

Operating income for Hydro Aluminium Extrusion in
1999 increased by 21 percent compared to the prior
year.The improvement was due to higher volumes,
while margins weakened.

AGRI
Agri area consists of Plant Nutrition, Gas and Chemicals,
and KFK. Plant Nutrition’s main activities are the pro-

duction and sale of ammonia and fertilizer products,
including nitrate fertilizer, complex fertilizer and urea.
Most of the production is undertaken in Europe, while
trading is done worldwide.The Plant Nutrition segment
is a result of a merger between the two segments
Hydro Agri Europe and Hydro Agri International. Gas
and Chemicals market numerous products which main-
ly have their origin in Hydro's ammonia and fertilizer
production. KFK is primarily engaged in the production
and sale of animal and fish feed in Denmark, as well as
the trading of grain, feedstuffs, fertilizers and other agri-
cultural-related products.

Operating income (loss)

NOK million 1999 1998
Plant Nutrition (2,239 (582)
Gas and Chemicals 349 261
KFK 233 375
Eliminations (149 4
Agri 1,671) 58

Operating loss for the Agri area was NOK 1,671 million
in 1999 compared to operating income of NOK 58 mil-
lion in the previous year. Positive results from Gas and
Chemicals, KFK and overseas trading operations were
overshadowed by losses in Europe where fertilizer
prices continued to slide while energy costs increased
through the year. In December the decision was made
to scale down the company's European fertilizer opera-
tions and close 1 million tonnes of nitrate fertilizer
capacity. These measures will allow a higher capacity
utilization for remaining plants and permit further sav-
ings in overhead costs.

Plant Nutrition's operating loss of NOK 2,239 mil-
lion includes restructuring charges of NOK 632 million
in Europe and costs of NOK 849 million related to
workforce reductions and losses on contracts. Plant
Nutrition's operating loss of NOK 582 million in 1998
included one-time charges of NOK 173 million. Lower
costs in 1999 were unable to offset the strong reduc-
tion in prices, which resulted in a significant negative
effect. Restructuring initiatives and intensive efforts to
reduced indirect costs will impact the result for 2000.
The implementation of this will result in additional
costs mainly related to demanning. Higher oil prices
will increase costs significantly in 2000 for ammonia
production in Europe.

RISK MANAGEMENT

Hydro's primary market risks are commodity price risks
arising mainly from fluctuations in the prices of crude
oil, aluminium, natural gas, electricity and fertilizers.
Hydro is exposed to foreign currency risk due to the
fluctuations of the Norwegian krone against other cur-
rencies, primarily the US dollar, and interest rate risk.
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Report of the Board of Directors 1999

The 1999 financial statements show that Norsk Hydro ASA has the following amounts available for allocations:

Net income for 1999
Retained earnings

Treasury stock

Loss on sale of treasury stock

NOK 2,420,046,000
NOK 6,698,336,000
NOK  (1,465,970,000)
NOK (1,930,000)
NOK 7,650,482,000

The Board of Directors will propose to the annual general meeting that this amount be allocated as follows:

Dividend of NOK 8.00 per share
Shareholder contribution
Retained earnings

Hydro manages a portion of its commodity risks
through the use of derivative commodity instruments
to reduce its exposure to changes in commodity prices.
Hydro enters into derivative financial instruments pri-
marily aimed to reduce cash flow risks associated with
debt repayments, collection of selected receivables, and
liquidity needs for certain currencies.

ECONOMIC CONDITIONS

The overall picture for global economic growth bright-
ened somewhat during the course of the year. Oil and
aluminium prices showed positive development during
the second half of the year.The future prices for oil will
continue to depend on production policies of oil pro-
ducing countries. Fertilizer prices increased during the
first months of 2000.The cost of ammonia production
will increase in year 2000 due to higher prices for
natural gas.

RESEARCH AND DEVELOPMENT

The total expense for Hydro's research and develop-
ment activities was NOK 1,043 million compared to
NOK 1,044 million in 1998.Activities will continue at
this level in the future, with an emphasis on market-
oriented applications of the rich reservoir of technical
know-how and competence found in the company.

HEALTH, ENVIRONMENT AND SAFETY

Eco-efficency - increasing value creation while reduc-
ing environmental impact - and corporate social re-
sponsibility form an integral part of Norsk Hydro's busi-
ness strategy and day-to-day operations. Norsk Hydro
publishes a comprehensive report on performance in

NOK 2,093,644,000
NOK 705,000
NOK 5,556,133,000
NOK 7,650,482,000

health, environment, safety and social responsibility. The
report deals extensively with issues such as raw materi-
als and energy, emissions and waste, products, and
safety and health matters.

The most significant emissions from Hydro's produc-
tion are greenhouse gases, nutrients, fluorides, acidify-
ing components, chemicals and micropollutants. In
addition to energy, major consumption of raw materials
consists of phosphate rock, potassium salts, alumina and
dolomite. In 1999, the reported data for Norsk Hydro's
production are as follows: Energy consumption of 311
PJ, greenhouse gas emissions of 25.3 million tonnes of
CO, equivalents, emissions of acidifying components of
26,700 tonnes SO, equivalents, eutrophication potential
emissions of 11,000 tonnes of phosphate equivalents,
and waste generation of 196,000 tonnes. These data are
specified for each of the business areas on page 10 in
the environmental report.

Total emissions of greenhouse gases have been fairly
stable during the last three years. In 1999, greenhouse
gas emissions increased in Oil and Energy due to in-
creased production and more mature fields, but were
reduced in Light Metals and Agriculture. Generally, other
emissions have decreased over time, both in absolute
terms and measured as emissions per produced unit.

In 1999, some accidental emissions with limited
consequences occurred, but no major environmental
damage was reported.

Hydro works systematically to reduce the environ-
mental impact of its products, such as the impact of
additives in vinyl and run-off of nutrients from fertilizer
applications. The functionality of our products and the
services we provide create business opportunities, for
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example reuse of materials, increased use of renewable
resources, application of light metals in cars, and recy-
cling of light metals. Our remelting capacity for light
metals increased in 1999.

Though safety continues to be a high-priority issue,
we regret to report that six people - five Hydro
employees and one contractor - died in work-related
accidents in 1999.The total recordable injury rate,
which is the sum of lost time injuries, restricted work
assignments and medical treatments per million hours
worked, improved marginally in 1999.The number of
lost-time injuries per million hours worked remained at
4,as in 1998.Absence due to illness was 3.8 percent,
the same as in the previous year. Systematic efforts to
improve safety performance and the work environ-
ment, including chemical, physical and psycho-social
aspects, are ongoing. Health studies continued for
employees at light metal plants, including programs to
reduce musculoskeletal disorders. Several units periodi-
cally survey the psycho-social working environment,
and use the findings for corrective actions.

EMPLOYEES

The Agenda 99 program, the integration of Hydro and
Saga Petroleum employees into a single oil and energy
unit, and the restructuring of Hydro's agriculture activi-
ties have presented many challenges to our employees.
Current improvement goals and initiatives will continue
to require flexibility and initiative to find ways of in-
creasing the company's productivity. The board wishes

to express its appreciation for the high level of pro-
fessionalism and dedication shown by our employees in
making the contributions required by this demanding
business environment.

BOARD OF DIRECTORS,

CORPORATE ASSEMBLY,AND SHAREHOLDERS

In 1999, Gudmund Per Olsen replaced Inge O. Ljostad
as an employee representative on the board of direc-
tors.

Ingvild Myhre was elected as a member of the cor-
porate assembly and Sylvi Lem and Kjell Aamot were
elected as deputy members.

The following were elected as new employee repre-
sentatives to the corporate assembly: Rolf Arnesen,
Solveig Alne Frgynes, Kjell Furseth, Jarle Molde, Geir
Nilsen, Svein Erik Nilsen and Rune Strande, with
deputies Ann Hpgmann, Morten @degard and Karl-
Edvard Juul.

The board wishes to express its appreciation to
those who retired for their efforts on behalf of Norsk
Hydro.

NORSK HYDRO ASA

Norsk Hydro ASA (the parent company) had income
before tax of NOK 2,531 million in 1999, compared
with NOK 2,055 million in 1998. Norsk Hydro ASA had
net income of NOK 2,420 million, compared with NOK
1,912 million in 1998.

Oslo, 22 March, 2000
The Board of Directors
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Oil and Ene

If we are to com-
pete on equal foot-
ing with the major
oil and energy com-
panies, we bave to
cultivate and con-
tinually develop
state-of-the-art
expertise in our
strongest fields as
we operate with
bigh efficiency and
low costs. We will
concentrate on
areas where we can
excel. The acquisi-
tion of Saga Petro-
leum bas given us a
bigbly favorable
starting point.

Executive
vice president

Tore Torvund

In many parts of the world, oil is easi-
ly accessible and recovery is relatively
simple. On the Norwegian continental
shelf, however, where most of Hydro's

operations are concentrated, conditions

demand considerable technological
expertise. This is why we are breaking
technological barriers almost every
time we open a new oil or gas field, as
was the case last yeano less then
four times.

We envisage that an increasing part
of the production process that is cur-
rently carried out on the platform will
be moved down to the seabed in future
field developments. The experience we
are now gaining from Troll Pilot will
be used in the Sogn field, 20 kilo-
meters north of Troll, and in Ormen
Lange, which we hope will become an
international reference project.

MATURE AREA

STILL HAS POTENTIAL

Our current starting point is better than
ever. In less than six months, we
acquired Saga Petroleum, designed
and established a new oil company,
reduced manning levels by more than
700 and prepared the way for cost
reductions of over NOK 1.4 billion.
This has given Hydro a new and even
more central position on the continen-
tal shelf, which will remain our most
important area for oil and gas produc-
tion. The combined expertise from the
two companies has been drawn on in
the work to prepare Hydro's applica-
tion for licenses and operatorship in
the 16th licensing round.

Although the Norwegian shelf is in
many ways a mature area, it is still of
interest. Its size alone opens up for
several business opportunities. For this
reason, we hope to purchase some of
the Norwegian State's Direct Financial
Interest (SDFI) when it is made avail-
able for sale. Privatization of the large
state interest would result in added
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value through more active manage-
ment. Hydro, which is already an
operating company, has a key role to
play here.

INTERNATIONAL
FOCUS ON DEEP WATERS
In 2000, Hydro's oil and gas produc-
tion is expected to exceed 400,000
barrels a day of oil equivalents for the
first time, which means we are pro-
gressing well toward our target of at
least 800,000 barrels. As operator we
are producing considerably more. The
further development of our oil activi-
ties will take place to a large extent
internationally. We already have an
interesting position on the Angolan
continental shelf and off the east coast
of Canada. We aim to establish signifi-
cant positions in one or two other
areas in addition. This may be in the
Middle East, where the political situa-
tion now allows us greater involve-
ment. We also have potentially inter-
esting positions in Russia, if political
developments allow us to increase our
involvement.

The starting point for Hydro's inter-
national oil and energy operations is
the expertise that has been built up

Hydro Exploration

and Production Norway

is the largest division in Oil and
Energy and covers all exploration
and production of oil and gas on
the Norwegian continental shelf.
In 1999, the division had an
average daily production of
340,000 barrels of oil equivalents
and operator responsibility for
nine oil and gas fields, with an
average total production of 1.1
million barrels of oil equivalents
per day.



through the development of off-
shore projects in deep waters.

GAS OPPORTUNITIES

As gas production on the Norwe-
gian shelf increases, Norway and
Hydro will play an increasingly
central role in the supply of gas td
Europe, alongside North Africa
and Russia. We can envisage a
number of challenges and oppor-
tunities in connection with the
deregulation of the gas markets.
Our expertise in the energy field,
covering our own production of
both gas and hydro-electric
power, gives us interesting oppor-
tunities as a specialist player in a
changing market. One example of
the development of our downstream
activities in Europe is our planned
power plant in Sluiskil in the
Netherlands, which will be linked

to our Dutch fertilizer production,
but which will also supply other
Dutch customers with electricity.

OPERATING

INCOME DOUBLED

The Oil and Energy business area
presented an operating income of

Hydro is the operator of nine oil

and gas fields on the Norwegian
shelf. Four of them, including
Visund, started production in
1999.

NOK 6,962 million in 1999,
which was more than double the
1998 figure, and revenue of
NOK 26.1 billion. In the second
half of the year, Saga Petrole-
um, which was acquired on July
1, contributed NOK 269 million
to the total operating income.
The weak Saga result was due
to the company's contract-price
program for crude oil in 1999.
Hydro's annual daily production
was 340,000 barrels of olil
equivalents, approximately 25
percent more than in 1998.

Our remaining oil and gas
reserves increased during the
course of the year from 1,409 bil-
lion to 2,085 billion barrels of oil
equivalents, primarily due to the
acquisition of Saga, maturation of
new fields and upgrading of
reserves. Even without the inclu-
sion of Saga, Hydro had a signifi-
cant net increase in reserves in
1999.

Hydro Exploration
and Production
International

covers all international
oil and gas activities,
which are expected to
grow considerably. This
division currently pro-
duces oil in Canada,
Libya, Russia and the
UK, is active in fields
under development in
Angola and has interest-
ing positions in Iran.

Hydro

Energy

is responsible for all the
company's downstream
activities connected to
electricity, natural gas
and crude oil. This divi-
sion is also responsible
for Hydro's own produc-
tion of electricity, which
amounted to 10.4 TWh
in 1999.

Hydro Oil

Marketing

covers the company's
marketing of oil products
from more than 1,800
petrol stations in Scandi-
navia and the Baltic
countries through the
wholly owned company
Hydro Olje AB in Swe-
den and half the owner-
ship interest in Hydro
Texaco.
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Hydro Technology
and Projects

supports all Hydro's
divisions through techno-
logical development and
development projects.
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Light Metal

Hydro's clear ambi-

tion is to secure a
vanguard position
as the third-largest
integrated alumini-
um company in the
world, and intends
to do so by means
of alliances and
acquisitions. This is
the core of our
strategy and the
key to combining
profitability and
growth.

Executive vice
president
Eivind Reiten
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ACTION IN BRAZIL

Hydro's activities in the Brazilian
market provide a good illustration of
Hydro's Light Metals strategy. By
means of our 25.25 percent stake in
the Alunorte alumina refinery, we
have secured the rights to 380,000
tonnes of alumina per year. More-
over, we are planning, with the other
major owner, Vale do Rio Doce Alu-
minio (Aluvale), to expand capacity
by 50 percent, from 1.5 million to
2.3 million tonnes annually. This
much sought after facility will con-
siderably boost the supply of raw
materials to our metal production
operations in Europe.

The alliance between Aluvale and
Hydro also includes a contract to
purchase 1 million tonnes of pri-
mary aluminium from the Albras
metal plant, which is situated close
to Alunorte, over a period of 10
years. Metal deliveries have already
begun.Together with deliveries from
Goldendale Aluminum in Washing-
ton state in the US, they are supply-
ing metal to our own manufacturing
plants in North and South America.
The agreements are an example of
how Hydro, with its own production
of 750,000 tonnes, has attained a
volume turnover of more than 2 mil-
lion tonnes of aluminium per year.

‘We are also boosting our manu-
facturing position in Brazil through
the acquisition of an extrusion plant
that is being developed to serve the
growing Brazilian automotive indus-
try.The concentration on semi-fabri-
cation in South America is a step
toward taking our European extru-
sion success to the Americas and
Asia. Our profitable involvement in
the aluminium building systems mar-
ket will gradually provide us with
some interesting opportunities out-
side of Europe, including South
America.
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GROWTH IN THE US

Another important step is the acqui-
sition of Wells Aluminum Corpora-
tion, which makes Hydro, with a
combined capacity of 110,000
tonnes, the fourth-largest supplier of
aluminium extrusions in the US.We
now have 10 North American semi-
fabrication plants.

A considerable part of our North
American operations are dedicated
to serving the automotive industry.
The weight of new vehicles has to
be reduced. Spurred on by the need
for lower fuel consumption, the use
of light metal in new models is rap-
idly increasing. When it comes to
developing and supplying alumini-
um and magnesium components, we
have enjoyed for many years a close
working relationship with General
Motors, which named Hydro Mag-
nesium its "Supplier of the Year" for
the third year running, as well as
with other American producers.
Moreover, in Europe we have gained
many years' experience of develop-
ing and producing aluminium
bumpers, now a strongly growing
product in the US.

Hydro Aluminium

etal Products
supplies more than 2 million
tonnes of aluminium each year
from a network of casthouses in
Europe and the US. Hydro pro-
duces almost 750,000 tonnes of
primary aluminium at four wholly
owned and one partly owned
metal plant in Norway. The divi-
sion is recycling more and more
aluminium scrap in Europe and
is also developing this business
in the US. Hydro owns 14.5 per-
cent of Slovalco, a metal plant in
Slovakia, and has alumina pro-
duction in Brazil and Jamaica.



AUTOMOTIVE EXPERTISE

The automotive and transport
industries are also important
partners in the aluminium and
magnesium markets world-wide,
where requirements for quality,
know-how and competitiveness
are very demanding. New com-
ponents are developed in close
partnerships, often in the form
of development contracts, in
which Hydro's extensive metal-
lurgical expertise and research

is a decisive factor. We have
acquired this knowledge and
experience during the last few
years by developing major magne-
sium components and aluminium
structures for prestige vehicles,
working jointly with General
Motors, BMW, Lotus and Renault.
For example, in 1999 we opened
a new plant in Great Britain
where we produce adhesive-
bonded aluminium frames for the
Lotus Elise sports car. Our leading
global position in the production
of special tubing for heat ex-
changers is also an important
feature of our auto industry
collaboration.

Our lucrative involvement in the

aluminium building systems mar-
ket will gradually provide us with
some interesting opportunities
outside Europe, including South
America.

PROBLEM SOLVER

More and more often we find our-
selves taking on the role of prob-
lem solver, supplying special com-
ponents to manufacturers of PCs,
mobile telephones and other
equipment who set especially
stringent requirements on weight
and quality.

Hydro Aluminium
Extrusion

is a leading producer of
extruded aluminium for
the automotive and con-
struction industries. The
division has more than
60 semi-fabrication
plants located in 20
countries in Europe,
Asia, North and South
America and is in the
vanguard internationally
as a supplier of special
tubing for heat-exchange
systems.

Hydro Automotive
Structures

develops and produces
extruded aluminium
automotive components
in cooperation with the
international automotive
industry and is a leading
producer of bumper
beams and space frames
for small-series cars.

Hydro Aluminium
Rolled Products
serves the European
market for rolled prod-
ucts with an emphasis
on small and medium-
size end users. The
operation is based on
recycling and a distinct
niche strategy within
strip coating and the
market for transformer
windings.
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The same industries demand
more and more solutions that are
sound from an environmental and
life-cycle point of view. It is here
that Hydro's products, expertise
and concepts for sustainability
come into their own. We take our
successful European track record
of remelting scrap metal to the
US, where we recently acquired a
remelt facility and have started
construction on a plant in Hen-
derson, Kentucky, with a produc-
tion capacity for 90,000 tonnes of
primary-quality extrusion ingots.

RESULTS

Hydro's Light Metals area achieved
an operating result in 1999 of
NOK 2,179 million, which is some-
what weaker than the previous
year. Revenue was NOK 32.2 bil-
lion.The results did show some
improvement in the course of the
year, primarily due to higher metal
prices, but also to the effects of
improvement measures and better
margins in all downstream activi-
ties. A greater degree of manufac-
turing makes Hydro less vulnerable
to fluctuations in the price of
aluminium.

Hydro

agnesium
is the world's largest
magnesium producer,
with a total annual pro-
duction of 85,000 tonnes
and a recycling volume
of 35,000 tonnes at its
two plants in Canada
and Norway. The division
is collaborating closely
with the American and
European automotive
industries. Deliveries to
both of these have
increased considerably.



There is no doubt regarding the outcome of last year's strate-
gic review in Hydro — the best interests of both the company
and its shareholders are served b ﬁ/dro itself continuing to
run its agricultural business. Hydro holds a unique position
and has expert knowledge of each link of the value chain —
from raw materials processing, through production and logis-
tics to a deep-reaching understanding of how plants absorb
nutrients. In a fertilizer market in acute need o[f restructuring,
Hydro is a leading player able to play a central role. In the
course of 2000, our European operation is to be completely
restructured. Then our sights will be set on some particularly
profitable overseas growth areas.

A new dawn for Agrl

With a market share of 3 percent, Hydro is the
world's largest producer of plant.nutrients
with a unique, strong presence in all parts of
the world. World food production is growing
at a rate of nearly 2 percent annually, as is the
consumption of plant nutrients. These figures
bear comparison with developments in the
energy Sector.

For almost 100 years, we have continually
been improving our methods for providing

24—
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plants with the right nutrients. Hunger and species of plant. Correct fertilization promotes

food shortages were the driving forces Behind plant vitality and reduces nutrient run-off into
Hydro's legendary innovation in 1905, which the environment, ensuring that we obtain agri-
made it possible to separate nitrogen from air cultural produce of high quality with minimal
and convert it into fertilizer on an industrial impact on the environment. Advisory activities
scale.This paved the way for a product that and continual development, conducted both
has played a key role in reducing food short- by ourselves and in conjunction with our cus-
ages in most parts of the world. tomers, are important elements in our con-
The main challenge today is to match plant cept of sustainable conduct.

nutrients to the particular needs of different

=55
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Agri

Hydro bolds a
unique position as
a producer of plant
nutrients. A sharp
market focus com-
bined with decisive-
ness, cooperation
and internal simpli-
Sication will lift
Hydro Agri to a
new level in the
course of 2000. The
next few montbs
will be demanding,
but I firmly believe
that "Hydro Agri
Turnaround 2000"
will produce the
right results.

Executive
vice president
Thorleif Enger

EUROPEAN OVERPRODUCTION
Hydro is at the forefront of the
restructuring of the European fertil-
izer industry.There are three main
reasons for the current predicament
of the nitrate fertilizer industry. The
most important is that European
production in 1999 was 2.5-3.0 mil-
lion tonnes above consumption.
Moreover, following the devaluation
of the Russian ruble, fertilizer pro-
duction in Russia has been main-
tained at a higher level than antici-
pated, as have exports to Europe. In
addition, sales of urea to China since
1997 have been greatly reduced as a
result of the country's aim to be self-
sufficient in nitrate fertilizer.

Agri had an operating loss in
1999 of NOK 1,671 million on rev-
enue of NOK 39.7 billion - a sharp
reminder of the necessity for the
current turnaround operation. Euro-
pean restructuring costs of NOK
632 million, plus downsizing costs
and the writing off of loss-making
contracts amounting to a total of
NOK 849 million, were charged to
the accounts.

LEANER

By means of its comprehensive
improvement program "Hydro Agri
Turnaround 2000," costs will be
reduced in the course of two years
by NOK 2 billion compared to 1998.
The aim is for Hydro Agri's rate of
return to be on the same level as the
requirements of Hydro's business
areas.The organization has to be
leaner and revitalized, and functions
better coordinated and simplified, in
order to ensure a firm financial foot-
ing in recessionary periods.

The production plants that are
the least market-oriented will be
closed down and volumes in
Europe, when seen as a whole,
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adjusted to the market situation.
Compared to 1999, Hydro's nitrate
fertilizer production will be reduced
by 1 million tonnes in 2000.
Resources devoted to internal pro-
cesses will be greatly reduced. At the
same time, the groundwork will be
laid for a stronger and more system-
atic market drive.

The turnaround operation has
been organized in such a way that it
will be possible to maintain a lasting
focus on profits and the day-to-day
commercial operations throughout
even the most intensive restructur-
ing period in 2000.

A consequence of this process is
that Hydro Agri's workforce is ex-
pected to be reduced by between
2,000 and 2,500 man-years, or some
25 percent, when compared to
1998. In line with Hydro's principles
for sustainable conduct, the efficien-
cy and workforce reduction meas-
ures are to be carried out in cooper-
ation with the workforce at the
same time as work continues on
environmental and safety improve-
ments for the employees and their
environment.

GROWTH OUTSIDE OF EUROPE
Efforts to take advantage of Hydro's
position as a major purchaser of
intermediate goods will drive our
costs down more. Moreover, com-
pared to previous years, investments
in 2000 will be cut by almost half to
a level of roughly NOK 1 billion.
Investments in Europe will be kept
to a minimum, and will primarily be
directed toward establishing and
consolidating market positions and
maintaining safety and environmen-
tal standards while we step up
investments in other parts of the
world.

The company's global strategy



aims at growth by taking
advantage of the acquisition
and alliance opportunities
available at the trough of a
business cycle downturn.
Hydro's position in Africa was
boosted in late 1999 with the
acquisition of a majority share-
holding in the leading South
African fertilizer producer,
Kynoch Fertilizer, which has a
market share of 40 percent.
Joint ownership with the South
African chemicals company
AECI takes in the production
and marketing of more than

1 million tonnes of solid and

specialty products and establish-
ing new business concepts jointly
with our customers and partners.

In particular, the European
development toward bigger pur-
chasing organizations brings
opportunities for competitive
advantages through partnerships
in such areas as distribution and
warehousing. Our joint Swedish
terminal operation with Svenska
Lantminnen, SLR, adds value to
the businesses of both parties.
Instead of regarding the terminals
as purely traditional fertilizer stor-
age units, they have become a
vital part of a supply system that
ensures the customer fast and
efficient deliveries.As distribution
improves, handling costs are
considerably reduced.

Hydro's Gas and Chemicals
operations have been growing
steadily for a number of years.

Efforts in the plant nutrient mar-
liquid plant nutrients annually

and will help to restructure the
South African fertilizer industry
through the closure of nitrate
production plants. Hydro is
aiming to supply Kynoch with
250,000 tonnes of plant nutrients

ket are mainly concentrated on
developing specialty products
which create agricultural produce
of a high quality.

annually. This industry is also going
through a period of consolida-
'WORKING WITH tion, but has some fine opportu-

THE CUSTOMER

At the same time, we are concen-
trating our market efforts by
further refining our high-quality

nities for continued profitable
growth. Results were very satis-
factory in 1999, particularly
within the chemicals sector.

Hydro Agri Hydro Agri Hydro Gas and Korn- og Foderstof

Market

is the company's division
for the distribution and
marketing of plant nutri-
ents and is represented
in more than 70 coun-
tries and on every conti-
nent. The division had
production in 1999 of 19
million tonnes of plant
nutrients and, with a
market share of 3 per-
cent, was the largest
global player in the plant
nutrition market.

Production

is responsible for all of
Hydro's plant nutrient
production, a total of 23
wholly and partly owned
plants in Europe, Ameri-
ca and Africa.

Chemicals

supplies technical
nitrates, nitrogen chemi-
cals and industrial gases
— most of them with a
basis in production and
market synergies derived
from plant nutrient han-
dling — for the production
of non-military explo-
sives, glue, foodstuffs
and beverages, welding
gases and waste-water
purification.
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Kompagniet

Hydro is the majority
shareholder in A/S Korn-
og Foderstof Kompagniet
(KFK), which trades in
plant nutrients and agri-
cultural produce in Den-
mark and Sweden. The
subsidiary BioMar A/S is
a considerable supplier
to the European fish feed
market.




Other activities

Hydro will concen-
trate on the three
core areas Oil and
Energy, Light Metals
and Agri. Efforts
are under way to
Sfind new, lasting
ownership struc-
tures for Hydro
Petrochemicals and
Hydro Seafood.
Remaining opera-
tions will to a great
extent be furtber
developed in
Pronova with the
aim of creating
optimal value.

Petrochemicals

— a question of finding good solutions

"

v

Hydro's Petrochemicals Division had an operating
result in 1999 of NOK 113 million, which was NOK
116 million weaker than the previous year. Higher
prices and sound operation resulted in improved
results throughout the year, and operating income in
the fourth quarter was NOK 206 million.

The focus for the division's work is on day-to-day
operations.The goals set by the Agenda 99 improve-
ment program have been met by a comfortable margin.
Production from existing plants has increased substan-
tially, while competitive ability has improved as a result
of major cuts in fixed costs.

The strategy process in 1999 confirmed that Petro-
chemicals is no longer a core area in Hydro.We intend
to sell the operation or to continue developing it joint-
ly with others. Steps are being taken to find a partner
with ambitions to secure a leading position in this area.

Our goal in the meantime is to develop Hydro Petro-
chemicals with a view to adding value and securing its
industrial potential. During 2000 we will complete an
extensive investment program amounting to NOK 500
million, which includes construction of a partly owned
plant in Qatar.

During the autumn of 1999, we made the move into
a new market when production started up at our partly
owned PVC plant in Suzhou near Shanghai in China.
The plant has a production capacity of 100,000 tonnes
of polyvinyl chloride (PVC) which will be used to a
greater extent in the company's downstream activities
in the area of plastic foil production. Hydro holds a 32
percent ownership stake in Suzhou Huasu Plastics. The
other owners are the Westlake Group and two Chinese
companies.
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Pronova

— Omega-3 and the cultivation
of promising projects

Pronova is Hydro's home for projects and operations
to be cultivated and developed before they are
merged with or sold to external players, or incorpor-
ated at a later stage into one of Hydro's three core
areas.

The subsidiary Pronova Biopolymer a.s., which pro-
duces and sells alginate to the pharmaceuticals, food-
stuffs and textile industries, was sold in 1999. Hydro's
accounting profit before tax was NOK 1,025 million.

Pronova is pressing ahead with its development
work on Omega-3 fatty acids. Large sums have been
invested in research and development since the com-
pany launched the first Omega-3 product in 1982.

In March 1999, the American College of Cardiology
presented a long-term study that showed reduced
mortality among heart-attack patients who had used
the Pronova product Omacor.The medicament, which
is sold by prescription in Norway, is undergoing clini-
cal trials in preparation for registration in the US.

Hydro Seafood

— solid year for salmon

Nineteen ninety-nine was a good year for Hydro
Seafood. Sound operation and lower costs were the
most important single factors behind the positive
development.

In the course of 1999, Hydro Seafood consolidated
its position as the world's leading salmon-farming
company through investments in improved technolo-
gy and expansion in the form of acquisitions in Nor-
way and the Shetland Islands. In total, the acquisitions
increased production capacity by roughly 12,000
tonnes, or 17 percent.At the same time, Hydro
Seafood also widened its spectrum of value-added
products such as filets and portions, and among other
specialties now supplies sashimi to demanding Asian
markets.

Hydro Seafood has activities in Norway, Shetland,
Scotland, Ireland and France and employs 1,500 peo-
ple. In 1999, the company harvested nearly 70,000
tonnes of salmon.The total volume harvested in 2000
is projected to increase to between 75,000 and
80,000 tonnes.

Negotiations with the Dutch company Nutreco are
expected to lead to an agreement on the sale of
Hydro Seafood in the first half of 2000.
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Organization and management

Business Partner
Jan Lgkling

Industrial
Insurance
Per Arne Myklebost

Executive vice
President
Leiv L. Nergaard

Oil and Energy

Exploration
and Production
Norway
Lars T. Bjerke

Exploration
and Production
International
Morten Ruud

Energy
Reidar Saether

Hydro Oil
Marketing
Bengt Ggran
Markeborn

Technology and
Projects
Tom Retjer
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President and
CEO
Egil Myklebust

Light Metals

Aluminium
Metal Products
Jon-Harald Nilsen

Aluminium
Extrusion
Jean-Claude Raimondi

Automotive
Structures
Arvid Moss

Aluminium
Rolled Products
Carl Ludvig Kjelsen

Magnesium
Svein Richard
Brandtzaeqg

Corporate
Center

Agri
EGES
Audun Sgrbotten

Agri
Production
Per Anders Oksum

Gas and
Chemicals
Paul Petter O. Aas

Korn- og Foderstof
Kompagniet
Albert Beckenkamp

Other
activities
Thor Hdkstad

— T

Petrochemicals
Geoffrey Richards

R I

Pronova
Kjell Ramberg

R I

Seafood
Asbjgrn Reinkind

The above chart shows Hydro's organization including changes im-

plemented January 1 and April 1, 2000, and differs somewhat from

the descriptions given in the financial review for 1999. Senior vice

president Jean-Claude Raimondi takes over April 1, 2000, as leader

for Hydro Aluminium Extrusion, following Ivar Hafsett, who has been

responsible for building and developing the extrusion business. Senior

vice president Svein Richard Brandtzaeg succeeds Raimondi as head of

Hydro Magnesium.



Value-Based Management

Sharebolder value
creation is a key
priority in Norsk
Hydro's revised
corporate strategy.
In order to increase
Jocus at all levels of
the organization on
the main drivers of
sharebolder value
creation, Norsk
Hydro during 1999
adopted a Value-
Based Management
pbilosophy as the
basis for managing
the company. A
series of new tools
was also intro-
duced as part of
the VBM concept.

Leiv L. Nergaard,
Chief Financial
Officer

Our ambition is that the application
of the Value-Based Management
(VBM) philosophy will lead to a
much more clear understanding
within our organization of how
value is created.This improved
understanding will form the basis
for how customers are served, the
business portfolio is structured,
capital is invested and new ideas
evaluated and implemented.

The focus on value creation is
reflected in that the main target for
the company is to provide compe-
titive long-term total returns to the
shareholders.As an annual average
over the business cycle this should
be 15-20 percent, but the perform-
ance will also have to be bench-
marked against peers and key stock
market indicies like the Financial
Times Eurostock 300.

The implementation of the VBM
model also includes the introduction
of new tools for performance meas-
urements for the company as a
whole as well as for its divisions.
Profitability will be measured using
after-tax cash flow returns relative
to gross assets invested. This profit-
ability measure is compared to the
estimated cost of capital for the
company.

Value creation over a period of
time in each division will be meas-
ured for Total Business Return (TBR),
representing the estimated change in
entity value during the period plus
the free cash flow generated.

The introduction of the VBM con-
cept is closely linked to important
changes in Hydro's internal planning
processes. The traditional budgeting
process has been replaced with a
simplified business planning process
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focusing on the key value drivers in
each business unit, the establishment

of action plans and the setting of
targets.The targets form the basis for
performance contracts which will be
followed up on a quarterly basis.
Performance relative to the estab-
lished targets will be a key factor

in new compensation schemes to
supplement the new option plan
which in December was introduced
for 40 top executives.

The most important effects of an
application of the VBM philosophy
and the new business planning
processes are expected to be:

I More active portfolio
management

| Improved capital allocation
decisions

| Improved operating
performance

| Better basis for leveraging size
and talents through shared
services and knowledge transfer

| A stronger sense of accountability
and improved operating perfor m-
ance

Over time, this will result in a
stronger corporate culture focused
on continuous improvements and
an organization which will not be
satisfied with anything less than
world-class performance.
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1999 COMPARED WITH 1998

Group operating revenues of NOK 102,433 million in 1999
were 5 percent higher than in 1998. Operating revenues of

The US dollar exchange rate rose in 1999 from NOK 7.61
per dollar at the beginning of the year to NOK 8.01 at the end
of the year. The net foreign exchange loss in 1999 decreased
to NOK 304 million from NOK 361 million in 1998. During

Saga included in the consolidated accounts were NOK 3,88(998, the dollar strengthened from NOK 7.33 at the begin-
million. Operating income increased by 33 percent comparefing of the year to NOK 7.61 at year-end.

to the previous year. Earnings in 1999 were favorably influ-
enced by a significantly higher crude oil price, while low
prices for fertilizer and lower realized prices of aluminium
negatively impacted 1999 earnings.

NOK million 1999 1998 1997
Operating revenues 102,433 97,468 97,722
Operating income 7,735 5,830 10,702
Non-consolidated investees 339 410 402
Net interest expense 1,167 1,065 869
Net foreign exchange loss 304 361 275
Net gain on securities (379) (1,015) (236)
Other, net 459 2 (71)
Net financial expense 1,551 409 837
Other income 1,350 - 78
Income before taxes 7,873 5,831 10,345
Income tax expense (4,294)  (1,990) (5,198)
Tax effect of changes in tax law (43) 11 106
Minority interest (90) (98) (48)
Income before cumulative effect
of change in accounting principles 3,446 3,754 5,205
Cumulative effect of change
in accounting principles (30) - -
Net income 3,416 3,754 5,205
Earnings per share (NOK) 13.80 16.40 22.70

The main items affecting the change in operating income
were:

NOK million 1999 vs.1998
Prices, Exploration and Production 3,230
Margin (2,225)
\olume 1,280
Depreciation, Exploration and Production

(ex. Saga) (310)
Saga 270
Fixed costs 25
Restructuring costs Plant Nutrition (632)
Other non-recurring items Plant Nutrition (680)
Other (50)

Financial and other

In 1999, other income of NOK 1,350 million consisted of
a gain of NOK 149 million on the sale of the plastic pipe sys-
tems of Mabo, a gain of NOK 1,025 million on the sale of
Pronova Biopolymer, a gain of NOK 234 million on the sale
of Hydro Coatings and a loss of NOK 58 related to the trans-
fer of the plastic bumper system activities.

Taxes and net income
Income before taxes and minority interest increased 35 per-
cent from 1998. The provision for current and deferred taxes
was equivalent to 55 percent of pre-tax income in 1999, com-
pared to 34 percent in 1998. The higher relative proportion of
income attributable to offshore oil and gas activities on the
Norwegian Continental Shelf increased the effective tax rate.
In addition, the 1998 tax rate was positively influenced by a
settlement on tax consolidation in the Netherlands related to
parts of Hydro's agriculture activities. Current tax represents
82 percent of total taxes, compared to 70 percent in 1998.
Net income was NOK 3,416 million (NOK 13.80 per
share) in 1999, compared to NOK 3,754 million (NOK 16.40
per share) in 1998.

Balance sheet

The balance sheet of Hydro is significantly influenced by the
Saga acquisition. Total assets and total liabilities increased by
NOK 46.1 billion and NOK 38.2 billion, respectively, as a
result of the acquisition of Saga.

Short-term bank loans and the current portion of long-
term debt increased to NOK 8,268 million at the end of 1999
from NOK 6,737 million at the end of 1998.

Hydro's long-term interest bearing debt at the end of 1999
was NOK 42,228 million, compared to NOK 24,105 million
at the end of 1998.

Net interest bearing debt (short- and long-term interest
bearing debt, including the current portion of long-term debt,
less cash and cash equivalents) at the end of 1999 was
NOK 43.1 billion, compared to NOK 28.9 billion at the end
of 1998. The increase in net interesting bearing debt resulted
from the issuance of new debt in 1999 and the debt aquired

The results for non-consolidated investee’s decreased comyvia the Saga acquisition, which at year-end was NOK 5.2 bil-

pared to the previous year. The decline was mainly due to
reduced performance from Hydro's fertilizer affiliates, while
earnings improved for Dyno ASA and Hydro Texaco. In

1998, earnings from Dyno included provisions related to a

lion. At the date of acquisition, net-interest bearing debt in
Saga was NOK 14.7 billion. Norsk Hydro ASA issued long-
term debt in January 1999 in the aggregate principal amount
of NOK 7.1 billion in the US and the UK. The US issue and

legal settlement in the US, which reduced Hydro's earningsthe UK issue totaled USD 575 million and GBP 225 million,

by NOK 198 million.

respectively. In addition Hydro issued Euro bonds of EUR

Net financial expense was NOK 1,551 million, compared300 million at 6.25 percent in October 1999.

with NOK 409 million in 1998. In 1998, net financial items

Minority interest increased by 5 percent to NOK 1,323

were affected by a pre-tax gain of NOK 1.1 billion related tomillion in 1999.

the sale of Hydro’s shares in Saga Petroleum ASA. Capital-

ized interest in 1999 was NOK 839 million, compared to
NOK 614 million in the previous year.

Net interest expense increased by NOK 102 million in
1999 due to higher net interest bearing debt.

Shareholders' equity was NOK 59,497 million at the

end of 1999, an increase of 23 percent compared to 1998.
The share capital increase related to the Saga acquisition led
to an increase in shareholders' equity in 1999 of NOK 11,603
million.
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HYDRO OIL AND ENERGY Effects from Saga 1999 vs. 1998
Volume 3,905
NOK million 1999 1908 1997  Rovalty (115)
Operating revenues 26002 17,866 2142 | roductioncosts (645)
Operating income 6962 3260 7081  Cxplorationcosts (240)
Current assets 21,714 0,741 10,567 Depreciation, including amortization of
Non-current assets 80,685 38,965 36,310 excess purchase price of Saga (2,390)
Return on capital employed 14% 9% 20% Price hedging program (365)
Number of employees 3,505 2009 2572  2ther 120

Hydro Oil and Energy, which in 1999 consisted of the seg-

ments Exploration and Production, Refining and Marketing Revenges and markgt conditions . .
and Energy, had operating income of NOK 6,962 million in Operating revenues increased by 64 percent due to higher oil

1999. This was an increase of NOK 3,702 million or 114 peP'ices and volume. Most of the oil produced by Exploration
cent compared to 1998. and Production is §o|d through Refining and Marketing. In
With effect from 1 January, 2000, oil and gas trading, re- 1999, these sales |n.cr.eased by 49 pgrcent compared to 1998.
fining activities and sale of dry gas will be transferred to Internal sales to. Refining and Mgrketlng represepted 59 per-
Energy. The remaining oil marketing activities in Sweden, inf;ent of Exploration and Productlo.n's total operating revenues
cluding Hydro’s joint venture Hydro Texaco, will be reportedIn 1999, compared to 65 percent in 1998. The remaining 41

under a separate segment named Oil Marketing. percent of 1999 operating reyenue_s Wf?lS comprlsed mainly of
sales of gas and transportation tariffs, in addition to external

oil sales, mainly by Saga. Total external sales by Saga repre-
EXPLORATION AND PRODUCTION sented 22 percent of total operating revenues. With the full
integration of Saga's operation in 2000, most of the oil pro-
duced by Saga will be sold through Hydro Energy, which

NOK million 1999 1998 1997 - - ) ;

Operating revenues 17.406 10637 13151 will include oil and gas trading with effect from 1 January,
Operating income 5,840 2,565 6,363 2000. ) o
Exploration activity 1513 1368 1114 In 1999, Hydro realized an average crude oil price of .
Current assets 16,894 6720 7627 USD 18.50 per barrgl co.mpz.ared to USP 12.40 per barrel in
NOM-CUITent assets 75,501 33486 30,957 1998. The reall.zed oil price in Norwegian kroner was NQK
Return on capital employed 13% 8% ooy 145 per barrel in 1999 cqmpared to NOK 94 per barrel in
Number of employees 2,867 2351 2114 1998. Saga's price hedging program for crude oil negatively

affected 1999 operating income by NOK 367 million and

Internal sales, mainly to Refining and Marketing, amounted financial expense by NOK 377 million. Due to the time lag

to NOK 10,410 million in 1999 compared to NOK 7,025 mil_in the price-setting mechanism for gas relative to crude oil,

lion in 199é ' average prices for gas were lower in 1999 than the previous
Saga Petroleum'’s activities are consolidated in Hydro's & ear. ) )

counts with effect from 1 July, 1999. Hydro's total production of oil and gas was 340,000 bar-
The main items affecting the change in operating income!€!S Of 0il équivalents per day (boed) compared to 270,000

excluding effects from Saga, were: boed in 1998. The increase was mainly due to production

from Saga of 130,000 boed in the second half of 1999, which

NOK million 1999 vs. 1998 . . .

Price 3230 Onan annualized basis, represented a contribution of 65,000

Volume '200 boed. Oil production accounted for 78 percent of the total

Royalty (60) production in 1999 compared to 79 percent in 1998. Gas pro-

P ) duction rose to 11.7 million standard cubic meters per day in
roduction costs (45) - . .

E ) 1999 compared to 9.0 million standard cubic meters in 1998.
xploration costs 260 . . . .

b o Included in the increase of 2.7 million standard cubic meters
epreciation (275) ) . .

Write-down Sincor I day vyas Saga_s total gas production of 621 m|II|on. §tan-

Other (including net transportation tariffs) (400) dard cubic meters in the second half of 1999 or 1.7 million

standard cubic meters per day on an annualized basis.

Oil production from fields put into operation in 1999 was
lower than expected, mainly due to delayed start-up and the
resulting lower production from the fields Visund, Asgard,
Oseberg East and Kharyaga. Oil production was lower from
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the existing fields, Oseberg and Brage, which are in the de-related to more production from fields with higher deprecia-
cline phase of oil production, while Njord increased its pro- tion cost per boe, and also to increased accruals related to de-
duction. Gas production from the major field, Troll, increasedomissioning and well closure. Depreciation related to the
in 1999. As a result of the acquisition of Saga, Hydro gaineaxcess value over book value of assets acquired from Saga
access to production from Saga's existing fields in Norway. amounted to NOK 8 per boe on an annualized basis.
Hydro's production outside of Norway has also increased due A total number of approximately 710 employees have ac-
to production from Saga's fields in the United Kingdom and cepted severance payments and early retirement packages of-
Libya. fered as part of the reorganization process following Hydro’s
Global oil production decreased to approximately 74 mil-aquisition of Saga. Approximately 650 employees accepted
lion barrels per day in 1999 from an average of 75.5 millionbefore year-end and the remaining 60 employees in the first
barrels per day in 1998. OPEC production declined by 1.4 part of year 2000.
million barrels per day, while the decrease in production out-
side of OPEC was approximately 0.2 million barrels 1999. Outlook
At the beginning of 1999, the Brent Blend oil price was Hydro's production is expected to increase in 2000, primarily
around USD 11 per barrel. Prices started to increase arounds a result of the acquisition of Saga. Depreciation per boe is
March, after OPEC decided to cut their oil production furtheexpected to increase in 2000, mainly due to increased depre-
by 1.7 million barrels per day. Since March the prices have ciation related to the Saga excess value over book value.
increased steadily, and at year end the price of Brent Blend Total exploration activities are expected to be higher in
was approximately USD 25 per barrel. 2000 compared to 1999. The main reasons are increased par-
This increase in price, primarily caused by OPEC producticipation in Norwegian licenses, and participation in new
tion cuts, was also due to a reduction in production outside afeas abroad due to the Saga integration. Exploration and ap-
OPEC, an increase in demand as a result of better econompraisal activities in Angola and Canada are also expected to
conditions in Asia, as well as colder weather conditions in thiecrease.
OECD area. Hydro's future international activities will be focused on
Gas consumption in Western Europe, the most importantfour to five core geographic areas, each with the potential to
market for Norwegian gas, increased by approximately produce a minimum of 50,000 boe per day. Saga's interests
4.7 percent from 1998 to 1999. Increase in demand for gason the British Continental Shelf are to be sold as they are not
used for generation of electrical power was the primary rea-consistent with the core geographic areas' growth strategy.
son for this growth. Natural gas exports from the Norwegian Global oil demand in 2000 is expected to rise by 2.4 per-
Continental Shelf grew by 6.3 percent to 45.8 billion stan- cent to 77 million barrels of oil per day. This rise, if realized,
dard cubic meters, of which Hydro's share was approximatekyll be higher than experienced over the past several years,

9.1 percent. and is seen as a sign of a return to more normal conditions af-
ter a period characterized by a low increase in demand. Pro-
Operating costs duction outside of OPEC is expected to increase to approxi-

Average production cost (cost of operating field and trans- mately 45.6 million barrels of oil per day. Crude oil prices
portation facilities including C®emission tax, insurance,  will to a large extent depend upon OPEC's production level.
and gas purchased for injection, excluding transportation taiFhe price of exported gas from Norway is closely linked to
iffs and depreciation) was NOK 22 per boe in 1999 comparéudustrial fuel oil prices, with a slight time lag.
with NOK 21 per boe in 1998. Hydro's total expenditure for In the third quarter of 1999, Hydro purchased put options
exploration of oil and gas and appraisal of discoveries that give it the right to sell 30 million barrels of oil in 2000
amounted to NOK 1,513 million in 1999 compared to for an average price slightly above USD 15 per barrel. This is
NOK 1,368 million in 1998. Saga accounted for NOK 301 to ensure earnings against the effects of low crude oil prices.
million of the increase in exploration expenditures in 1999. The cost of the put options, approximately NOK 91 million,
Increased exploration activities in Angola and Canada resultvill be amortized throughout year 2000.
ed in an increase in Hydro's international exploration activi- The Gas Negotiating Committee (GNC) entered into a
ties, while exploration activities in Norway were reduced by long-term contract in 1999 with the Polish Oil and Gas Com-
13 percent compared to 1998. Of the total exploration expepany. Deliveries are likely to begin in 2000. In addition, the
ditures, NOK 1,202 million was expensed in 1999 compare@GNC entered into a short-term contract for deliveries to the
to NOK 1,221 million in 1998. Accruals for well closure, de- UK during the winter 1999/2000. Based upon all present
commissioning and removal costs totaled NOK 542 million contracts, the total committed gas sales from the Norwegian
in 1999. Continental Shelf will be around 70 billion standard cubic
Depreciation, including provisions for abandonment and meters in the plateau sales period starting around 2005.
well closure cost, averaged NOK 49 per boe in 1999, com- Hydro's expected share of the committed volume in 2005 is
pared to NOK 35 per boe the previous year. This increase isbout 10.5 percent.
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The Saga acquisition is expected to create annual cost seshich almost solely consists of Hydro Texaco, more than
ings of NOK 1.4 billion to the Norwegian oil industry, of doubled from 1998. The improvement was primarily caused
which NOK 500 million is expected to benefit Hydro. by increased oil prices and better margins in the Norwegian

and Danish retail gasoline market.

REFINING AND MARKETING Operating costs

Total operating costs, consisting mainly of raw materials and
NOK million 1999 998 1997  product variable costs of crude oil and refined oil product
Operating revenues 15,716 11,101 14,584 purchases, increased by 39 percent compared with 1998 pri-
Operating income 495 112 284 marly due to increased oil prices. Refining costs per barrel,
Non-consolidated investees 117 36 (71) comprised of both fixed and variable processing costs, were
Current assets 5435 2,364 2,529 at the same level as the previous year.
Non-current assets 1,923 1,908 1,885
Return on capital employed 22% 8% 11%  Outlook
Number of employees 290 270 267 In the Scandinavian retail market, demand for motor fuels is

expected to be stable or slightly increasing. Consumption of
The main items affecting the change in operating income heating oil is expected to decline as a result of competition

were: from complementary energy sources, electricity and natural
NOK million 1999 vs. 1998 gas - a process in which Hydro is actively involved. Hydro's
Margin (including trading) 420 earnings from refining and marketing activities will continue
Volume 20 to be strongly affected by the international oil price develop-
Fixed costs (40) ment, industry-wide refining margins and competitive condi-
Other (15) tions in the Scandinavian retail markets.

Revenues and market conditions
Operating revenues increased by 42 percent in 1999 com- ENERGY
pared with 1998, primarily because of significantly higher oil

prices. The average Brent Blend crude oil price increased 440K million 1999 1998 997
percent in 1999 compared to the prior year. Selling prices obperating revenues 3,301 3,068 3,280
refined products increased correspondingly, but at a slowerOperating income 618 573 652
rate. Approximately 84 percent of operating revenues were Non-consolidated investees 9) (75) (14)
related to trading and refining activities, which consists of Current assets 1,440 944 908
sales of crude oil and condensates production. Marketing oNon-current assets 3,261 3,571 3,468
oil products in Sweden accounted for the remaining 16 per-Return on capital employed 19% 15% 22%
cent. Number of employees 348 378 368

Hydro's earnings from refining increased by 133 percent
compared to 1998. The improvement was mainly caused bynternal sales were NOK 1,973 million, mainly to Aluminium
better margins on sales from inventories acquired at lower Metal Products compared to NOK 1,696 million in 1998.
historical costs and the prior year being impacted by a six- The main items affecting the change in operating income
week maintenance shutdown of Scanraff. However, measuredere:

on a daily basis, Hydro's refining margins weakened during NOK million 1999 vs. 1998
1999 as a result of the rapid increase in crude oil prices.  Margin (20)
Income from the international trade of crude oil, liquefied Volume 140
natural gas and refined oil products increased by 85 percenPeat activities in Ireland (100)
compared with 1998, reflecting favorable positioning in re- Other 25

lation to market price movements.
In Sweden, marketing activities showed significantly im- Revenues and market conditions
proved results in 1999, primarily due to better realized retailln 1999, operating revenues for Energy were NOK 3,301 mil-
and wholesale margins. In the Swedish retail fuel market, tH®n, an increase of 8 percent compared to 1998. The increase
demand for gasoline was virtually unchanged from 1998, was primarily due to an increase in operating revenues from
whereas diesel consumption increased by 1 percent. Con- European gas trading activities. Electricity trading revenues
sumption of heating oil declined by 3 percent. Hydro slightlydecreased by 7 percent due to lower electricity prices.
improved its market share in the Swedish market in 1999. Gross margins on electricity sales increased in 1999 by
Hydro's share of net income in non-consolidated invested$OK 120 million due to increased electricity production.
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Higher than normal inflow into reservoirs in 1999 allowed Hydro Light Metals consists of the segments Aluminium
for higher net sales of electricity in the spot market. AverageMetal Products, Aluminium Extrusion and Other Light Met-
spot prices fell from 11.6 gre/KWh in 1998 to 11.2 gre/KWhals. Other Light Metals consists of Aluminium Rolled Prod-
in 1999. Energy's European gas trading activity margins in-ucts, Automotive Structures and Magnesium. In 1999, the op-
creased to NOK 35 million compared to NOK 2 million in  erating income for the Hydro Light Metals was NOK 2,179
1998, the figure for 1999 representing a full year of trading million, which was a decrease of 15 percent compared to
activity versus one month in 1998. 1998.

Energy's total marketed electricity volume increased to
29.7 TWh in 1999 from 24.0 TWh in 1998. Electricity pro-
duction for Hydro-operated plants totaled 10.4 TWh in 1999ALUMINIUM METAL PRODUCTS

an increase of 16 percent compared to 1998.

Net energy exports from Norway amounted to 2.1 TWh irNOK million 1999 1998 1997
1999, compared to net imports of 3.6 TWh in 1998. Operating revenues 17,281 18,235 16,138
Operating income 1,357 1,854 1,197
Operating costs Non-consolidated investees 62 108 66
In 1999, Energy incurred a non-recurring cost when Current assets 8,403 9,433 6,327
it closed down and sold its Peat business in the Republic ofNon-current assets 5,143 4,735 4,308
Ireland, which negatively impacted operating income by  Return on capital employed 15% 23% 18%
NOK 100 million. Of this amount, NOK 87 million repre-  Number of employees 3,651 3,823 4,151
sented the write-down of assets and NOK 13 million repre-
sented related operating costs incurred in 1999. In 1999, operating revenues for Aluminium Metal Products

Power plant operating costs totaled NOK 560 million,  were NOK 17,281 million, a decrease of 5 percent compared
compared to NOK 545 million in 1998, an increase of 3 perto 1998. Internal sales to other segments in Hydro amounted
cent. Business and project costs of NOK 60 million de- to NOK 5,209 million compared to NOK 5,860 in 1998, a
creased by NOK 15 million, or 20 percent from the previousdecrease of 11 percent. These sales are mainly to Aluminium
year. Other operating costs remained virtually unchanged Extrusion.
from 1998.

Operating costs of NOK 34 million, related to the growinglhe main items affecting the change in operating income
European gas trading activities, increased by NOK 6 millionwere:

or 21 percent from the prior year. NOK million 1999 vs. 1998
Energy's share of net income of its non-consolidated in- Margin (600)
vestees produced a net loss of NOK 9 million in 1999, com-olume 120
pared with a net loss of NOK 75 million in 1998. The post- Fixed costs (100)
ponement of the Naturkraft AS project contributed to the re-Trading and price hedging 40
duction in the net loss in 1999. Other 45
Outlook Share of net income from affiliated companies decreased by

Water reservoir levels were normal, based on an eight year42 percent compared with 1998, mainly due to decreased

average, at the end of 1999. At year-end, the forward markehargins at Sgral and project costs from Utkal Alumina Inter-

showed no change in spot prices. Production level is estimatational Limited.

ed to be above a normal level of 8.5 TWh in 2000. Energy

will continue building up its European gas trading activity inRevenues and market conditions

line with the liberalization of the European energy markets. Operating revenues from the sale of own primary aluminium
production were 3 percent below the previous year. The in-
crease in sales volume of primary aluminium production by

HYDRO LIGHT METALS 1 percent was more than offset by reduced realized prices.
Operating revenues from other activities were 9 percent be-
NOK million 1999 1998 1997 low the previous year.
Operating revenues 32,221 32,327 27,499 The average three-month price for primary aluminium on
Operating income 2,179 2,577 1,638 the London Metal Exchange (LME) was USD 1,387 per
Current assets 15,783 16,487 14,216 tonne in 1999, virtually unchanged from the average price of
Non-current assets 13,684 13,219 11,648 USD 1,380 per tonne in 1998. The three month price on the
Return on capital employed 10% 13% 10% LME increased from USD 1,403 per tonne at 30 June, 1999
Number of employees 15,219 15,889 16,088 to USD 1,655 per tonne at 31 December, 1999. At 31 Decem-
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ber, 1998, the corresponding price was USD 1,239 per tonne. Measured against market prices at year-end, Hydro's trad-
Due to time lags in contract prices, Hydro realized average ing activities have contracts in place for aluminium and alu-
prices in Norwegian kroner that were 7 percent below 1998mina representing an unrealized profit of approximately
Hydro had recognized gains of NOK 229 million on its priceNOK 200 million. Hydro's ability to recognize this amount
hedging program in 1999, compared to NOK 191 million in will depend upon market developments in 2000.
1998. (Please refer to the Risk Management section for a
further explanation of the price hedging program).

Shipments in the Western world increased by approxi- ALUMINIUM EXTRUSION

mately 5 percent during 1999 compared with 1998. Regis- NOK million 1999 1998 1997

tered inventories were stable during the year. Thus, stock Operating revenues 12,081 12,088 10,438
level relative to consumption has been reduced. The markeDperating income 649 536 474

situation in Europe was affected by the downturn in Asian Current assets 4,930 4,551 4,057

economies during the first half year of 1999, leading to presNon-current assets 3,295 3,427 3,014

sure on product premiums above the standard LME price. Return on capital employed 13% 12% 12%

However, the situation gradually improved during the year, Number of employees 7,871 7,806 7,760

and Hydro by year-end was fully utilizing its cast house

product capacity at reasonable product premiums. The main items affecting the change in operating income

were:

Operating costs NOK million 1999 vs. 1998
Total operating costs per tonne of primary aluminium were iKargin (110)
line with the previous year. Raw material cost per tonne provolume 340

duced decreased by 6 percent compared to 1998, mainly d&é&ed costs (90)
to reduced alumina prices. Fixed costs increased by 4 per-Other (25)

cent compared to 1998.

Alumina and electricity are the most important raw mate-Revenues and market conditions
rials for the production of primary aluminium. In 1999, Hydro Aluminium Extrusion's operating revenues calculated
Hydro sourced approximately 36 percent of the alumina re-in local currencies showed growth in all business units in
quirements for its primary metal production from an affiliat- 1999, whereas growth measured in NOK was flat. The Extru-
ed refinery in Jamaica. The remaining part of Hydro's alu- sion Europe unit accounted for 57 percent of operating rev-
mina requirements was secured through long-term contractenues; sales of Building Systems, 17 percent; sales of Heat
linked to primary aluminium prices. Electricity prices were Transfer tubing and components to the automotive market,

slightly higher in 1999 compared to 1998. 18 percent. The remaining 8 percent was split among Extru-
Operating income for aluminium trading activities was in sion International, sales of general extrusions outside Europe,
line with the previous year. and Light Metal Wheels.
Sold volume of general extruded profiles increased by
Outlook 5 percent in 1999. Global shipments of heat transfer products

Industry shipments are expected to increase by 3-4 percenimereased in 1999 by 11 percent over the previous year, while
2000 compared to 1999. The favorable market situation for shipments within the Building Systems unit increased by
aluminium may lead to additional restart of idle capacity. 9 percent.
However, a shortage of alumina may limit such restarts. Sup- A strong European economy, southern Europe contribut-
ply surplus in the aluminium industry is not expected to be ang more than northern, and continued strong growth in the
issue in 2000. US economy resulted in increased extrusion consumption,
Hydro has sales contracts in place for about one-third of which in Europe amounted to approximately 4 percent. This
its primary metal production in 2000 at an expected price ofis a result of the increasing demand for aluminium extru-
USD 1,430 per tonne. The main part of the pre-sold metal isions, particularly in the building sector in southern Europe
tied to normal customer pricing, while the remainder is con-and in the machine and electronic industries in northern Eu-
nected to the price-hedging program carried out in the first rope. In addition, market penetration of air conditioning sys-
half of 1999. Measured against year-end market prices, thetems for cars in Europe is increasing the demand for Heat
program for 2000 will have a negative effect. The size of theTransfer tubing.
effect will depend on the further price development; as of
31 December, 1999, this loss was NOK 246 million. Alu-  Operating costs
minium price volatility can result in significant fluctuations The high volume increased capacity utilization at Hydro's ex-
in the marked-to-market adjustments for LME positions trusion plants. Capacity was added mainly through minor in-
which are recorded to operating income. vestments in Germany, Italy and Brazil. Productivity in man-
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ufacturing processes was improved in line with the segmentthanged for 40 percent of the shares in a newly merged com-
continuous improvement program. Fixed costs increased pany, Granges Autoplastics AB (nowAutoplastics AB). The

slightly in 1999. shares were exchanged at fair value, resulting in a loss of
NOK 58 million in 1999. In March, 2000, Hydro entered
Outlook into an agreement to sell the shares in Autoplastics back to

The economic outlook for the main markets in Europe and Granges. The sale will result in a gain of approximately the
the US continues to be positive for 2000, and the demand farame size as the loss recorded in 1999.
aluminium extrusions is expected to continue to increase. Magnesium’soperating revenues increased by 7 percent

Following a substantial increase in the activities within  in 1999, while operating income decreased by approximately
the non-residential building sector in the early 90's, the sect@? percent. Improved production together with almost un-
has during the past few years been through a consolidationchanged average prices contributed positively, while a write-
phase. This consolidation phase, mainly within the German down of capitalized project costs resulted in an overall net
building industry, continued in 1999, but the market is ex- decrease.
pected to recover in 2000. In Southern Europe, building ac- In 1992, an anti-dumping duty of 21 percent was imposed
tivities in recent years have been very high and this trend ison US imports of pure magnesium produced at Hydro's plant
expected to continue in 2000. A similar consolidation phasein Canada. The US Department of Commerce (DOC) re-
is expected to occur in Southern Europe. quires three consecutive annual reviews with zero dumping

The market penetration effect on sales of Hydro's Heat margin before the case can be considered for revocation. De-
Transfer tubing will continue and constant product develop- spite having met the three-year requirement, the DOC decid-
ment within this area will add value beyond the pure volumeed in 1999 not to revoke the order based on its determination
increase. that Hydro had not shipped sufficient "commercial quanti-

As of 1 March, 2000, the Baltimore-based Wells Alumini- ties" during the previous three 12 month periods. Hydro will
um Corporation wells is a part of Hydro Aluminium Extru- continue to pursue revocation via the annual review process,
sion, as the result of Hydro’s acquisition. Wells has 7 plants while raising the level of its shipments of pure magnesium to
in 6 states, supplying soft alloy extrusions and fabricated anthe US. Furthermore, Hydro has filed a complaint at the
finished aluminium components, with leadership positions inJnited States Court of International Trade contesting the
a number of attractive market niches. More than 50 percentDOC's decision. Hydro is also participating in a five year au-
of the extrusions produced by Wells incorporate value-addetbmatic review (Sunset Review) conducted by the DOC and
fabrication and/or finishing. The company will form a new the International Trade Commission (ITC), to be concluded
business unit "Extrusion North America." Wells has an ex- by July 2000, which could result in revocation. A counter-
truded products production capacity of approximately 75,000ailing duty applicable to Hydro's imports of pure and
tonnes. alloyed magnesium from Canada to the US, originally at

7.61 percent, has been gradually reduced to 2.02 percent, and
is expected to decline in future years. A separate Sunset Re-

OTHER LIGHT METALS view, which could result in revocation of this duty, is also un-
derway at the DOC and ITC.
NOK million 1999 1998 1997 The trend of increasing demand for alloy magnesium die
Operating revenues 7,716 7,869 6,824  castings in motor vehicles is expected to continue, and will
Operating income 216 162 25  be the principal driver of growth for the foreseeable future.
Non-consolidated investees (89) (39) (18) Based on announced projects and general interest from new
Current assets 3,639 3,442 4,664  potential entrants, the industry is considered likely to be
Non-current assets 5,247 5,057 4,326  adequately supplied to support anticipated growth.
Return on capital employed 2% 3% 2%
Number of employees 3,697 4,260 4,177
HYDRO AGRI
Aluminium Rolled Products’ operating revenues decreased
in 1999 compared to 1998 due to the closing of Hydro SlugNOK million 1999 1998 1997
AS. Operating income increased in 1999 due to higher vol- Operating revenues 39,658 41,316 42,589
umes and better margins. Operating income (loss) (1,671) 58 1,278
Automotive Structures’ operating revenues and operating Current assets 21,275 21,046 22,516
income in 1999 were lower than in 1998, because with effecNon-current assets 15,764 17,346 14,913
as of the 2nd quarter of 1999, Hydro and Granges (now SapReturn on capital employed (3%) 3% 7%
AB) of Sweden agreed to merge their plastic bumper systenNumber of employees 11,479 12,072 11,626

operations. Hydro's shares in three subsidiaries were ex-
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Hydro Agri, which consists of the segments, Plant Nutrition,from 1998 to 1999. New production capacity in India, Pak-
Gas and Chemicals and A/S Korn- og Foderstof Kompagniéstan and Australia, combined with low consumption in the
(KFK), had an operating loss of NOK 1,671 million. This  US, resulted in excess capacity. Capacity closures towards
was a decrease of NOK 1,729 million compared to 1998. the end of the year, permanent and temporary, have con-
tributed to a leveling out of prices. At the end of 1999, the
DAP price was USD 147/mt (fob) compared to an average

PLANT NUTRITION 1998 price of USD 203/mt.

Sales of fertilizers produced in Western Europe by Hydro
NOK million 1999 1998 1997 amounted to 11.7 million tonnes, compared to 11.3 million
Operating revenues 26,799 27,997 29,149 tonnes in 1998. Total sales, including third party products, to-
Operating income (loss) (2,239) (582) 869 taled 19.2 million tonnes, an increase of 4 percent compared
Non-consolidated investees 210 379 345 to 1998.
Current assets 15,921 15,468 18,243 For the 1999 calendar year, total fertilizer deliveries to the
Non-current assets 11,939 13,389 12,009 most important markets in Western Europe were slightly
Return on capital employed (7%) 0% 7%  higher than in 1998. Fertilizer deliveries in Western Europe
Number of employees 7,802 8,364 8,158 during the first half of the 1999/2000 fertilizer season (July

through December 1999) increased slightly from the corre-
Of Plant Nutrition’s total operating revenues, 8 percent wersponding period of the previous year.
internal revenues, mainly from sales to Gas and Chemicals. According to the European Fertilizer Manufacturers Asso-
The corresponding amount for 1998 was 5 percent. ciation numbers, West European nitrogen consumption in-
Share of net income from non-consolidated investees wasreased by approximately 1 percent from 97/98 to 98/99.
reduced by 45 percent, mostly due to reduced earnings in Consumption increased in Germany, Ireland and Spain. Phos-
Qafco (reduced urea prices) and Farmland, (reduced DAP phate consumption declined by approximately 1 percent and

prices). potash consumption declined by 4 percent.

The main items affecting the change in operating The ammonia price (North West Europe) has declined fur-
income were: ther and fell on average by 18 percent from 1998 to 1999.
NOK million 1999 vs. 1998 Traded ammonia volume was slightly lower than in 1998,
Margin (900) mainly due to reduced production in Trinidad.

\olume 180

Fixed costs 400 Operating costs

Restructuring (632) Raw material costs were reduced in 1999 compared to 1998.

Non-recurring costs (680) Natural gas is the most important raw material for the pro-

Other (25) duction of ammonia and nitrogen fertilizer. In 1999 average
gas prices stated in US dollars decreased by almost 20 per-

Revenues and market conditions cent compared to 1998 despite the crude oil price increase

Operating revenues decreased by 4 percent in 1999 compat@gards the end of the year. Considerable amounts of phos-
to 1998. An increase in volume did not offset reduced fertilizzhate and potassium are also used in the production of com-
er prices, which continued their downward movement, partiglex fertilizer. Prices for these raw materials were basically at
ularly in Europe. the same level as in 1998.

The international market for urea was fairly stable through Fixed operating costs decreased during 1999. Costs relat-
1999, but with lower prices than in 1998. The average Middleg to the development of an integrated information system
East urea price declined by 16 percent from 1998 to 1999. amounted to approximately NOK 150 million, compared to
The import demand was negatively influenced by import re-NOK 400 million in 1998. The implementation of the system
strictions in China and heavily subsidized fertilizer produc- in the European part of the organization was finalized in the
tion in India. Also in 1999, additional production capacity first half of 1999.
outstripped consumption growth, worsening the global sup- Hydro has decided to close down capacity of approximate-
ply/demand balance. ly 1,000,000 tonnes of nitrate capacity given Hydro’s estima-

Developments in the international nitrogen fertilizer mar- tion of an overcapacity of 2.5-3.0 million tonnes in the Eur-
kets, combined with the surplus capacity of nitrates, put ~ poean nitrate industry combined with the perception that the
downward pressure on prices for nitrogen fertilizers in WestEuropean nitrate market has limited growth potential in the
ern Europe in 1999. Average nitrogen fertilizer prices in foreseeable future. The plants affected by the capacity reduc-
Western Europe dropped by 15 percent during 1999. Redudion are Landskrona in Sweden, Immingham in Great Britain
tion in complex fertilizer (NPK) prices was smaller. and Montoir in France. The plants are expected to stop pro-

The average DAP price (US Gulf) dropped by 13 percentduction permanently during the second quarter of 2000.
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The decision to reduce capacity was announced in Decembacted through 1999. As a result of poor performance and
1999, and the names of the factories involved in the restructow capacity utilization within the nitrate industry, several
turing program were announced in March 2000. Total re- European companies, including Hydro, announced restructur-
structuring provisions of NOK 632 million were taken in ing measures during the end of 1999 and beginning of 2000.
1999, of which NOK 444 million was for write-downs and These closures will imply capacity reduction of approximate-
NOK 188 million was for the expected costs to dismantle thiy 2 million tonnes of nitrate capacity, approximately 15 per-
plant facilities and to terminate agreements with customers cent of Western European nitrate capacity. The reduced sup-
and suppliers. ply is expected to contribute to an improved market balance
In 1999 operating income for the fertilizer business was in 2000.
charged with non-recurring items of NOK 849 million, the The DAP prices fell significantly in 1999 and are expected
main items are discussed below, in addition to the restructute be low in 2000.
ing charge. The price of oil affects gas prices, and with the high prices
Operating loss included a charge of NOK 75 million assoat the end of 1999 and beginning of 2000, the energy costs at
ciated with the shutdown of the Vlaardingen phosphoric acitHydro fertilizer plants will increase. This represents a major
plant in the Netherlands, in addition to the NOK 120 million challenge for the fertilizer business. A USD 1 barrel increase
charged in 1998. The plant ceased operation in November on a yearly basis represents a NOK 130-150 million increase
1999. Capacity utilization for Hydro's fertilizer plants was  in operating cost for Plant Nutrition.
slightly lower than in 1998. Due to high inventory volumes,  No major change in fertilizer consumption is expected in
the production was reduced at some sites. Hydro's ammoni#/est Europe. The set aside rate in the EU is currently at 10
plant in Porsgrunn started production late in July after havirgercent and is expected to remain at this level.
been closed for almost a year due to a major revamp. The  In December 1999, Hydro entered into a joint venture with
ammonia/urea plant in Le Havre was out of production for lthe South African chemicals company, AECI, for the produc-
weeks in the autumn, also due to revamp. tion and marketing of NPK and liquid fertilizers in South
In March 1999, a Hydro Agri improvement program was Africa. The joint venture company, Kynoch Fertilizer, is the
launched. The original target was a cost reduction of approXeader in the South African fertilizer market with a market
mately NOK 1,000 million (compared to 1998) to be share of 40 percent.
achieved by the end of 2001. This target has since been re- During 1999, decisions leading to a total manning reduc-
vised upward to approximately NOK 1,350 million in fixed tion of 800 full-time equivalents were made. Of these ap-
costs and NOK 400 million in variable costs. By the end of proximately 600 left during 1999. The restructuring program
1999 the reduction in full-time equivalents in the fertilizer is expected to reduce the number of employees by approxi-
business was 600 persons. In the accounts of 1999 approximately an additional 300 persons at the production sites.
mately NOK 330 million has been provided for to cover the Costs of approximately NOK 150 million related to this de-
redundancy costs related to the demanning of approximateipanning will most probably be incurred in the first quarter of
800 people. This includes NOK 62 million related to the clo-2000. Hydro has also launched an overhead turnaround pro-
sure of the Vlaardingen phosphoric acid plant. ject that is expected to reduce manning significantly. The
The financial situation of the farming industry in Central costs related to this program will be clarified later this year.
Europe has been difficult the last couple of years. As a cons¢ydro expects total manning for the fertilizer business in
quence, Hydro has made provisions of NOK 86 million for 2001 to be reduced by about 1,900-2,200 full-time equiva-
estimated losses on accounts receivable in this region. lents (including employees and consultants) compared to the
The operating loss includes an expense of NOK 229 mil-start of 1999. This will represent a 20-25 percent manning re-
lion related to long term contracts for purchase of ammoniaduction.
from Tringen. Of the expense in 1999, NOK 128 million re-
presents accruals for estimated losses for future purchases.

GAS AND CHEMICALS

Outlook

The oversupply situation in the urea market is expected to NOK Million 1999 1998 1997
continue for a period of time with a low price level as a con-Operating revenues 4,718 4,716 4,383
sequence. New capacity will come on-stream during 2000 Operating income 349 261 305
and 2001. A major part of the exporting urea industry has a Current assets 2,553 1,937 1,395
cost basis that is not linked to the oil price level. The two  Non-current assets 2,173 2,394 1,676
largest urea-consuming countries, China and India, are ex- Return on capital employed 11% 11% 15%
pected to continue to subsidize their domestic industry and Number of employees 1,568 1,623 1,325

major import demand is not likely from these countries.
Nitrate prices in Western Europe decreased more than ex-
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The main items affecting the change in operating income Hydro Chemicals' volumes are expected to remain stable

were: at high levels of capacity utilization. Margins are under pres-
NOK million 1999 vs. 1998  sure in international nitrate markets, where as, margins on
Margin 40  ammonia based products are expected to be stable.

\Volume 80 Sales volumes are expected to increase for core activities,
Fixed costs (25) particulary in Hydrogas and HydroCare, due to market

Other (5) growth, new applications and sales established in new geo-

graphical areas.
Revenues and market conditions
The increase in operating revenues in Hydrogas and Hydro-
Care in 1999 was offset by slightly lower operating revenued\/S KORN- OG FODERSTOF
in Hydro Chemicals, the largest business unit, and in HydroKOMPAGNIET - KFK
Oleochemicals, leaving the segment's total operating rev-
enues virtually unchanged from the prior year. NOK Million

. . 1999 1998 1997

Hydro Chemicals' operating revenues decreased by 2 peb—perating revenues 9.756 10,143 10,007
cent due to lower international market prices of nitrogen Operating income 233 375 89
based products, while improved margins contributed to an i&mem assets 3.792 3.088 3712
crease in operating income. Contribution from new productﬁlon_current assets 1,654 1,566 1,229
and applications continued to improve overall performance Return on capital employed 7% 120 6%
for Hydro Chemicals in 1999. Number of employees 2,109 2,092 2,143

The 4 percent increase in operating revenue for Hydrogas

was due to sales growth in established operations in Westef o main items affecting the change in operating
Europe and new carbon dioxide sales in Asia.

) . ) income were:
HydroCare increased its operating revenues due to new NOK million 1999 vs. 1998
projects outside Scandinavia. Margin 130
) Volume 75
Operating costs Fixed costs (45)
Raw material costs were reduced from 1998 to 1999. AmmBépreciation and amortization 210)
nia, the main raw material for Hydro Chemicals, experiencegther (90)

a 21 percent reduction in price from 1998. The price of urea
for technical applications was reduced by 22 percent com-
pared to 1998. Both urea and ammonia are mainly sourcedRevenues and market conditions
from other Hydro units. In 1999, operating revenues from the grain and feed-stuff
Hydrogas' sourcing and logistical costs increased due to usiness fell 4 percent, and from fish feed activities, 6 per-
major revamp of Hydro's ammonia plant in Porsgrunn, whictent, compared to the prior year, both due solely to a decline
created a stoppage in carbon dioxide supply from this sourdge prices.
during the first seven months of 1999. The Danish and Swedish markets for grain and feed-stuff
Fixed costs increased during 1999 by 1 percent. The un-are highly competitive, and grain products especially have
derlying increase was mainly related to geographical exparshown lower margins than in 1998. This has partly been off-
sion and business development for Hydrogas. Fixed costs iset by a higher sale of compounds.
1999 were charged with a provision for demanning of about Operating revenues from the Norwegian fish feed market
NOK 30 million. were influenced by a fire in the fish feed factory in Myre in
Non-recurring costs in 1999 consist of a charge of 1998, which reduced production capacity in the short-term.
NOK 66 million related to write-downs of a rare earth pro- Therefore, sales volumes in Norway were 9 percent lower
duction facility in Norway and a hydrochloride acid recy- than in 1998, although the total Norwegian market showed a
cling plant in Germany. The 1998 operating costs were volume increase. The margins in all markets were consider-
charged NOK 60 million for the implementation of a new adably higher than in 1998 primarily due to lower raw material
ministrative system and NOK 42 million for the write-down costs.
of the rare earth production facility in Norway.
Operating costs

Outlook Raw material costs, which constitute the largest part of total
Continued low urea and ammonia prices are assumed in  operating costs, were at a lower level in 1999 compared to
2000. 1998. The grain and feedstuff activities had a decline in raw
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material costs of 9 percent, and fish feed activities had a deereased by 3 percent in 1999 versus 1998; in North America,
cline in raw material costs of over 20 percent. by 2 percent; and in Asia, by 6 percent. The sale of PVC

Depreciation increased by NOK 212 million in 1999. A from the US to Asia was low due to weak margins combined
change in accounting principle in 1998 created a favorable with high domestic demand and therefore, relatively higher
one-time effect of NOK 238 million in 1998. The operating margins in the US market. Because of increased need for
costs in 1998 were also positively affected by an insurance VCM in Hydro's production of PVC, and also weak prices,
settlement of NOK 68 million related to a fire in the fish feedHydro's sale of VCM to Asia was low.

factory in Myre, Norway. Hydro's average realized price for S-PVC (CIF) was 5 per-
cent lower in 1999 than in 1998. However, realized price for
Outlook S-PVC increased dramatically at the end of the year, and the

The improvement in operating income for fish feed activitiesaverage price for the second half versus the first half of 1999

is not expected to continue at the same rate in 2000. Howewveas 39 percent higher. This price increase was mainly due to

sales volumes are expected to increase considerably, amorigcreased raw material prices (oil), in combination with high-

other reasons because both the Norwegian factories will beer demand in Europe for PVC.

ready for normal production during the high season. Within ~ Hydro's total production of S-PVC increased to 451,000

the grain and feed-stuff business, the main focus in year 20@hnes, a 12 percent increase over 1998.

will be to continue the cost reduction initiatives. Caustic prices deteriorated throughout 1999. On average,
realized FOB prices for caustic soda were NOK 1,294 per
tonne in 1999, compared with NOK 1,579 per tonne in 1998.

PETROCHEMICALS On 1 March, 1999, Hydro announced the sale of the activ-

ity in Mabo AS to Pipelife (a joint venture between Wiener-
NOK million 1999 1998 1997 berger of Austria and Solvay of Belgium). The net gain be-
Operating revenues 5,346 6,028 6,034 fore tax from this sale was NOK 149 million. On 7 Septem-
Operating income 113 229 430 ber, 1999, Hydro announced the sale of its coil coating busi-
Current assets 3,031 2,624 3,311 ness, the Hydro Coatings Group, to BASF with a net gain be-
Non-current assets 3,240 3,656 3,498 fore tax of NOK 234 million. In 1998, operating revenues for
Return on capital employed 10% 6% 9%  Mabo and the Hydro Coatings were NOK 1,207 million.
Number of employees 1,937 2,965 2,984

Operating Cost

The main items affecting the change in operating Total raw material costs for Petrochemicals was approximate-

incomg were: ly 6 percent below 1998. This was mainly due to the sales of
NOK million 1999vs. 1998 Mmaho and Hydro Coatings, partly offset by increased prices
Margin (275)  for natural gas liquids (NGL) and higher PVC volumes pro-
Volume 125 duced.

Fixed costs 30 Total fixed cost were reduced compared to 1998. This was
Other 5

mainly attributable to the sales of Mabo and Hydro Coatings,
lower development costs for a new administrative system in
1999 than in 1998 and reduced manning.

Revenues and Market Conditions
In 1999, operating revenues for Petrochemicals were 11 pegy 100k

cent lower than in 1998, due to disposals of the plastic pipeg|opal demand for PVC is expected to increase by 5 percent
systems activity of Mabo and Hydro Coatings, and lower avi, 2000 versus 1999.

erage product prices. Petrochemicals' operating income de-

creased by 51 percent, because of the factors which con- gjightly below year end prices in 1999. Large new capacities
tributed to the reduction in operating revenues and higher brought on stream between 1997 and 2000 do not seem to
feed-stock costs in the ethylene plant. However, at year-enyaye created a sigificant downward pressure on margin.
significantly higher product prices were being realized. Hydro has designated Petrochemicals as a non-core busi-

Diqusals 9f assets in Singapore Polymer (Forporation ir?ness segment and has committed to actively taking part in the
connection with a relocation increased operating income W'FQstructuring of the Petrochemicals business.

NOK 52 million.

Global demand for PVC was approximately 4 percent
above demand in 1998, and about equal to the demand in
1997. The total Western European consumption of PVC in-

The average price for PVC for year 2000 is expected to be

Norsk Hydro’s Annual Report 1999



NORSK HYDRO ASA - Financial Review

OTHER ACTIVITIES The US dollar exchange rate rose in 1998 from NOK 7.33
per dollar at the beginning of the year to NOK 7.61 at the end
Hydro Seafood'soperating revenues and operating income of the year. The net foreign exchange loss in 1998 increased
increased in 1999 compared to 1998. In 1998, the outbreaktofOK 361 million from NOK 275 million in 1997. During
the fish disease, Infectious Salmon Anemia (ISA), in Scot- 1997, the dollar strengthened from NOK 6.45 to NOK 7.33 at
land required the slaughter of salmon, which led to signifi- year-end.
cant losses. In 1997, other income of NOK 78 million reflected a gain
Hydro has in March 2000 entered into final and exclusiven the sale of a portion of a partly owned power plant.
negotiations with the Dutch company Nutreco Holding N.V.  Income before taxes and minority interest decreased 44
to sell its salmon production and sales activitites operating @ercent from 1997. The provision for current and deferred
Hydro Seafood AS. It is expected that a final agreement wiltaxes was equivalent to 34 percent of pre-tax income in 1998,
be realized during the first half of April. compared to 49 percent in 1997. The lower relative propor-
Pronova's operating revenues and operating income de-tion of income attributable to Norwegian offshore oil and gas
creased in 1999 compared with 1998. During 1999, Pronovactivities lowered the effective tax rate. In addition, the tax
divested its subsidiary, Pronova Biopolymer (alginates), to effect from the gain on the sale of Hydro's shares in Saga
FMC Corporation with a pre-tax profit of NOK 1,025 mil-  Petroleum, taxed at a tax rate of 28 percent, and the final rul-
lion. The major part of the remaining Pronova consists of thing regarding tax consolidation in the Netherlands of parts of
Omega-3 fatty acids where particularly the lipid-lowering  Hydro's European fertilizer operations, created positive one-
drug Omacor is supposed to have a high potential. time effects. Excluding these non-recurring effects, the effec-
Hydro Technology and Projectsoperating revenues de- tive tax rate for 1998 would have been approximately 49 per-
creased in 1999 from 1998. Operating income was slightly cent. Current tax represented 70 percent of total taxes, com-
reduced in 1999 compared to 1998. pared to 81 percent in 1997.
Hydro's insurance activities' operating income was Net income was NOK 3,754 million (NOK 16.40 per
higher compared to 1998. In 1999, insurance activities had share) in 1998, compared to NOK 5,205 million (NOK 22.70
gross premium revenues of NOK 515 million, while total as-per share) in 1997.

sets at year end amounted to NOK 3,810 million. Minority interest increased by 10 percent to NOK 1,266
million in 1998.
Shareholders' equity was NOK 48,291 million at the end
1998 COMPARED WITH 1997 of 1998, which was an increase of 6 percent compared to
1997.

Group operating revenues of NOK 97,468 million in 1998

were at essentially the same level as in 1997. Operating in-Summary of operating income per segment

come decreased 46 percent compared to the previous yearExploration and Production's operating income was more

Light metals showed substantial improvement, mainly due tthan 50 percent below that of the prior year. The decrease was

higher metal production and better margins. Earnings weakprincipally due to lower crude oil prices, higher exploration

ened considerably for Hydro Agri, Hydro Oil and Energy an@éxpense and a general increase in costs.

Petrochemicals, mainly due to lower prices. Refining and Marketing's operating income in 1998 fell
The results for non-consolidated investee companies webg 61 percent compared to 1997 due to lower realized mar-

comparable to the previous year. The fertilizer affiliates gins, as a result of declining prices for crude oil and refining

showed improvement despite weak markets, as did the retgiiroducts.

gasoline marketing company, Hydro Texaco, and Sgr-Norge  Energy's operating income in 1998 was 12 percent below

Aluminium A/S (Saral). Dyno ASA made provisions in con- that in 1997, mainly due to lower electricity prices and a re-

nection with legal settlements in the US, resulting in a reduatuction in earnings from trading activities.

tion of NOK 198 million to Hydro's net income. Aluminium Metal Products' operating income increased
Net financial expense was NOK 409 million, compared by 55 percent in 1998, mainly due to higher metal production

with NOK 837 million in 1997. The decrease was significantand better margins.

ly affected by the gain of NOK 1,131 million related to the Aluminium Extrusion's operating income improved by

sale of Hydro's share in Saga Petroleum ASA. Capitalized it3 percent compared to 1997 due primarily to higher volumes.

terest in 1998 was NOK 614 million, compared to NOK 565  Other Light Metals' operating income increased by NOK

million in the previous year. Net interest expense increased137 million, due to improved earnings in Hydro Aluminium

by NOK 196 million in 1998 due to higher net interest bear-Rolled Products and Hydro Magnesium.

ing debt and the currency exchange rate effect on the interest Plant Nutrition’s operating income weakened consider-

expense, mainly due to the strengthening of the USD. ably in 1998, mainly due to lower prices for nitrogen fertiliz-
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ers, costs related to reengineering and lower fertilizer deliverHydro uses to manage its primary market risks are as fol-
ies. lows:

Gas and Chemicalsbperating income decreased by 14 futures: crude oil, aluminium, electricity
percent compared to the previous year, affected by the write- forwards: crude oil, aluminium, electricity, natural gas,

down of a production facility for rare earth in Norway as well foreign currency
as by costs related to the implementation of a new adminis- options:  crude oil, aluminium, electricity, foreign
tration system. currency

A/S Korn- og Foderstof Kompagnietoperating income swaps: crude oil, aluminium, NGLs, foreign
increased by NOK 286 million in 1998, mainly due to a currency, interest rate
change in KFK's accounting principle for depreciation and an
insurance settlement. Hydro considers all significant derivative financial and

Petrochemicals’operating income declined by 47 per- commaodity instruments to be held for purposes of managing
cent as a result of lower margins for S-PVC and reduced foreign exchange, interest rate and commodity price expo-
VCM sales, as well as costs related to the implementation afures. Instruments held for speculative or trading purposes,

a new administrative system. including the remaining derivative financial and commodity

Other Activities' operating income decreased by NOK instruments acquired via the Saga acquisition, are considered
145 million in 1998 compared to 1997 mainly due to the opimmaterial. For accounting purposes, unless otherwise dis-
erating loss in Hydro Seafood. closed below, derivative financial and commodity instru-

ments are marked to market value with the resulting gain or

loss reflected in income since most of them do not meet the
RISK MANAGEMENT criteria for hedge accounting. This can result in volatility in

earnings as the associated gain or loss on the related transac-
Hydro's primary market risks are commodity price risks aristions may be reported in earnings in different periods. Hy-
ing mainly from fluctuations in the prices of crude oil, alu- dro's use of various derivative commodity instruments is sub-
minium, natural gas, electricity, fertilizers, magnesium and ject to the continuous oversight and control of the segment's
petrochemicals. In addition, Hydro is also exposed to foreigmanagement and periodically reviewed by corporate manage-
currency risk due to the fluctuations of the Norwegian kronement. Segment policies govern the limit for exposure to de-
against other currencies, primarily the US dollar, and interesivatives in terms of amount, duration, and quantities as well
rate risk. as providing "stop-loss."

Total company Commodity price risk
A substantial part of Hydro's products are commodities.  The following highlights Hydro's main commaodity price
Commodities are subject to significant fluctuations in supplyisks.
and demand, which strongly affect prices and profitability. Aluminium . Hydro is a leading producer of primary alu-
Hydro manages a portion of its commodity price risks minium and aluminium fabricated products. Hydro also has
through the use of derivative commodity instruments to re- considerable activities related to physical aluminium and raw
duce its exposure to changes in crude oil, aluminium, naturahaterial trading aimed at extending Hydro's role as a reliable
gas, electricity, and fertilizer prices. and long-term supplier of raw materials and aluminium prod-
Prices of many of Hydro's most important products, ucts. The objective of this trading is to optimize logistical
mainly crude oil, aluminium, natural gas and magnesium, costs and strengthen market positions by providing customers
are either determined in US dollars or are influenced by localith flexibility in pricing and sourcing. To secure margins on
currency rates against the US dollar. The cost of raw materiphysical contracts, Hydro enters into corresponding London
als, including natural gas, NGLs, and alumina, are affected Metal Exchange (LME) futures and options contracts. Hydro
by the US dollar price of petroleum, while the cost of alu- manages its total trading activities on a portfolio basis, often
minium and energy are influenced by the US dollar. The  taking LME positions based upon net exposures. According-
launch of the Euro may lead to important commodities beingy, it is difficult to meet certain hedge accounting criteria.
priced in Euro. This may alter the currency exposure for HyTherefore, aluminium price volatility can result in significant
dro and, eventually, the Euro may become a more significarituctuations in the marked to market adjustments for LME
part of Hydro's debt composition. Hydro enters into deriva- positions recorded to operating income. However, the effect
tive financial instruments primarily aimed to reduce cash  of price changes of future physical metal purchases and sales
flow risks associated with debt repayments, collection of seis expected to largely offset the marked to market adjust-
lected receivables, and liquidity needs for certain currenciesnents for those LME contracts. In addition, Hydro engages
The derivative financial and commodity instruments thatin speculative trading within strict limits as defined by man-
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agement. Volatility from market adjustments on speculative gate unwanted price exposure for a portion of its crude oil
positions will not have offsetting effects from other transac- portfolio production, principally oil cargoes that are in tran-
tions. sit, and certain inventories of oil or petroleum products at its
In 1998 and 1999, Hydro entered into short positions uspartly owned refinery in Sweden.
ing LME contracts as a hedge against the risk of lower prices
for anticipated metal sales of primary production in 1999 anEoreign exchange risk
2000. This hedging program started in 1998. The LME con-Hydro's primary foreign currency risk is tied to local curren-
tracts limit the unfavorable effect of price decreases on futuny fluctuations against the US dollar. To reduce the long-
metal sales, but also limit the favorable effect from price in- term effects of fluctuations in US dollar exchange rates,
creases. These transactions qualify for deferral accounting.Hydro incurs most of its debt in US dollars. Approximately
As of 31 December, 1999, the deferred loss of the hedge cd®8 percent of Hydro's long-term debt, including Saga's
tracts was NOK 246 million compared to a gain of NOK 26dong-term debt, is in US dollars. The remaining long-term
million at year-end 1998. The loss, adjusted for effects of fudebt is denominated in Norwegian kroner, Euro, Swedish
ture price changes, will be reflected in earnings when pro- kroner, and British pounds. Hydro's operating income is most
duction is sold. likely to be improved when the US dollar appreciates against
Gas.Hydro is a producer, consumer, buyer and seller of European currencies, whereas financial expense, including
gas. The production in the Norwegian part of the North Seairgerest expense and net foreign currency losses, is likely to
sold through the Gas Negotiation Commitee ("GNC"). The be negatively affected. In addition, the effects of translation
consumption is mainly supplied by long-term contracts withof local currency financial statements of subsidiaries outside
major producers and distributors. Hydro is mainly involved of Norway into Norwegian kroner can influence comparative
in physical over-the-counter forward contracts traded bilateresults of operations.
ally in the UK and the European continent. The main purpose The Saga acquisition has increased Hydro's exposure to
of this activity is to secure gas deliveries to its customers, tachanges in the oil price and fluctuations in the US dollar as
reduce the risk in the gas portfolio against unfavorable fluc-the oil activity has become relatively more important for the
tuations in price, and to participate in limited speculative  group. The currency composition of Hydro's debt has been
trading within strict limits defined by management. adjusted to partly reflect the changes in exposure. Hydro pri-
Electricity . Hydro is a producer, consumer, buyer and  marily employs foreign currency swaps and forward currency
seller of electricity. In Norway, Hydro's consumption of elec-contracts to modify the currency exposures for Hydro's long-
tricity exceeds its production. This deficit is principally cov- term debt portfolio. Foreign currency swaps allow Hydro to
ered through its long-term purchase contracts with other Nawmise long-term borrowings in one currency and swap them
wegian producers. Hydro's demand and supply balance carinto another with lower funding costs rather than borrowing
also be affected by other factors such as seasonal variationgirectly in the second currency. Forward currency contracts
and the level of its production, which is influenced by precipare entered to safeguard cash flows for anticipated future
itation and reservoir levels. Hydro employs derivative instrutransactions or to cover short-term liquidity needs in one
ments, such as futures, forwards and options, and physical currency by excess liquidity available in another currency.
contracts that are traded either bilaterally or over electricity Entering into short-term forward currency contracts also re-
exchanges in Scandinavia. The main purpose of this activityuces funding costs when compared with drawing a short-
is to secure electricity on the Scandinavian market for its ovierm loan in one currency and investing short-term in another.
consumption and delivery commitments, to reduce the risk in In order to further mitigate its exposure to foreign curren-
the electricity portfolio against unfavorable fluctuations in ¢y risk, Hydro has designated a portion of its foreign denomi-
price, and to participate in limited speculative trading withinnated long-term debt, including certain related balances in
strict limits defined by management. currencies arising from foreign currency swaps and forwards,
Oil. Hydro produces and sells crude oil and refined petr@as hedges of net foreign investments in subsidiary companies.
leum products. The Saga acquisition has increased Hydro'sThe foreign exchange gains and losses on this debt are
exposure to fluctuations in oil price. In the latter half of 1993¢ecorded as a separate component of equity.
Hydro purchased put options to hedge a portion of 2000's oil
production against the risk of declining oil prices. These putinterest rate risk
options entitle Hydro to sell 30 million barrels of oil in 2000 Hydro is exposed to changes in interest rates primarily as a
for an average price slightly above USD 15 per barrel. In adresult of borrowing and investing activities used to maintain
dition, Hydro inherited Saga's price hedging program for  liquidity and fund its business operations. Management's
crude oil which terminated at year-end 1999. Hydro utilizes strategy is to have debt with long average life and stable in-
Brent futures and swaps, and options with international oil terest payments at the lowest possible level. Hydro maintains
and trading companies. These instruments are used to mitia high ratio of long-term, fixed-rate debt with an even debt
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repayment schedule and adequate resources to allow for fi- Hypothetical loss from
nancial flexibility. The Saga debt securities acquired are also ' +/- 10% change in:
long-term with fixed interest rates and are considered well , Fair Foreign  Com-

. L. . (unaudited) value Interest currency modity
suited to Hydro's own loan portfolio in terms of maturity andysx mition 311299 rates exch.rates prices Other

average interest rates. Hydro uses from time to time derivapgivative instruments
tive financial instruments such as foreign currency and inter.

related to:
est rate swaps to minimize its exposure to interest rate riskSegmmodities (231) i 18 203
o ] Other (295) - 571 -
Sensitivity analysis _ o _ Financial instruments (38,280) 2,021 3,490 - 111
Hydro has chosen sensitivity analysis to provide information Hypothetical loss from
about its potential exposure to hypothetical loss for derivative +/- 10% change in:
instruments and financial instruments in compliance with re- . Fair Foreign - Com-
quirements of the Securities and Exchange Commission ~ (Unaudited) value Interest  currency modity
(SEC) NOK million 31.12.98 rates exch.rates prices Other
) s . . . Derivative instruments
The sensitivity analysis reflects the hypothetical loss in related to:
fair values assuming a 10 percent change in rates or prices Commod.ities 289 997
and no changes in the portfolio of instruments as of 31 De- Other (73) 1 269
cember, 1999. Hydro's management cautions against relyin'g -
inancial instruments (25,538) 1,025 2,295 - 83

on the information presented. This is due to the arbitrary na=
ture Of_assumptlons In_VONed' _the Inablllty of SUCh_ a Slmple_ 1) The change in fair value due to price changes is calculated based upon pricing for-
analysis to model reality, continuous changes to its portfoliomulas for certain derivatives, the Black-Scholes model for options and the net present
and the exclusion of certain of Hydro's positions necessary \tgdue of cash flows for certain financial instruments or derivatives. Discount rates used
. . . iate for the individual inst ts.

reflect the net market risk of the Group. Accordingly, the in- /2" 8 aepropriate for the individual instruments. . .

. , i 2) Financial instruments include cash and cash equivalents, investments in marketable
formation does not represent management's expectations  securities, bank loans and other interest bearing short-term debt and long-term debt. A

about probable future losses. The most significant limitationsibstantial portion of the hypothetical loss in fair value for changes in interest rates re-

on the figures provided are as follows: lates to Hydro's long-term fixed rate debt. As Hydro expects to hold this debt until ma-

. . . turity, changes in the fair value of debt would not be expected to effect earnings.
The presentation only includes the effects of the deriva-

tive instruments discussed above and of certain financial in-During 1999, Hydro issued fixed rate debentures of USD 575
struments (see Note 2 below). It does not include related million, GBP 225 million, and EURO 300 million. Hydro de-
physical positions, contracts, and anticipated transactions tlta¢ased its position in LME-traded contracts for the year end-
many of the derivatives instruments are meant to secure. Aed 31 December, 1999 compared to the previous year. These
rate or price change of 10 percent will often result in a correzontracts were executed as part of Hydro's management of
sponding effect to the fair value of the physical or underlyinghe risks associated with the fluctuations in the price of its
position such that the resulting gains and losses would offsebmmodity-based products.
In addition, as allowed by the SEC regulations, Hydro has With regard to Saga Petroleum, oil-based options and
excluded accounts payable and accounts receivable from ttssvaps, Norwegian kroner and an aggregate of USD 700 mil-
presentation which may have had a significant effect on fordion denominated long-term debt were primarily maintained
eign exchange risk figures provided. during 1999. The oil-based options and swaps terminated at
The computations, which provide the most negative effe®l December, 1999. As a result of the incorporation of Saga
to Hydro of either a 10 percent increase or decrease in eacRetroleum's debt portfolio, Hydro increased its position in
rate or price, also do not take into account correlations whidbng-term debt.
would be expected to occur between the risk exposure cate- In the second half of 1999, Hydro entered into put options
gories. For example, the effect that a change in a foreign exo hedge anticipated oil transactions in 2000 against the risk
change rate may have on a commodity price is not reflectedf declining oil prices. As a consequence of the activities
in the table. Furthermore, it is not probable that all rates or mentioned, Hydro increased its exposure to risks related to
prices would simultaneously move in directions that would interest rates and primarily the US dollar exchange rate ver-
have negative effects on Hydro's portfolio of instruments.  sus Norwegian kroner, thus leading to an increase in the hy-
The effects of these limitations on the estimates may bepothetical losses in the fair value for the year ended 31 De-
material. cember, 1999. As discussed above, the hypothetical loss does
not include, among other things, certain positions necessary
to reflect the net market risk of the Group. Therefore, Hydro's
management cautions against relying on the information pre-
sented.
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LIOUIDITY AND CAPITAL RESOURCES included the purchase of subsidiaries and other ownership in-
- terests, decreased in 1999 to NOK 188 million.

In 1999, NOK 1,233 million was used in financing activi-

NOK million 1999 1998 1997 ties. By comparison NOK 2,317 million was provided in

Cash flow provided by 1998 and NOK 752 million was used in 1997. Repayments of
(used for): loans totaled NOK 19,626 million in 1999, while short-term
Operations 14,744 8,500 10,386 and long-term proceeds were NOK 21,707 million.
Investments (8,366) (11,612) (10,817)

Financing (1,233) 2,317 (752) Outlook

Increase (decrease) in In January 2000, Norsk Hydro ASA increased its bond loans
cash and in the European market from EUR 300 million to EUR 400
cash equivalents 5,499 (502) (1,100) million. The original bond, issue in October 1999 at 6.25 per-

Return on: cent, is due on 15 January, 2010.

Shareholders' equity 6% 8% 12% Hydro anticipates that cash from operations, the proceeds
Capital employed 9% 8% 13% from the issue of debentures and notes and credit facilities
Long-term debt/ currently in place will be sufficient to meet all expected capi-
equity ratio 0.69 0.49 0.37 tal expenditures and financial commitments in 2000.

Cash flow

Cash provided by operations in 1999 of NOK 14,744 milionFORWARD-LOOKING STATEMENT

was 73 percent above the level in 1998 and 42 percent above

1997, due mainly to improved earnings excluding non-cashHydro has established certain targets for average return on

items. capital employed, long-term debt to equity ratio and dividend
For the two previous years, net working capital require- as a percent of net income seen over a period of several

ments increased and, thus, reduced cash provided by opergears. Management does not anticipate that all targets would

tions. necessarily be met in any individual period and targets must
Cash used for investing activities decreased by 28 percerfte seen over a longer time perspective. In addition, reference

from 1998, due mainly to higher proceeds from sales of in- is made to ltem 1, "Additional Factors Which May Affect

vestments in 1999 than in 1998. Investments in property, Business" of Norsk Hydro's Form 20-F, for the cautionary

plant and equipment amounted to NOK 13,029 million in  statement about factors that may cause actual results to differ

1999, which was 6 percent higher than in 1998 and 23 per-materially from those contained in any oral of written for-

cent higher than in 1997. Investments in the Exploration ansvard-looking statements made on behalf of the Company.

Production segment including Saga’s investments in second his includes targets stated above and other forward-looking

half accounted for approximately 67 percent of total invest- statements contained in this annual report.

ment in 1999 compared with 52 percent and 48 percent in

1998 and 1997, respectively. Long-term investments, which
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CONSOLIDATED INCOME STATEMENTS

Year ended 31 December,

Amounts in NOK million (except per share amounts) Notes 1999 1998 1997
Operating revenues 5 102,433 97,468 97,722
Raw materials and energy costs 61,185 62,446 60,428
Payroll and related costs 7,20 14,051 13,081 11,801
Depreciation, depletion and amortization 5,15 10,494 7,508 6,826
Other 8,336 8,603 7,965
Restructuring costs 6 632 - -
Operating costs and expenses 7 94,698 91,638 87,020
Operating income 5 7,735 5,830 10,702
Equity in net income of non-consolidated investees 5,14 339 410 402
Financial expense, net 8,24 (1,551) (409) (837)
Other income, net 9 1,350 - 78
Income before taxes and minority interest 7,873 5,831 10,345
Current income tax expense 10 (3,553) (1,379) (4,117)
Deferred income tax expense 10 (741) (611) (1,081)
Tax effect of changes in tax law 10 (43) 11 106
Minority interest (90) (98) (48)
Income before cumulative effect of change in accounting
principle 3,446 3,754 5,205
Cumulative effect of change in accounting principle (30) - -
Net income 27 3,416 3,754 5,205
Earnings per share before change in accounting
principle 3 13.90 16.40 22.70
Earnings per share 3 13.80 16.40 22.70
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Net income 3,416 3,754 5,205
Other comprehensive income, net of tax:
Net unrealized gain (loss)

on securities available-for-sale 2 (851) 212
Net foreign currency translation adjustments (523) 1,416 357
Minimum pension liability adjustment (8) (27) -
Total other comprehensive income (loss), net of tax 3 (529) 538 569
Comprehensive income, net of tax 2,887 4,292 5,774

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

31 December,

31 December,

Amounts in NOK million Notes 1999 1998
ASSETS
Cash and cash equivalents 25 7,435 1,936
Other liquid assets 11, 25 2,535 2,493
Accounts receivable, less allowanceg®2and 650 25 23,254 19,219
Inventories 12 16,327 15,494
Prepaid expenses and other current assets 25 8,199 5,572
Current deferred tax assets 10 945 597
Current assets 58,695 45,311
Non-consolidated investees 14 6,966 6,297
Property, plant and equipment, less accumulated

depreciation, depletion and amortization 15 102,498 63,632
Prepaid pension, investments and other non-current assets 13, 16, 20 7,989 7,784
Deferred tax assets 10 1,271 999
Non-current assets 118,724 78,712
Total assets 5 177,419 124,023
LIABILITIES AND SHAREHOLDERS' EQUITY
Bank loans and other interest-bearing short-term debt 17,25 7,361 5,150
Current portion of long-term debt 19, 25 907 1,587
Other current liabilities 18, 25 28,509 19,668
Current deferred tax liabilities 10 216 222
Current liabilities 36,993 26,627
Long-term debt 19, 25 42,228 24,105
Accrued pension liabilities 20 2,287 1,812
Other long-term liabilities 21, 25 4,734 3,499
Deferred tax liabilities 10 30,357 18,423
Long-term liabilities 79,606 47,839
Minority shareholders' interest in consolidated subsidiaries 1,323 1,266
Share capital 3 5,332 4,581
Paid-in premium 3 15,055 4,203
Retained earnings 3 39,761 38,065
-Treasury stock 3 (1,564) -
Accumulated other comprehensive income 3 913 1,442
Shareholders' equity 3,27 59,497 48,291
Total liabilities and shareholders' equity 177,419 124,023

The accompanying notes are an integral part of the consolidated financial statements.
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Norsk Hydro ASA and subsidiaries — us gaap and norwegian accounting
principles*

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended 31 December,
Amounts in NOK million Notes 1999 1998 1997

Operating activities:
Net income 3,416 3,754 5,205

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation, depletion and amortization 5 10,494 7,508 6,826
Restructuring costs 6 632 - -
Equity in net income of non-consolidated investees 14 (339) (410) (402)
Dividends received from non-consolidated investees 14 550 330 646
Cumulative effect of accounting changes 1 30 - -
Deferred taxes 10 784 600 975
Gain on sale of non-current assets (1,282) (1,017) (59)
Loss on foreign currency transactions 8 304 361 275
Net sales (purchases) of trading securities 374 298 (163)
Other 28 42 (477)
Working capital changes that provided (used) cash:
Receivables (2,823) (1,007) (887)
Inventories (948) (346) (626)
Prepaid expenses and other current assets (3,374) (291) (725)
Other current liabilities 6,898 (1,322) (202)
Net cash provided by operating activities 14,744 8,500 10,386

Investing activities:

Purchases of property, plant and equipment (13,029) (12,321) (10,623)
Acquisition of Saga Petroleum ASA 2 719 - -
Purchases of other long-term investments (907) (1,550) (1,349)
Net sales (purchases) of short-term investments 32 (16) 443
Proceeds from sales of property, plant and equipment 1,956 274 218
Proceeds from sales of other long-term investments 2,863 2,001 494
Net cash used in investing activities (8,366) (11,612) (10,817)

Financing activities:

Loan proceeds 21,707 7,614 2,583
Principal repayments (19,626) (3,579) (1,731)
Ordinary shares purchased 3 (1,599) - -
Ordinary shares issued 3 - -
Dividends paid 3 (1,718) (1,718) (1,604)
Net cash provided by (used in) financing activities (1,233) 2,317 (752)
Foreign currency effects on cash flows 354 293 83
Net increase (decrease) in cash and cash equivalents 5,499 (502) (1,100)
Cash and cash equivalents at beginning of year 1,936 2,438 3,538
Cash and cash equivalents at end of year 7,435 1,936 2,438
Cash disbursements were made for:

Interest (net of amount capitalized) 887 929 939
Income taxes 1,868 3,314 4,426

* There are no material differences between consolidated statements of cash flows according to US GAAP and Norwegian accounting
principles (N GAAP).

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED INCOME STATEMENTS

Amounts in NOK million Notes 1999 1998 1997

Operating revenues 5 102,433 97,468 97,722
Raw materials and energy costs 61,144 62,504 60,944
Change in inventories of own production 41 (58) (516)
Payroll and related costs 7,20 14,051 13,082 11,801
Depreciation, depletion and amortization 5,15 10,494 7,508 6,825
Other 8,317 8,604 8,012
Restructuring costs 6 632 - -

Operating costs and expenses 7 94,679 91,640 87,066
Operating income 5 7,754 5,828 10,656
Equity in net income of non-consolidated investees 5,14 339 410 402

Financial expense, net 8,24 (1,551) (409) (837)
Other income, net 9 1,350 - 78

Income before taxes and minority interest 7,892 5,829 10,299
Current income tax expense 10 (3,553) (1,379) (4,117)
Deferred income tax expense 10 (747) (610) (1,069)
Tax effect of changes in tax law 10 (43) 11 106

Net income 3,549 3,851 5,219
Minority interest (90) (98) (48)
Net income after minority interest 27 3,459 3,753 5,171

The accompanying notes are an integral part of the consolidated financial statements in accordance with Norwegian aowipletng pr
(N GAAP). See Note 27 for a reconciliation and explanation of differences in accounting principles between US GAAP and N GAAP.
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CONSOLIDATED BALANCE SHEETS

31 December,

31 December,

Amounts in NOK million Notes 1999 1998
ASSETS

Deferred tax assets 10 1,687 1,398
Other intangible assets 16 1,168 1,462
Intangible assets 2,855 2,860
Property, plant and equipment 15 102,498 63,632
Non-consolidated investees 14 6,966 6,297
Prepaid pension, investments and other non-current assets 13, 16, 20 6,817 6,320
Financial non-current assets 13,783 12,617
Inventories 12 16,327 15,494
Accounts receivable, less allowanceg®2and 650 25 23,254 19,219
Prepaid expenses and other current assets 8,120 5,475
Other liquid assets 11,25 2,535 2,493
Cash and cash equivalents 25 7,435 1,936
Current assets 57,671 44,617
Total assets 5 176,807 123,726
LIABILITIES AND SHAREHOLDERS' EQUITY

Share capital 3 5,332 4,581
- Treasury stock (98) -
Premium paid-in capital 15,055 4,203
Total paid-in capital 20,289 8,784
Retained earnings incl. treasury stock 3 38,521 37,718
- Treasury stock (1,466) -
Total retained earnings 37,055 37,718
Minority shareholders' interest in consolidated subsidiaries 1,323 1,266
Shareholders' equity 3,27 58,667 47,768
Accrued pension liabilities 20 2,287 1,812
Deferred tax liabilities 10 30,020 18,419
Other long-term liabilities 21,25 4,734 3,499
Long-term accruals 37,041 23,730
Long-term debt 19,25 42,228 24,105
Bank loans and other interest-bearing short-term debt 17,25 7,361 5,150
Current portion of long-term debt 19, 25 907 1,587
Dividends payable 2,094 1,718
Other current liabilities 18, 25 28,509 19,668
Current liabilities 38,871 28,123
Total liabilities and shareholders' equity 176,807 123,726

The accompanying notes are an integral part of the consolidated financial statements in accordance with Norwegian attopieting pr
(N GAAP). See Note 27 for a reconciliation and explanation of differences in accounting principles between US GAAP and N GAAP.
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

1. SUMMARY OF SIGNIFICANT Other Liquid Assets
ACCOUNTING POLICIES Other liquid assets include bank deposits and all other mone-
tary instruments with a maturity between three and twelve
The consolidated financial statements of Norsk Hydro ASA months at the date of purchase and Hydro's current portfolio
and its subsidiaries (Hydro) prepared in accordance with  of marketable equity and debt securities. The portfolio of
United States generally accepted accounting principles securities are considered trading securities and are valued at
(US GAAP) are shown on pages 48 to 50. The consolidatedair value (market). The resulting unrealized holding gains
financial statements prepared in accordance with accountingnd losses are included in financial income and expense.
principles generally accepted in Norway (N GAAP) are Investment income is recorded when earned.
found on pages 50 to 52. Preparation of the financial state-
ments requires management to make estimates and assummwentories
tions that affect the reported amounts of assets, liabilities, Inventories are valued at the lower of cost, using the first-in,
revenues and expenses as well as disclosures of contingenfirst-out method (FIFO), or net realizable value. Cost
cies. Actual results may ultimately differ from estimates.  includes direct materials, direct labor and the appropriate
The accompanying notes include disclosures required by portion of production overhead or the price to purchase
US GAAP as well as disclosures in accordance with inventory.
N GAAP and are an integral part of both sets of financial
statements. The following description of accounting princi- Investments
ples apply to both US GAAP and N GAAP unless otherwiselnvestments include Hydro's portfolio of long-term mar-
specified. ketable equity securities in which there is less than 20 per-
Note 27 provides a reconciliation and explanation of the cent ownership. The portfolio is considered available-for-
major differences between net income and shareholders' sale securities and is valued at fair value (market). The

equity for US GAAP and N GAAP. resulting unrealized holding gains and losses, net of applica-
ble taxes, are credited or charged to Other comprehensive

New Accounting Act income and accordingly do not affect net income. Investment

Norway has adopted a new accounting act, effective 1 Januncome is recorded when earned.

ary, 1999. For Hydro this will remove most of the differ- For N GAAP, investments are valued at the lower of histor-

ences that have existed between the financial statements ical cost or market value. [Note 27].
according to Norwegian and US accounting principles.
The N GAAP accounts on page 50-52 are prepared accord?roperty, Plant and Equipment
ing to the new principles. The effects arising from the use ofProperty, plant and equipment is carried at historical cost
the new accounting act are recorded to equity and is preseréss accumulated depreciation, depletion and amortization.

ed in Note 27. When it is probable that the carrying amount of an asset will

not be recoverable, a write-down (impairment) to fair value
Consolidation is recorded based upon the criteria in Statement of Financial
The consolidated financial statements include Norsk Accounting Standards (SFAS) No. 121.

Hydro ASA and subsidiary companies owned directly or Periodic maintenance and repairs applicable to production

indirectly more than 50 percent. Interests in oil and gas facilities are accounted for on an accrual basis. Normal

licenses are accounted for by the proportionate consolidatiomaintenance and repairs for all other properties are expensed

method. All material intercompany transactions and balancess incurred. Major replacements and renewals that materially

have been eliminated. extend the life of properties are capitalized and any assets
Investments in companies (non-consolidated investees) inreplaced are retired.

which Hydro has a substantial ownership interest of 20 to

50 percent of voting shares and exercises significant influ- Capitalized Interest Interest is capitalized as part of the his-

ence are accounted for using the equity method. torical cost of major assets constructed.

Foreign Currency Translation Leased Assets Capital leases, which provide Hydro with
Translation gains or losses from entities using local currencgubstantially all the rights and obligations of ownership, are
as the functional currency, and the effects of exchange rateclassified as assets under property, plant and equipment and
changes on transactions designated as hedges of net foreigas liabilities under long-term debt valued at the present value
investments, are included in Other comprehensive income. of minimum lease payments. The asset is subsequently
depreciated and the liability is reduced for lease payments
Revenue Recognition less the effective interest expense.
Revenue from sales of products is recognized at the time
products are shipped to the customer. Revenues from the Environmental Expenditures Environmental expenditures
production of oil and gas are recognized on the basis of thewhich increase the life, capacity, or result in improved safety
company’s net working interest, regardless of whether the or efficiency of a facility are capitalized. Expenditures that

production is sold (entitlement method). relate to an existing condition caused by past operations are
expensed. Liabilities are recorded when environmental
Cash and Cash Equivalents assessments or clean-ups are probable and the cost can be

Cash and cash equivalents include cash, bank deposits andeasonably estimated.

all other monetary instruments with a maturity of less than

three months at the date of purchase. Exploration and Development Costs of Oil and Gas Reserves
Hydro follows the "successful efforts" method of accounting
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

for oil and gas exploration and development costs. Accounting Standards Board) preliminary standard which,
Exploratory costs, excluding the costs of exploratory wells, like SFAS No. 109, is based on the liability method.
are charged to expense as incurred. Drilling costs for [Note 27].

exploratory wells are capitalized pending the determination

of whether the wells found proved reserves. If such reserve®erivative Financial Instruments

are not found, the drilling costs are charged to operating  Hydro has activities in derivative financial instruments
expense. All development costs for wells, platforms, equip- which represent an integral part of the management of
ment and related interest are capitalized. Preproduction cosityydro's total foreign currency and interest rate exposure.

are expensed as incurred. Hydro does not normally hold derivative financial instru-
ments for speculative or trading purposes. Derivative finan-
Depreciation, Depletion and Amortization Depreciation is cial instruments are normally marked to their market value
computed using the straight line method with the following with the resulting gain or loss reflected in net financial
rates: expense because instruments do not meet the criteria for
Machinery and equipment 8 — 25 percent deferral accounting. See Note 25 for the balance sheet classi-
Buildings 2 — 5 percent fication of these instruments.
Other 10 - 20 percent

Forward currency contracts and optionsare marked to their
Producing oil and gas properties are depreciated as provedmarket value at each balance sheet date with the resulting
developed reserves are produced using the unit-of-produc- unrealized exchange gain or loss recorded under financial
tion method computed by individual field. Depreciation and income and expense.
depletion expense includes provisions for future abandon-

ment and removal costs for offshore facilities. Interest rate and foreign currency swaps Interest income and
expense relating to swaps are netted and recognized as
Intangible Assets income or expense over the life of the contract. Foreign cur-

Intangibles and deferred charges with a defined and measurency swaps are translated into Norwegian kroner at applica-
able relationship to future revenues, such as goodwill in sulle exchange rates on the balance sheet date with the result-
sidiaries and patents, are capitalized. Goodwill and intangi- ing unrealized exchange gain or loss recorded under finan-
bles are amortized on a straightline basis over the lesser of cial income and expense.
their benefit period or 10 years.
Swaption contractsare marked to their market value at each
Oil and Gas Royalty balance sheet date with the resulting unrealized gain or loss
Oil and gas revenue is recorded net of royalties payable. reflected in net financial income (expeng&)r N GAAP,
unrealized gains are deferred.
Research and Development

Research and development costs are expensed when Hydro is exposed to credit losses if the counterparties to

incurred. derivative financial instruments fail to perform for those
instruments with positive fair value. See Note 25. Hydro lim-

Other Income (Expense), net its this credit risk by dealing with various international banks

Items of income and expense which are material in nature with established limits for transactions with each institution.
and from sources other than normal production and sales  Hydro does not normally enter into derivative financial

operations are classified as other income and expense. instruments that require daily cash settlements for changes in
value. At the settlement date, cash effects are included in the
Foreign Currency Transactions Statements of Cash Flows under operating activities.

Realized and unrealized gains or losses on monetary assets
or liabilities denominated in a currency other than the func- Derivative Commaodity Instruments

tional currency are included in net income. Hydro uses commodity futures, forwards, options and swaps
primarily to manage exposures to movements in commodity
Income Taxes prices and only to a limited degree engages in speculative
Deferred income tax expense is calculated using the liabilityirading. Except as discussed below, instruments do not meet
method in accordance with SFAS No. 109. Under this criteria for deferral accounting and are marked to market and

method, deferred tax assets and liabilities are measured  included in prepaid expenses and other current assets or
based upon temporary differences, which are differences Other current liabilities. The resulting gain or loss is reflect-
between the carrying values of assets and liabilities for ed in operating income.
financial reporting and their tax basis. Deferred income tax Deferral accounting is applied to derivative instruments,
expense is the change during the year in the deferred tax London Metal Exchange (LME) futures and some oil con-
assets and liabilities. Effects of changes in tax laws and taxtracts in a hedging strategy when: a reduction of enterprise
rates are recognized at the date the tax law changes. Hydraisk has been demonstrated, instruments are matched and
recognizes the effect of uplift, a special deduction for petro-designated as hedges to underlying hedged items (rather than
leum surtax in Norway, at the investment date. Deferred taxbeing evaluated on a portfolio basis) and there is a direct cor-
es are not provided on undistributed earnings of most sub- relation between gains and losses on the instrument and the
sidiaries, as such earnings are deemed to be indefinitely reihedged item. Deferred gains and losses are recorded to oper-
vested. ating revenue or cost, as appropriate, in the same period as
For N GAAP, Hydro follows the NRS' (The Norwegian the hedged item.
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For N GAAP, gains and losses on contracts not qualifying Reclassifications
as hedges are netted for separate portfolios of commodity Certain amounts in previously issued consolidated financial
futures and option contracts and net unrealized gains are statements have been reclassified to conform with the 1999
deferred. [Note 27]. presentation.

Starting 1998, operating revenues and operating costs

Hydro is to some extent exposed to credit risk for counter- related to some of Hydro’s aluminium remelt activity are
parties to derivative commodity instruments. However, the presented gross in the income statement. In prior years, such
risk is significantly reduced because most instruments are revenues and costs were presented net and included in oper-
settled through commodity exchanges. Hydro limits credit ating revenues. Prior years’ amounts have been reclassified.
risks for other counterparties with policies for credit ratings The change increases operating revenues and operating costs
and limits for each party. by NOK 1,553 million in 1997.

Certain derivative commodity instruments require daily
cash settlements (principally LME futures and options, and
oil futures). LME options also involve an initial receiptor 2. BUSINESS COMBINATIONS AND
payment of a premium and give rise to delivery of an agreed DISPOSITIONS
amount of cash if the option is exercised. Most other instru-
ments have a cash effect at settlement date. These cash  Subsequent to and during the three years ended 31 Decem-
effects are included in the Statements of Cash Flows underber, 1999, Hydro entered into the following significant busi-

operating activities when incurred. ness combinations and dispositions. Each acquisition was
recorded following the purchase method of accounting

Stock-based Compensation unless otherwise stated below.

Hydro uses the intrinsic value method prescribed by the

Accounting Principles Board (APB) Opinion No. 25 to 2000 Acquisitions Hydro acquired Wells Aluminium Cor-

account for stock-based compensation. Under this method, poration, a leading aluminum extruder in the United States of
compensation expense is recorded in the income statementAfmerica. The purchase price was NOK 1,352 million,

the market price of the Company’s shares exceed the strikeincluding debt assumed of NOK 870 million.

price of option grants to employees at the date of the grant.

The intrinsic value of the award is amortized over the period2000 Dispositions Hydro has accepted an offer to sell its
from the date of the grant until the options become exercis- presently owned 38.1 percent ownership interest in Dyno

able. ASA at NOK 206 per share which gives a total price of NOK
2,009 million. The offer is pending certain conditions to be
Reissuance of treasury stock to employees met including government approvals.

Reissuance of treasury stock to employees is recorded at Hydro has in March 2000 entered into final and exclusive

market value on the transaction date. In certain cases, the negotiations with the Dutch company Nutreco Holding N.V.

price paid by employees may be less than market value, to sell its salmon production and sales activities operating as

whereby the difference is recorded as salary expense. Hydro Seafood AS. It is expected that a final agreement will
be realized during the first half of April.

Employee Retirement Plans

Pension costs are calculated in accordance with Statement 8899 Acquisitions Hydro and Den norske stats oljeselskap

Financial Accounting Standards No. 87. a.s (Statoil) jointly acquired all the outstanding ordinary
For N GAAP, the same principle has been applied which isshares in Saga Petroleum ASA (Saga), an independent oil
in accordance with the NRS' preliminary standard. and gas exploration and production company. The considera-
tion offered consisted of a cash payment and one ordinary
Accounting Changes share of Hydro for every three shares of Saga, such that the

Hydro has in 1999 implemented SOP (Statement of Positior@ggregrate consideration per Saga share was NOK 135.
98-5 from the AICPA (American Institute of Certified Public All of Saga’s outstanding ordinary shares were acquired,
Accountants) requiring all start-up costs to be expensed as representing a total value of NOK 20.2 billion. An agree-
incurred. Previously capitalized costs have been expensed riment between Hydro and Statoil required the transfer of
1999.For N GAAP, the effect of this is recorded to equity. Saga’s interests in certain oil and gas production licenses
1998, Hydro adopted several Financial Accounting Standardavith a total market value of NOK 8.4 billion. The transfer to
Board (FASB) statements. Statement of Financial Account- Statoil was made with effect from 1 July, 1999. The consid-
ing Standards (SFAS) No. 130, “Reporting Comprehensive eration received from Statoil, in exchange for such interests,
Income,” requires the components of comprehensive incomeonsisted of Statoil's shares in Saga and a cash payment of
to be disclosed in the financial statements. SFAS No. 131, NOK 4.361 million, which was received by Hydro in
“Disclosures about Segments of an Enterprise and Related December 1999.
Information,” requires certain information to be reported Hydro’s acquisition of the ordinary shares of Saga, which
about operating segments on a basis consistent with the  amounted to NOK 16.3 billion, was effected by the issuance
internal organizational structure. SFAS No. 132, “Employ- of 37.5 million ordinary shares and a cash payment of NOK
ers’ Disclosures about Pensions and Other Postretirement 4.629 million. Upon consolidation of Saga, which was
Benefits,” revises the disclosures for pensions and other  effected from 1 July, 1999, the assets and liabilities of Saga
postretirement benefits. were recorded at their fair value. The portion of the acquisi-
tion cost of Saga that has been allocated to Saga’s oil and gas
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production licenses and certain pipelines was NOK 12.6 bil-M-Plast OY Finland Petrochemicals
lion.

Hydro increased its ownership interests in Frgya Holding a.s
(fish farming) from 90 percent to 100 percent.
Amounts in NOK million

Total value of Saga shares 16,246 1997 DispositionsAs part of a sales transaction, Hydro
Costs and transaction fees 52 reduced its ownership interest in Norwegian hydro-electric
Hydro’s purchase price 16,298 power plants at Skafsa from 51.67 percent to 33 percent and
its share of electricity production from 82.92 percent to 33

Allocation of purchase price percent. Total proceeds from the sale was NOK 80 million,
External cash and cash equivalents 1,039 consisting of a 33 percent ownership interest in two new
Other current assets 7,337 power plants valued at NOK 52 million and cash compensa-
Property, plant and equipment 38,503 tion for the remainder. The sale resulted in a pretax gain of
Other non-current assets 451 NOK 78 million.
Short-term debt (3,322)

Long-term debt (15,769) Pro Forma Information (Unaudited)
Other long-term liabilities (11,941) The following unaudited pro forma information has been

Fair value of net assets of Saga as of 1 July, 1999 prepared assuming Saga was acquired as of the beginning of
after elimination of assets acquired by Statoil 16,298 each period presented.
The excess value could be adjusted when a final decision isAmounts in NOK million 31.12.99 31.12.98
taken by the Norwegian authorities regarding Saga’s tax ~ Assets 169,733 165,025
position.

Year 1999  Year 1998

1999 Dispositions Hydro disposed of the following signifi- Operating revenues 104,864 101,972
cant subsidiaries or ownership interests for aggregate pro- Operating income 6,880 1,573
ceeds of NOK 2.4 hillion, resulting in a pretax gain of NOK Net income 2,330 813
1,408 million: Earnings per share 8.80 3.10
Company Location Business This pro forma information has been prepared for
Mabo AS activities Norway Petrochemicals ~comparative purposes only and does not purport to be
Hydro Coatings United Kingdom Petrochemicals indicative of what would have occurred had the transaction
Pronova Biopolymer a.s Norway Alginates occurred on the date described above. The effect of the

activities remaining acquistions and dispositions for 1999 and 1998 on

the unaudited pro forma information is not material.
Hydro and Granges AB (now Sapa AB) merged their respec-
tive autoplastics activities and formed Grénges Autoplastics
AB (now Autoplastics AB). The transaction was accounted
for as a non-monetary exchange, in which Hydro exchanged
shares in subsidiaries for a 40 percent ownership in the new
company. The transaction was recorded at fair value and
resulted in a pretax loss of NOK 58 million. See Note 14.

In March 2000, Hydro entered into an agreement to sell
the shares in Autoplastics back to Granges. The sale will
result in a gain of approximately the same size as the loss
recorded in 1999.

1998 Acquisitions Hydro increased its ownership interest

in Meridian Technologies Inc. from 27 percent to 49 percent
for an aggregate purchase price of NOK 460 million. See
Note 14.

1997 Acquisitions Hydro acquired the following signifi-
cant subsidiaries or ownership interests for an aggregate pur-
chase price of NOK 909 million:

Company Location Business
Ellay Enfield Ltd. United Aluminium
Kingdom extrusion
Acro Brazil Aluminium
extrusion
Remaining 60% of Norway Automotive
Raufoss Automotive AS structures
activities
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3. CONSOLIDATED SHAREHOLDERS' EQUITY

Amounts in NOK million

Ordinary Shares issued Additional

Total

Total Treasury Stock

Accumulated

Total

except number of shares Norsk Hydro ASA paid-in  paid-in Retained Norsk Hydro ASA other compre- shareholders”
in thousands Number Amount  capital capital earnings Number Amount hensive income equi&)
Balance, 31 December, 1996 229,073 4,581 4,203 8,784 32,428 - - 335 41,547
Net income 1997 5,205 5,205
Dividend declared and paid (NOK 7.00 per share) (1,604) (1,604)
Net unrealized gain on securities 212 212
Foreign currency translation 357 357
Balance, 31 December, 1997 229,073 4,581 4,203 8,784 36,029 - - 904 45,717
Net income 1998 3,754 3,754
Dividend declared and paid (NOK 7.50 per share) (1,718) (1,718)
Net unrealized loss on securities (851) (851)
Minimum pension liability 27) 27)
Foreign currency translation 1,416 1,416
Balance, 31 December, 1998 229,073 4,581 4,203 8,784 38,065 - - 1,442 48,291
Net income 1999 3,416 3,416
Dividend declared and paid (NOK 7.50 per share) (1,718) (1,718)
Common shares issued in Saga acquisition 37,524 751 10,852 11,603 11,603
Net unrealized gain on securities 2 2
Minimum pension liability (8) (8)
Foreign currency translation (523) (523)
Purchase of treasury stock (5,000) (1,599) (1,599)
Treasury stock reissued to employees 2 109 35 33
Balance, 31 December, 1999 266,597 5,332 15,055 20,387 39,761 (4,891) (1,564) 913 59,497
Y See note 27 for a reconciliation to N GAAP equity.
Components of Accumulated Other Comprehensive Income and Related Tax Effects:
31 December,

1999 1998 1997

Tax Tax Tax
Amounts in NOK million Pretax Effect Net Pretax Effect Net Pretax Effect Net
Unrealized gain on securities 5 - 5 16 1) 15 302 (52) 250
Less: Reclassification adjustment 3) - 3) (1,165) 299 (866) (53) 15 (38)
Net unrealized gain (loss) on securities 2 - 2 (1,149) 298 (851) 249 37) 212
Foreign currency translation (554) 14 (540) 1,576 (160) 1,416 498 (141) 357
Less: Reclassification adjustment 17 - 17 - - - - - -
Net foreign currency translation (537) 14 (523) 1,576 (160) 1,416 498 (141) 357
Minimum pension liability adjustment (11) 3 (8) (11) (16) (27) 9) 9 -
Total accumulated other comprehensive income (546) 17 (529) 416 122 538 738 (169) 569

Norsk Hydro ASA had authorized, issued and outstanding 229,072,674 ordinary shares having a par value of NOK 20 per
share for the years ended 31 December, 1998, and 1997. For the year ended 31 December, 1999, 266,596,650 ordinary sha
were issued and authorized having a par value of NOK 20 per share, of which 4,891,088 shares were treasury stock resultin
in 261,705,562 outstanding ordinary shares. For N GAAP, the amount for the treasury stock of NOK 1,564 million was com-
prised of NOK 98 million for share capital and NOK 1,466 million for retained earnings. In 1999, Hydro acquired 5,000,000
of the company's own shares for a market price of NOK 1,599 million. The share repurchase was authorized at the Annual
General Meeting. The shares may be used as consideration in connection with commercial transactions or share schemes fc
the employees and employee representatives. In December 1999, Hydro sold 108,912 shares of its treasury stock to employ
for a price of NOK 33 million. The weighted average number of outstanding shares for the year ended 31 December, 1999 w.
247,045,270. As a result of the Saga acquisition, the Kingdom of Norway’s ownership interest in Norsk Hydro ASA reduced
from 51 percent to 43.8 percent in 1999. The share capital and paid-in premium of Norsk Hydro ASA constitute the nondis-
tributable portion of shareholders’equity and are not available for dividend purposes. Included in the retained earmngs for th
group are restricted reserves of certain subsidiary companies amounting NOK 17,689 million that are not available for divi-
dend purposes.
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4. STOCK OPTION PLAN Pro Forma Information (Unaudited)
Statement of Financial Accounting Standards (SFAS) No. 123
Stock-based Compensation requires disclosure of certain pro forma information based on the

In 1999, Hydro adopted a stock compensation plan granting stock estimated fair value of the options granted if the intrinsic value
options to corporate officers and to certain key employees. The  method is used to measure compensation expense. See Note 1.
options can be exercised in the period from 1 January, 2001 to 31Under the fair value method defined by SFAS No. 123, compensa-
December, 2002. The employee must retain 50 percent of the shati&m expense is measured by using estimated fair value of the options
acquired under the plan for at least one year after the exercise datet the date of the grant. For the pro forma disclosure, the estimated
The options expire if the employee voluntarily leaves the companyfair value is amortized from the date of the grant until the options
before exercising the options and are generally non-transferable. Alecome exercisable. The following unaudited pro forma information
the shares authorized have been granted. is presented as if the fair value method of accounting for stock-based
compensation had been used:

Fair value
Options outstanding Number of ~ Strike price  per share f ; ;
shares (inNOK) _(in NOK) In NOK millions, except for earnings per share (unaudited) 1999
January 1, 1999 - - - .

y Pro forma net income 3,416
Grants (December 13) 165,000 367.50 42 pro forma earnings per share 13.80
Exercised - -

Cancelled B . B Hydro used a valuation model based on the Black-Scholes option-
December 31, 1999 165,000 36750 4o Pricing model. The assumptions used in the model are: exp_ected life

- - of 2 years, expected volatility of 31 percent, and a risk-free interest
Options exercisable: of 5.9 pecent and a dividend yield of about 2.5 percent.

December 31, 1999 -

5. INDUSTRY AND GEOGRAPHIC SEGMENT INFORMATION

Hydro’s operating segments are managed separately because each operating segment represents a strategic business unit t
offers different products and serves different markets. Operating segments are components of a business about which separ
financial information is available, and which are evaluated regularly by the chief operating decision maker with regard to per-
formance and to the allocation of resources. Hydro's chief operating decision-making group is the Corporate Management
Board (see page 30). Generally, financial information is required to be disclosed on the basis that is used internally and
enables an investor to see the company through the eyes of management.

Hydro has nine reportable industry segments. The reportable segments are, with the exception of Petrochemicals, included
one of three core areas of Hydro, which are Hydro Oil and Energy, Hydro Light Metals and Hydro Agri. In 1999, Hydro
began presenting its reportable segment information on a basis that provides sub-totaled information for each core area. Prio
year amounts have been reclassified to conform to current year presehtaticnOil and Energy consists of Exploration
and Production, Refining and Marketing and Energy. Exploration and Production is responsible for Hydro's oil and gas explo-
ration, field development and operation of production and transportation facilities. Refining and Marketing trades crude oil,
natural gas liquids (NGL) and refined oil products and is engaged in refining, marketing and distribution of gasoline and other
oil products. Energy produces and sells electricity generated at hydro-electric power stations in Norway, primarily for use in
Hydro's own production facilities. Energy also handles trading activities in the Swedish and UK radhetd.ight Metals
consists of Aluminium Metal Products, Aluminium Extrusion and Other Light Metals. Aluminium Metal Products' activities
include the production of primary aluminium in Norway, remelting of metal, and the international trading of alumina, alumini-
um and aluminium products. Aluminium Extrusion is involved in the manufacture and sale of extruded aluminium products.
Other Light Metals consist of Aluminium Rolled Products, Automotive Structures and Magnkelsidra.Agri consists of
Plant Nutrition, Gas and Chemicals and A/S Korn og Foderstof Kompagniet. Plant Nutrition’s main activities are the produc-
tion and sale of ammonia and fertilizer products, including nitrate fertilizer, complex fertilizer and urea. Most of the produc
tion is undertaken in Europe while trading is done worldwide. Plant Nutrition segment is a result of a merger between the two
segments Hydro Agri Europe and Hydro Agri International. Gas and Chemicals markets numerous products which mainly
have their origin in Hydro's ammonia and fertilizer production. A/S Korn og Foderstof Kompagniet is primarily engaged in the
production and sale of animal and fish feed, as well as the trading of grain, feedstuffs, fertilizers and other agriatéairal re
products. Petrochemicalsis a producer of the plastic raw material polyvinyl chloride (PVC) in Scandinavia and in the UK.

Industry Segment Information

Hydro evaluates performance based on stand-alone segment operating income, and generally accounts for intersegment sal
and transfers as if the sales or transfers were to third parties, that is, at current market prices. Corporate inciedeseantivit

as incidental to Hydro's operations and unallocated revenues, expenses, liabilities and assets. Revenues and expenses not
cated to industry segments and geographic segments principally include interest income and expense, realized and unrealize
foreign exchange gains and losses and the net effect of the overfunding of certain pension schemes. The accounting policies
the operating segments are the same as those described in the summary of significant accounting policies. See Note 1.
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External revenues Internal revenues Total operating revenues
Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997
Exploration and Production 6,996 3,612 3,549 10,410 7,025 9,602 17,406 10,637 13,151
Refining and Marketing 15,185 10,609 14,072 531 492 512 15,716 11,101 14,584
Energy 1,328 1,372 1,739 1,973 1,696 1,541 3,301 3,068 3,280
Eliminations - - - (10,331) (6,940) (9,533) (10,331) (6,940) (9,533)
Hydro Oil and Energy 23,509 15,593 19,360 2,583 2,273 2,122 26,092 17,866 21,482
Aluminium Metal Products 12,072 12,375 10,260 5,209 5,860 5,878 17,281 18,235 16,138
Aluminium Extrusion 11,974 11,944 10,265 107 144 173 12,081 12,088 10,438
Other Light Metals’ 7,442 7,629 6,635 274 240 189 7,716 7,869 6,824
Eliminations - - - (4,857) (5,865) (5,901) (4,857) (5,865) (5,901)
Hydro Light Metals 31,488 31,948 27,160 733 379 339 32,221 32,327 27,499
Plant Nutrition 24,776 26,493 28,160 2,023 1,504 989 26,799 27,997 29,149
Gas and Chemicals 4,521 4,457 4,176 197 259 207 4,718 4,716 4,383
A/S Korn og Foderstof Kompagniet 9,558 9,877 9,825 198 266 182 9,756 10,143 10,007
Eliminations - - - (1,615) (1,540) (950) (1,615) (1,540) (950)
Hydro Agri 38,855 40,827 42,161 803 489 428 39,658 41,316 42,589
Petrochemicals 5,221 5,851 5,855 125 177 179 5,346 6,028 6,034
Other Activities? 2,793 2,609 2,540 1,054 1,150 933 3,847 3,759 3,473
Segments 101,866 96,828 97,076 5,298 4,468 4,001 107,164 101,296 101,077
Corporate 567 640 646 3,392 3,706 3,344 3,959 4,346 3,990
Eliminations - - - (8,690) (8,174) (7,345) (8,690) (8,174) (7,345)
Total 102,433 97,468 97,722 - - - 102,433 97,468 97,722

Operating income Depreciation, depletion Equity in net income EBITDA
(loss) and amortizations non-consolidated investees
Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997 1999 1998 1997
Exploration and Production 5,840 2,565 6,363 6,072 3,505 3,128 (13) 7 11 11,903 6,084 9,506
Refining and Marketing 495 112 284 140 125 115 117 36 (71) 757 279 338
Energy 618 573 652 214 137 122 9) (75) (14) 821 635 838
Eliminations 9 10 (18) - - - - - - 9 10 (29)
Hydro Oil and Energy 6,962 3,260 7,281 6,426 3,767 3,365 95 (32) (74) 13,490 7,008 10,663
Aluminium Metal Products 1,357 1,854 1,197 537 479 418 62 108 66 1,996 2,443 1,625
Aluminium Extrusion 649 536 474 391 368 355 12 4 6 1,056 912 838
Other Light Metals’ 216 162 25 576 480 407 89) (39) (18) 690 622 418
Eliminations (43) 25 (58) - - - - - - (44) 26 (58)
Hydro Light Metals 2,179 2,577 1,638 1,504 1,327 1,180 (15) 73 54 3,698 4,003 2,823
Plant Nutrition (2,239) (582) 869 1,246 1,309 1,147 210 379 345 (356) 1,119 2,338
Gas and Chemicals 349 261 305 396 340 203 5 16 6 752 618 517
A/S Korn og Foderstof Kompagnigt 233 375 89 211 (1) 238 - - - 445 403 407
Eliminations (14) 4 15 - - - - - - (14) 4 15
Hydro Agri (1,671) 58 1,278 1,853 1,648 1,588 215 395 351 827 2,144 3,277
Petrochemicals 113 229 430 383 434 379 (26) 9 ) 852 672 828
Other Activities? 246 (52) 93 204 214 197 16 22 2 1882 320 404
Segments 7,829 6,072 10,720 10,370 7,390 6,709 285 467 326 20,74914,147 17,995
Corporate” (101) (236) (23) 129 124 123 54 (57) 76 107 1,045 270
Eliminations 7 (6) 5 5) (6) (6) - - - 3 (12 (5)
Total 7,735 5,830 10,702 10,494 7,508 6,826 339 410 402 20,85915,180 18,260

1)
2)
3)

Other Light Metals consists of the following: Aluminium Rolled Products, Automotive Structures and Magnesium.
Other Activities consists of the following: Seafood, Pronova, Industrial Insurance and Technology and Projects.

Depreciation expense for 1998 includes a favorable one-time effect of a change in KFK's method of depreciation. Theneffeatvdid material impact on Hydro's results
of operations.

In Corporate, operating loss includes the net effect of the overfunding of certain pension schemes by NOK 393 million,ill&n524d NOK 508 million in 1999, 1998
and 1997 respectively. In 1999, Hydro began allocating a larger portion of corporate costs to the industry segmentsidn 489@@iré was NOK 396 million.

5  Earnings before interest, tax, depreciation, amortization and certain financial expense (income).

4)
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Non-consolidated investees, Additions Property,
Assets investments and advances Plant & Equipment
Amounts in NOK million 1999 1998 1999 1998 1999 1998
Exploration and Production 92,395 40,206 94 86 47,693 6,414
Refining and Marketing 7,358 4,272 1,199 1,137 79 136
Energy 4,701 4,515 121 139 57 127
Eliminations (2,055) (287) - - - -
Hydro Oil and Energy 102,399 48,706 1,414 1,362 47,829 6,677
Aluminium Metal Products 13,546 14,168 606 494 826 924
Aluminium Extrusion 8,225 7,978 93 93 467 617
Other Light Metals’ 8,886 8,499 1,021 635 575 677
Eliminations (1,190) (939) - - -
Hydro Light Metals 29,467 29,706 1,720 1,222 1,868 2,218
Plant Nutrition 27,860 28,857 1,876 1,884 1,096 1,960
Gas and Chemicals 4,726 4,331 122 120 246 415
A/S Korn og Foderstof Kompagniet 5,446 5,554 2 - 428 248
Eliminations (993) (350) (2) (2) - -
Hydro Agri 37,039 38,392 1,998 2,002 1,770 2,623
Petrochemicals 6,271 6,280 348 268 432 452
Other Activitied 7,488 6,478 74 78 253 215
Segments 182,664 129,562 5,554 4,932 52,152 12,185
Corporate 41,995 31,529 1,412 1,365 165 228
Eliminations (47,240) (37,068) - - - -
Total 177,419 124,023 6,966 6,297 52,317 12,413

Y Other Light Metals consists of the following: Aluminium Rolled Products, Automotive Structures and Magnesium.
2 Other Activities consists of the following: Seafood, Pronova, Industrial Insurance and Technology and Projects.

7 See Note 14.
™ See Note 15.
Operating Revenues by Country of Customer Long-Lived Assets by Location of Operations
The following specification of operating revenues is based
upon customer location. The following specification of long-lived assets is based upon
location of operation. Included in long-lived assets are invest-
) . ments in non-consolidated investees; property, plant and
Amounts in NOK million 1999 1998 1997 equipment (net of accumulated depreciation); and non-
Norway 10.099 8528 9.409 current financial assets.
European Union: Amounts in NOK million 1999 1998
Germany 11,100 11,395 10,828
Great Britain 10,956 9,473 11,424 Norway 86,516 52,263
France 10,595 9,569 8,627 )
Sweden 9,734 9,308 9,098 European Union:
Denmark 6,728 6,611 6,462 Great Britain 7,132 2,596
Italy 5,309 5,809 5,873  Denmark 2,883 2,860
Spain 2,478 2,305 1,714  France 1764 1878
Other 7,738 8526 8,138 gweden iggi i’%g
ermany , '
Total EU 64,638 62,996 62164 110 Netherlands 1,307 1,449
Europe - Other: 5,561 5,109 4817 ltaly 583 773
Other 1,098 1,120
Outside Europe: Total EU 17,692 14,453
USA 10,089 9,096 8,489
Asia 4,808 4,452 5,469  Europe - Other: 305 438
Canada/Other America 4,660 4,481 4,612 )
Africa 2,204 2418 2,343 Outside Europe:
Australia/New Zealand 374 388 419 iﬁf‘ada i‘;gg 4;‘22
. rica ,
Total Outside Europe 22,135 20,835 21,332 Asia 1.766 1,415
Total 102,433 97,468 97,722 YSA _ 1,536 1416
Other America 1,281 1,241
Export sales from Norway Total Outside Europe 11,773 9,097
to unaffiliated customers 29,659 27,640 28,377
Total 116,286 76,251
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6. RESTRUCTURING COSTS 9. OTHER INCOME AND EXPENSE

On 17 December, 1999, Hydro announced a restructuring progranOther income totaled NOK 1,350 million in 1999 comprised of a

in the Plant Nutrition segment. The program involves reducing  gain of NOK 149 million on the sale of the plastic pipe systems
Hydro's fertilizer activities in Europe by eliminating one million activities of Mabo AS, a gain of NOK 1,025 million on the sale of
tonnes of nitrate fertilizer capacity. The reduction of production ~ Pronova Biopolymer, a gain of NOK 234 million on the sale of
capacity will be accomplished by the closure of three and disman-Hydro Coatings and a loss of NOK 58 million related to the transfer
tlement of two plant facilities in Europe. The plant facilities will be of Hydro’s plastic bumper system activities to Granges Autoplastics
shut down by the second quarter of year 2000. As part of the clo- AB.

sure of the plant facilities, restructuring costs of NOK 632 million  In 1997, other income was NOK 78 million and related to gain on
were recorded in the fourth quarter of 1999. The restructuring costthe sale of a portion of Hydro's interest in a partly owned power

of NOK 632 million included an impairment loss on the plant facil- plant.

ities of NOK 444 million, whose fair value was estimated by dis-
counting the expected future cash flows from the individual plant
facilities. The restructuring costs also included an accrual of NOK
188 million for costs to discontinue the activities described above.
The expected date of completion of the plan to discontinue the  Amounts in NOK million 1999 1998 1997
above described activities is 31 December, 2001. The costs to dis-

. L i - ; Income before taxes
continue the activities described above include costs to dismantle 44 minority interest:

10. INCOME TAX EXPENSE

the pll_ant facilciities a_ndI t(é t(arminage agreemelntg'}l_vith cust(;mers an?tlorway 8276 5337 7.735
sDupp |eLs, ariggge included in other current liabilities as of 31 Other countries (403) 494 2,610
ecember, : Total 7873 5831 10,345
7. OPERATING COSTS AND EXPENSES Current taxes:
Operating costs include research and development, operating lea ?r:way . 2’222 1'3;3 3’73;':
expense and payroll and related costs as follows: Er countries
Current income tax expense 3,553 1,379 4,117
) - Deferred taxes:
expense 1,043 1,044 868 gtr;er C(()jutntnes (674) (355) 98
Operating lease expense] elerred tax
Drilling rigs, ships, expense 784 600 975
office space 1,133 1,345 1,099 Total income tax expense 4,337 1,979 5,092
Office space leased from Hydro's .
independent pension trust 156 153 150 Components of deferred income tax expense
Total 1,289 1,498 1,249
Payroll and related costs: Amounts in NOK million 1999 1998 1997
Salaries 11,314 10,931 9,925
: : ' ' ! Deferred tax expense,
Sgg}gl ﬁeeﬁ‘é?fé costs 15&’9 12575 1}&? excluding items below 671 576 1,127
Net periodic pension cost (Note 20) 620 219 78 Benefits of tax loss
Total 14,051 13,081 11,801 carryforwards 142 (176) 144
) ) ) ) Tax expense (benefit) allocated
To estimate earnings in relation to research and development costso other comprehensive income (11) 144 113
incurred is impracticable for the years ended 31 December, 1999, Effect of
1998 and 1997. tax law change3 43 (11) (106)
Y Minimum future rentals are in total NOK 6,622 million which are due under Net change in valuation
non-cancelable operating leases as follows (in NOK million): 2000 - 1,242; allowance (61) 67 (303)

2001 - 1,476; 2002 - 975; 2003 - 766; 2004 - 461; and Thereafter — 1,702Deferred tax expense

— US GAAP 784 600 975
8. FINANCIAL INCOME AND EXPENSE Adjustments to N GAAP:
Tax effects of differences
Amounts in NOK million 1999 1998 1997 between US GAAP
and N GAAP (Note 27) 6 [@))] (12)
Interest income (1,399) (673) (522)  Deferred tax expense
Interest expense 2,566 1,738 1,391 — N GAAP 790 599 963
Net foreign exchange loss 304 361 275
Net gain on securities (379) (1,015) (236) 9 In 1996, a new tax law was enacted in Norway for hydro-electric power plants
Dividends received (103) (132) (122) which was effective as of 1 January, 1997. The new tax law provided for an
Oth 62 30 upward revision of the tax depreciation base of power plant assets. This resulted
ther, net 5 1 o1 in a deferred tax benefit of NOK 776 million in 1996 based upon the Com-
Net financial pany’s best estimate of the revised tax basis. When the new basis was available
expense 1551 409 837 in 1997, the effect of the change in tax law was revised. This resulted in an

additional deferred tax benefit of NOK 131 million in 1997.

Interest capitalized in 1999, 1998 and 1997 was NOK 839 million,
NOK 614 million and NOK 565 million, respectively.
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Reconciliation of Norwegian nominal
statutory tax rate to effective tax rate

The tax effects of temporary differences and tax loss carryforwards
giving rise to deferred tax assets and liabilities were as follows as of

31 December, 1999 and 1998:

Amounts in NOK million 1999 1998 1997
- US GAAP Deferred Tax
Es)t(gti(t:(t)‘?g tlgicig]tz taxes at 2205 1633 2897 Assets  Liabilites ~ Assets Liabilities
Petroleum surta® 2:904 1:361 2:747 Amounts in NOK million 1999 1999 1998 1998
Uplift benefit? (829) (628) (558)  gShort-term:
Hydro-electric power surtak 171 86 60 Marketable securities 1 (89) 1 (80)
Tax | ha 43 11 106
ngs:g;nd ggf esr deductions (1) (106) Inventory valuation 151 (332) 144 (242)
with no tax benefit 776 446 249  Accrued expenses 1,014 (129) 341 -
Non-deductible expenses 186 184 189  Unrealized exchange
Foreign tax rate differences (41) 34 184 gans - (49) - (166)
Tax free income (384)  (144)  (106)  Uplift benefit 504 - 476 -
Dividend exclusion (10) (46) (30)  Other - (15) 14 @37
Losses and other benefits not i
previously recognized (853) (844) (443)  Long-term:
Other, net 169 (92) 9 Marketable securities - (1) 1 (1)
Income tax expense Unrealized exchange
— US GAAP 4,337 1,979 5,092 (gains) losses 77 9) 116 (88)
Effective tax rate - US GAAP 55.1% 33.9%  49.2% Depreciation 2,138  (25,177) 2,311 (12,538)
Tax effect of differences Capitalized interest - (4,015) - (3,302)
between US GAAP Exploration drilling costs - (2,892) - (2,566)
and N GAAP (Note 27) 6 @) (12)  Other non-current
Income tax expense — N GAAP 4343 1978 5080 assets 1275 (1,184) 1316 (530)
Income before taxes — N GAAP 7,892 5829 10,299 é;(r:]r;sgsexpenses 12;3 (1(?123 isé (l(ggg))
Effective tax rate — N GAAP 55.0%  33.9%  49.3% Deferred gains Y '
Y Norwegian nominal statutory tax rate is 28 percent. UOTiffatljlgriefit ) %‘éé (994) 1 %_3;% (746)
% Revenue from oil and gas activities on the Norwegian continental shelf is taxe(t)?her 240 (1,252 '946 (1,391)
according to the Petroleum Tax Law. This stipulates a surtax of 50 percent aftefota| tax loss
deducting uplift, a special deduction for surtax, in addition to normal corporate carryforwards 2604 : 2696 :
taxation. . :
eon: o _ _ Subtotal 12,921 (38,164) 10,233 (23,827)
3 Beginning in 1997, a surtax of 27 percent is applied to taxable income, with
certain adjustments, for Norwegian hydro-electric power plants. The surtax .
comes in addition to the normal corporate taxation. Tax depreciation, includingTotal valuation
that from the upward revision of basis under the new law, is deductible for both allowance (3,114) (3,455) -
corporate tax and surtax purposes. Gross deferred tax
assets and liabilities 9,807  (38,164) 6,778 (23,827)
At the end of 1999, Hydro had tax loss carryforwards of
NOK 7,291 million, primarily in Germany, France, Italy, Trinidad, Adjustments for N GAAP:
Jamaica and Canada. Carry forward amounts expire as follows: (Note 27)
Short and long-term:
Amounts in NOK million m:rrg;tgzl; ;:i(;]irmes ° 2; B 2§
2000 78 - -
2001 27 Gross deferred tax assets
2002 321 and liabilities, N GAAP 9,807  (38,140) 6,778 (23,799)
2003 212 Net - N GAAP 1,687 (30,020) 1,398 (18,419)
2004 1,024 . . o
After 2004 685 Deferred income taxes have not been provided for on undistributed
Without expiration 4044  €aMIngs of foreign subsidiaries since those earnings are indefinitely
Total p '291 invested. If this was to be provided for the amount would have been
otal ,

based on undistributed earnings of foreign subsidiaries amounting
to NOK 9,479 million. No deferred income taxes have been recog-
nized on undistributed domestic subsidiary earnings which can be
remitted tax-free as dividends.
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11. OTHER LIQUID ASSETS 12. INVENTORIES

Amounts in NOK million 1999 1998 Amounts in NOK million 1999 1998
Bank time deposits 16 45 Finished goods 9,356 9,455
Marketable equity securities 1,095 812 Work in progress 1,571 1,533
Debt securities and other 1,424 1,636 Raw materials 5,400 4,506
Total 2,535 2,493 Total 16,327 15,494

The net change in unrealized gains on securities for the years ended
31 December 1999, 1998 and 1997 was a net gain of NOK 36 mil-
lion, a net loss of NOK 236 million and a net gain of NOK 128 mil-
lion, respectively. Total cost of marketable equity securities and

debt securities and other was NOK 2,198 million and NOK 2,149
million at 31 December, 1999 and 1998, respectively.

13. AVAILABLE-FOR-SALE SECURITIES

As of 31 December, 1999 and 1998, available-for-sale securities at cost amounted to NOK 13 million and NOK 14 milliovelsgspecti
with unrealized holding gains of NOK 4 million and NOK 2 million respectively. Proceeds from the sale of available-forusiilessaas
NOK 1,788 million and NOK 135 million for the years ended 31 December, 1998 and 1997 respectively. The gross realizedsgam from
sales was NOK 1,139 and NOK 53 million, respectively. Amounts for the year ended 31 December, 1999 were not material.

14. NON-CONSOLIDATED INVESTEES
Analysis of Investments and Advances
(20% to 50% ownership)

Amounts in NOK million 1999 1998 1997
Balance 01.01 6,297 5,234 5,584
Investment (sale), net 385 694 60
Change in long-term advances, net (6) 51 3
Transfers (to) from other investments 402 135 (385)
Hydro's share of net income 418 459 424
Amortization of goodwill (61) (42) (22)
Write-down of investments (18) (7) -
Dividends received by Hydro (550) (330) (646)
Foreign currency translation and other 99 103 216
Balance 31.12 6,966 6,297 5,234
Hydro Scan- Scanraff Sgral Meridian Auto- Qafco Tringen Farmland Dyno Others Total
Amounts in NOK million Texaco  cracker plastics Hydro
Balance 01.01.1998 764 208 307 268 220 - 862 203 321 1,129 952 5,234
Investment (sale), net 410 284 694
Change in long-term advances, net (16) 44 50 (11) (16) 51
Transfer (to) from other investments 135 135
Hydro’s share of net income 44 102 (15) 87 83 174 (56) 40 459
Amortization of goodwill (6) (20) (26) (42)
Write-down of investments @ @
Dividends received by Hydro (42) (123) 37) (59) (29) (40) (330)
Foreign currency translation and other 47 2 2 (10) 35 8 13 (19) 25 103
Balance 31.12.1998 849 194 353 328 635 - 861 257 438 1,025 1,357 6,297
Changes in 1999:
Investments (sale), net 385 385
Change in long-term advances, net (29) (11) 15 96)
Transfer (to) from other investments 394 8102
Hydro’s share of net income 119 84 (39) 5) 34 114 46 6518
Amortization of goodwill (6) (39) (6) (10) (61)
Write-down of investments (18) (18)
Dividends received by Hydro (16) (50) (91) 77) (229) (29) (88p0)
Foreign currency translation and other  (39) 2 2 72 (6) 37 13 22 9
Balance 31.12.1999 907 177 344 362 629 392 841 193 345 1,051 1,725 6,966
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Specification of non-consolidated investees Qatar Fertiliser Company S.A.Q. (Qafco) owns a fertilizer
complex for which Hydro provides marketing support and
Percentage Investmentsin  Hydro's current  technical assistance. The remaining 75 percent of Qafco is

Amounts in owned and advances  receivable (payable),owned by the State of Qatar. Hydro bought urea from Qafco
NOK million, by Hydro to investees  net with investees amounting to NOK 670 million, NOK 688 million and
except ownership 1999 1999 1998 1999 1998 o . ) X

o NOK 459 million in 1999, 1998 and 1997, respectively.
Hydro Texaco 50.0% 907 849 55 41 . . .
Scancracker 50.0% 177 194 10)  (10) Trlnld&}d Nitrogen Co., Ltd. (Tnngen)_, the owner of two
Scanraff 21.5% 344 353 6 (6) ammonia plants, has agreements which obligate Hydro to
Sgral 49.9% 362 328 (133) (149) buy or act as a marketing agent on a commission basis for all
Meridian 49.0% 629 635 15 29 production. Hydro paid NOK 675 million, NOK 884 million
Autoplastics 40.0% 392 - _ - and NOK 910 million, net of commission received, for
Qafco 25.0% 841 861 (35) (22 ammonia purchases in 1999, 1998 and 1997, respectively.
Tringen 49.0% 193 257 (35) (109) The majority owner of Tringen is the State of Trinidad and
Farmland Hydro 50.0% 345 438 31 41 Tobago.
Dyno 38.1% 1,051 1,025 - - The ownership interest in Farmland Hydro LP entitles
Other? - 1,725 1,357 426 795 Hydro to act as the worldwide agent for sales of its phos-
Total 6,966 6,297 320 610 phate fertilizers. The other partner is an unaffiliated com-

" Includes non-consolidated investees where total investments in and  pany. Sales from Hydro to Farmland Hydro amounted to
ﬁq?l\lli%ﬂces to each individual investee amounts to less than NOK 200 NOK 231 million, NOK 271 million and NOK 368 million
’ in 1999, 1998 and 1997, respectively.

The investees' business, majority owners, nature of related Dyno ASA (Dyno) is a publicly owned explosives, chemi-
party transactions with Hydro and, when material to Hydro, cals and plastics producer. In 1997 and 1998, Dyno made
the amount of these transactions follow: provisions in connection with its legal dispute in the United

Hydro Texaco a.s operates 955 gasoline stations and 162 States. These provisions reduced Hydro’s net income in 1998
diesel stations in Norway, Denmark and the Baltics. Hydro by NOK 198 million. In 1999, Hydro accepted from Industri
and Texaco Inc. each own 50 percent in the joint venture. Kapital, a swedish investment company, an offer of NOK
Hydro sells and purchases oil related products to and from 206 per share for it's 38.1 percent interest in Dyno. This rep-
the joint venture at market prices. Sales from Hydro Texacoresents a sales price of slightly more than NOK 2.0 billion.
to Hydro amounted to NOK 660 million, NOK 338 million  The sale is dependent on the approval of relevant govern-
and NOK 281 million in 1999, 1998 and 1997, respectively. ment authorities.
Sales from Hydro to Hydro Texaco amounted to NOK 628
million, NOK 532 million and NOK 487 million in 1999, Non-consolidated investees — 100 percent basis
1998 and 1997, respectively.

Skandinaviska Raffinaderiet AB (Scanraff) and Skandi-
naviska Kracker AB (Scancracker) operate the Scanraff

The following table sets forth summarized unaudited finan-
refinery and adjacent cracking facilities. Hydro paid process¢i@l information of Hydro's non-consolidated investees on a
ing fee)g to Scajnraff for refiningg of its oll onyOKpZZSF;niI- 100 percent cpmblned ba_s[s. Hydro's _share of these invest-
lion. NOK 205 million and NOK 218 million in 1999 1998 Ments, which is also specified below, is accounted for using

and 1997, respectively. The other partner is an unaffiliated (€ €quity method.

company.
Sgr-Norge Aluminium A/S (Sgral), a Norwegian primary  Amounts in NOK million (unaudited) ~ 1999 1998 1997

aluminium manufacturer, sells 50 percent of its production to

each major owner at current market prices. The other 50 peBalance Sheet Data:

cent owner of Sgral is an unaffiliated company. Sale of Current assets 16,841 15,057 14,168
aluminium from Sgral to Hydro amounted to NOK 811 mil- Non-current assets 29,275 25,992 21,010
Iion, NOK 1,141 million and NOK 961 million in 1999, Total 46,116 41,049 35,178

1998 and 1997, respectively. Sales from Hydro to

Sgral amounted to NOK 266 million, NOK 330 million and (l\:kl;:iztr:::tllllit;ebsilities 13328 ig;gg igé#g
NOK 252 million in 1999, 1998 and 1997, respectively. Minority interest 122 300 995

Meridian Technologies Inc. (Meridian) is a Canadian com-

pany owned 51 percent by Teksid S.p.A. (a subsidary of theSharEhOIders equity 19,394 17,707 14,166
Fiat group) and 49 percent by Hydro. Meridian provides alu-Total 46,116 41,049 35178
minium and magnesium die-casting products to the automoHydro’s investments

bile industry. Meridian has been a major customer, in terms_and advances 6,966 6,297 5,234

of volume, of alloyed magnesium for each of the years 1999,

1998 and 1997. Operating revenues from sales to Meridian Income Statement Data:

were not material to the Other Light Metals segment as a  Operating revenues 35729 35209 34,317
whole. Operating income 2,567 2,990 3,193

Grénges Autoplastics AB (now Autoplastics AB)is a lead- Income before taxes and

ing European supplier of plastics systems for interior and ~_Minority interest 1779 2101 2,120
exterior applications within the automotive industry. See ~ Netincome 1,083 926 1,415
Note 2. Hydro’s share of net income 418 459 424
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15. PROPERTY, PLANT AND EQUIPMENT

LAND-BASED ACTIVITIES

Machinery and Plant under

Amounts in NOK million Land Equipment Buildings construction Other E&P Y Total
COST:
Cost 31.12.1998 1,104 54,299 16,062 3,045 816 65,069 140,395
Additions at cost 36 2,496 606 1,482 4 47,693 52,317
Retirements (82) (3,070) (693) (118) (41) (1,773) (5,777)
Transfers - 2,398 301 (2,699) - - -
Foreign currency translation (39) (1,154) (282) (26) - 631 (870)
Balance 31.12.1999 1,019 54,969 15,994 1,684 779 111,620 186,065
DEPRECIATION:
Balance 31.12.1998 - (35,498) (8,220) - (146) (32,899)  (76,763)
Depreciation, depletion

and amortization - (3,570) (592) - (52) (5,530) (9,744)
Retirements - 1,465 323 - 13 424 2,225
Foreign currency translation

and transfers - 815 141 - - (241) 715
Balance 31.12.1999 - (36,788) (8,348) - (185) (38,246) (83,567)
NET BOOK VALUE:
Balance 31.12.1998 1,104 18,801 7,842 3,045 670 32,170 6?;),632
Balance 31.12.1999 1,019 18,181 7,646 1,684 594 73,374 102,498

Y Includes land-based activities for Exploration and Production (E&P)

2 In 1999, Hydro recorded impairment losses of NOK 739 million, NOK 295 million of which were recorded as a component ofiaiepdepiation and amortization.
The remaining NOK 444 million was recorded as restructuring costs. See Note 6. Impairment losses for 1998 and 1997 wenailiOKaZ#BNOK 11 million,
respectively. The fair value of the impaired assets was generally estimated by discounting the expected future casle flodigiddiah assets. During the three years
ended 31 December, 1999, impairment was generally indicated as the result of current period cash flow losses, combiseatyithlasses, or a significant change

in the manner in which the asset is to be used.

3 Includes NOK 680 million related to capital leases.

Norsk Hydro’s Annual Report 1999



Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

16. PREPAID PENSION, INVESTMENTS AND ing a similar secured status to the existing bondholders and
NON-CURRENT ASSETS lenders. Certain of the debenture bond agreements contain

provisions allowing Hydro to call the debt prior to its final

redemption date at par or at certain specified premiums.

Amounts in NOK million 1999 1998
Gooduwill for consolidated Long-term debt payable in various currencies:
subsidiaries, less accumu-
lated amortization 458 711 Weighted ~ Denomi- Balance in
Intangible assets, less accumu- Average nated NOK
lated amortization 710 751 Amounts in Interest Amount
Total intangible assets 1,168 1,462 million Rates 1999 1999 1998
Prepaid pension (Note 20) 4,316 4,266 Unsecured debenture bonds:
Available-for-sale securities at USD 7.5% 3146 25213 14.239
fair value (Note 13) 17 16 NOK 8.6% 5'494 5’494 4’588
Other investments at cost 870 842 GBP 75% '325 4’209 1’264
Non-current assets 1,618 1,198 DEM ' - o 1’137
Total prepaid pension, investments and 6,821 6,322 EURO 6.3% 300 2415 T
non-current assets : !
Total 37,331 21,228
Total - US GAAP 7,989 7,784 Unsecured bank loans:
. S uUsbD 6.0% 450 3,607 2,213
Total prepaid pension, investments and SEK 5.5% 1022 961 980
non-current assets 6,821 6,322 Other ' ' 150 242
Adjustments (Note 27) (4) 2)
Total prepaid pension, investments and Total 4,718 3,435
non-current assets - N GAAP 6,817 6,320 Capital lease obligations 568 589
Mortgage loans 230 121
Other long-term debt 288 319
17. BANK LOANS AND OTHER INTEREST Outstanding debt 43,135 25,692
BEARING SHORT-TERM DEBT Less: Current portion (907) (1,587)
Total long-term debt 42,228 24,105

Weighted Average
Interest Rates

as of 31 December Hydro utilizes foreign currency swaps to manage foreign

Amounts in NOK milion 1999 1998 1999 1998 aychange risk on its long-term debt which are not reflected
Bank loans and in the table above. (See Note 24).
overdraft facilities 6.0% 7.0% 4,834 3,427

Commercial paper 3.1% 3.0% 1 11
Other 4.8% 4.0% 2,526 1,712 Payments on long-term debt fall due as follows:
Total 7,361 5,150 - -

Amounts in Deben- Bank-  Capital

. OK milli t I I Oth Toth

As of 31 December, 1999, Norsk Hydro ASA had commlttengoooml on urgs y 0&11253 ez;s; 12:; 0907
and unused short-term credit facilities with various banks 2001 1702 146 54 a1 1943
totaling approximately NOK 3,297 million. Interest rates 5 2'200 128 58 38 2’424
range from 2.5 to 8.7 percent depending on the currency of 55, 1’895 80 63 33 2’071
the facilities. No compensating balance is required. 2004 1'291 21 69 27 1'408

Thereafter 29,649 4,210 272 251 34,382

) )

18. OTHER CURRENT LIABILITIES Total 37331 4718 568 518 43135

1) Of which Norsk Hydro ASA is responsible for NOK 30,557 million.
Amounts in NOK million 1999 1998 2) Of which Norsk Hydro ASA is responsible for NOK 1,362 million.
Accounts payable 12,393 10,371 .
Income tagez payable 2,266 582 quro had unsecured _\/{arlable rate bank loans of NOK 3,223
Payroll and value added taxes 2.444 2.429 million and NOK 20 m|II|o_n at 31 Decemb_er, 1999 a_nd 31
Accrued liabilities 10,360 5,320 December, 1998, respectively, based on interbank interest
Other liabilities 1,046 966  rates. _ _ _ _
Total 28,500 19.668 Hydro has entered into agreements with several internation-

al banks for long-term, stand-by credit for a total amount of
USD 1,950 million. There are no borrowings under these

R facilities at 31 December, 1999. Commitment fees range
19. LONG-TERM DEBT from 0.063 percent to 0.125 percent.
Substantially all unsecured debenture bond and unsecured Subsequent to 31 December, 1999, Hydro issued EURO
bank loan agreements contain provisions restricting the 100 million (NOK 810 million) of 6.25 percent notes
pledging of assets to secure future borrowings without grantepayable in 2010.
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20. EMPLOYEE RETIREMENT PLANS

Pension Benefits

Norsk Hydro ASA and many of its subsidiaries have defineoE
benefit retirement plans which cover substantially all of thei
employees. Plan benefits are generally based on years of s
vice and final salary levels. Some subsidiaries have defined

contribution or multiemployer plans.

Net periodic pension cost (credit)

Amounts in NOK million 1999 1998 1997
Defined benefit plans:
Benefits earned during
the year, net of participants'
contributions 434 345 286
Interest cost on prior period
benefit obligation 765 683 652
Expected return on plan
assets (1,132) (1,121) (1,079)
Recognized net gain (11) (63) (66)
Amortization of prior
service cost 141 111 109
Amortization of net transition
asset (56) (55) (54)
Curtailment loss 13 - 2
Settlement gain 2) - -
Net periodic pension cost (credit) 152 (100) (150)
Defined contribution plans 52 53 45
Multiemployer plans 31 36 36
Termination benefits and other 385 230 147
Total net periodic pension cost 620 219 78
Change in the additional
minimum pension liability
included within other
comprehensive income 11 11 9
Change in projected benefit obligation (PBO)
Amounts in NOK million 1999 1998

Projected benefit obligation
at beginning of year

(11,778) (10,555)

Benefits earned during the year (448) (359)
Interest cost on prior period

benefit obligation (765) (683)
Actuarial gain (loss) 551 (288)
Plan amendments (96) (264)
Benefits paid 655 611
Curtailment gain 11 -
Settlements 73 -
Special termination benefits (40) -
Business combinations (749) -
Foreign currency translation 58 (240)

Projected benefit obligation at end of year 12,628) (11,778)

Change in pension plan assets

r

Amounts in NOK million 1999 1998

air value of plan assets at

eginning of year 15,518 15,725
Actual return on plan assets 2,547 42
e:ro'mpany contributions 45 48
Plan participants' contributions 15 14
Benefits paid (576) (534)
Settlements 77) -
Business combinations 624 -
Foreign currency translation 21 223
Fair value of plan assets at end of year 18,117 15,518

Status of pension plans reconciled to balance sheet

Amounts in NOK million 1999 1998
Defined benefit plans:
Funded status of the plans at end of year 5,589 3,740
Unrecognized net gain (2,821) (841)

Unrecognized prior service cost 368 426

Unrecognized net transition asset (188) (234)
Net prepaid pension recognized 2,948 3,091
Termination benefits and other (817) (544)
Total net prepaid pension recognized 2,131 2,547
Amounts recognized in the statement of
financial position consist of:

Prepaid pension 4,316 4,266

Accrued pension liabilities (2,287) (1,812)

Intangible asset 7 9

Accumulated other comprehensive income 95 84
Net amount recognized 2,131 2,547
Weighted-average assumptions
at end of year:

Discount rate 7.0% 6.5%
Expected return on plan assets 8.0% 7.5%
Rate of compensation increase 2.3% 2.0%

The projected benefit obligation, accumulated benefit obliga-
tion, and fair value of plan assets for pension plans with
accumulated benefit obligations in excess of plan assets were
NOK 1,672 million, NOK 1,314 million and NOK 59 mil-

lion, respectively, at 31 December, 1999, and NOK 1,435
million, NOK 1,177 million, and NOK 2 million, respective-

ly, at 31 December, 1998.

Effective 1 July, 1998 Hydro increased the pensions of cur-
rent pensioners in its main pension plans in Norway by
approximately 7 percent. The resulting prior service cost of
NOK 228 million is being amortized on a straight line basis
over the two years, beginning 1 January, 1999.

Effective 1 July, 1996 Hydro increased the pensions of cur-
rent pensioners in its main pension plans in Norway by
approximately 7 percent. The resulting prior service cost of
NOK 181 million was fully amortized as of 31 December,
1998.

Other Retirement Benefits

Hydro has unfunded retiree medical and life insurance plans
for certain of its employees located outside of Norway.
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Related net periodic postretirement cost was NOK 22 mil- of business. Hydro is of the opinion that resulting liabilities,
lion, NOK 14 million and NOK 7 million for 1999, 1998 and if any, will not have a material adverse effect on its consoli-
1997, respectively. The postretirement liability was NOK  dated results of operations, liquidity or financial position.

221 million and NOK 194 million at 31 December, 1999 and

1998, respectively. Amounts in NOK million 1999 1998
Other long-term liabilities
Insurance premiums and loss reserves 713 815
2L. (():'?I—ITII;I—IIQNLGOENNCE:I'I'EESR?/INBABILITIES Accruals abandonment costs offshore 1.104 536
Accruals decommissioning costs offshore 937 57
Hydro is subject to changing environmental laws and regulaBostretirement benefits other than pension 221 194

. ) ; _Other 1.759 1.375
tions that in the future may require the company to modern Total 2734 3.499

ize technology to meet more stringent emissions standards 6+
to take actions for contaminated areas. At 31 December,

1999 and 1998, Hydro had accrued NOK 204 million and 22. SECURED DEBT AND GUARANTEES
NOK 262 million, respectively, for corrective environmental

measures. The corresponding expense was NOK 10 millionAmounts in NOK milion 1999 1998
in 1999 compared to NOK 42 million and NOK 47 million ~ Amount of secured debt 335 309
in 1998 and 1997, respectively. Hydro's share of the estimajssets used as security:
ed total future cost of well closure, decommissioning and - Plant and equipment, etc. 236 396
removal of offshore installations is approximately - Buildings 638 401
NOK 4,052 million. As of 31 December, 1999, Hydro had - Other 161 124
accrued NOK 2,041million for well closure and abandon- 15, 1.035 921
ment costs using the unit-of-production method. The accrudg3 bal oD :
was NOK 1,115 million as of 31 December, 1998. Abandon-c“‘"‘tr.am":'es (? -g_a ancetsdebeltl). 48 92
ment expense was NOK 542 million, NOK 277 million and Gﬂgr';?feg‘;yofgeffoun ed brls s8o 995
NOK 300 million in 1999, 1998 and 1997, respectively. Indirect

: . . guarantees 6,438 3,359
Hydro's future expenses for these corrective environmental
measures are affected by a number of uncertainties includ- Iota! 7,068 4,446
ing, but not limited to, the method and extent of corrective . L .
action. Due to uncertainties inherent in the estimation Hydro provides guarantees arising in the ordinary course of

process, it is at least reasonably possible that such estimatdisiness including stand-by letters of credit, letters of credit,

could be revised in the near term. In addition, conditions ~ Performance bonds and various payment or financial guaran-

which could require future expenditures may be determined®€S:

to exist for various sites, including Hydro's major production Following the asset exchange between Hydro and Petro-

facilities and product storage terminals. The amount of sucHcanada in 1996, Hydro guaranteed that the total recoverable

future costs is not determinable due to the unknown timing '€Serves attributable to Petro-Canada’s working interest in

and extent of corrective actions which may be required. the Veslefrikk field shall not be less than a certain quantified
On 15 March, 1996, Norsk Hydro USA Inc., a wholly amount of crude oil. If less, Hydro has an obligation to deliv-

owned subsidiary of Hydro received notice that the Port €' indemnity volumes to Petro-Canada. The guarantee does

Authority of New York and New Jersey had filed a com- ~ Not apply in cases of force majeure, the failure of the opera-

plaint in the Superior Court of New Jersey naming Norsk  tor to comply with good oil field practices, etc.

Hydro USA Inc., as one of the defendants in an actionin At 31 December, 1999, the remaining guaranteed volume

connection with property damages and related losses suf- Was 1.9 millioner Smof crude oil, equivalent to approxi-

fered in the bombing by terrorist of the World Trade Center Mately NOK 2,400 million.

in February 1993. In February 1997, Hydro Agri North

America was substituted for Norsk Hydro USA Inc. and the 23. CONTRACTUAL AND OTHER COMMITMENTS

case was removed to Federal District court in New Jersey. In  FOR FUTURE INVESTMENTS AND OPERA-

December 1997, the complaint was dismissed by the District ~ TIONS

Court, but this decision was appealed by the plaintiff. In

1999, the Third Circuit Court of Appeals affirmed the deci- As of 31 December, 1999: Investments

sion of the United States District Court in New Jersey dis- Amounts in NOK million 2000  Thereafter  Total

missing the complaint filed by the Port Authority of New  contract commitments for

York and New Jersey. The period of time within which the investments in property,

plaintiffs could file an appeal with the United States plant and equipment:

Supreme Court has expired. Land based 855 134 989
On 23 July, 1999 and 4 February, 2000, Dolphin AS pre-  Oil and gas fields

sented claims to Hydro for higher day rates associated with aand transport systems 4,270 8347 12,617

drilling rig, which has been leased for a period of seven yearsggta) 5125 8,481 13,606

The claims are based on a general upgrading of the drilling Additional authorized

rig and total NOK 1,941 million. Hydro evaluates the claims futureoin\?egtume%ts?n property, plant

together with the partners. Hydro will utilize the drilling rig  and equipment: '

in its activities associated with the Snorre Unit and Produc- | and based 719 61 780

tion License 089, in which Hydro has ownership interests of ; 4nq gas fields

17.66 percent and 13.28 percent, respectively. As such, any and transport systems 281 1,370 1,651

additional net rental cost to Hydro is expected to be substan=. ' 1.000 1431 2431

tially less than the amount claimed by Dolphin AS. ol : d : :
Hydro is involved in or threatened with various other legal, SOntract commitments for other

tax and environmental matters arising in the ordinary coursduture investments: 1,612 . 1,612
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Additional authorized future investments include projects

tors or management given the authority to approve such
investments. General investment budgets are excluded fronswaption Contract

The Norwegian kroner equivalent of the notional contract
formally approved for development by the Board of Direc- amounts above is approximately NOK 8.0 billion.

these amounts.

Hydro acquired, as part of the Saga acquisition, a sold swap-

Hydro has entered into take-or-pay and long-term contraction contract whereby the other party has a right to enter into
providing for future payments to secure pipeline and trans- a interest rate swap in the period from March 2000 to Sep-
portation capacity, processing services, raw materials and tember 2008, under which Hydro will receive a fixed interest

electricity and steam. In addition, Hydro has entered into

of 7.25 percent while paying LIBOR on a notional amount of

long-term sale commitments to deliver goods. This principalSD 100 million (NOK 802 million). Under the contract,
ly relates to obligations to deliver gas from fields on the NorHydro will receive 0.25 percent of the notional amount annu-
wegian continental shelf for a total amount of NOK 106.3  ally until the option is exercised or until the contract expires

billion.

in March 2009. The contract is recorded at fair value.

The non-cancelable future fixed and determinable obligatiorForeign Currency Swaps

as of 31 December, 1999 is as follows:

Amounts in million

Interest

Hydro receiver  Interest Hydro payer

. Take-or-pay and Long-term contracts Currency Amount Rate Ref. Currency Amount Rate Ref. Maturity
Amounts in Transport Raw Energy  Sale com-
NOK million and Other materials related  mitments CHF 200  fixed usb 136  floating Apr. 00
2000 437 1,234 1,023 (5,058) DEM 70 fixed usD 50 fixed Mar. 00
2001 434 1,038 1,123 (6,094) UsD 16 floating DKK 100  fixed Jan. 03
2002 435 1,045 1,051 (6,190) L L
Floating interest rates are principally based on the London
2003 414 1,180 1,044 (6,528) ! !
interbank offered rate (LIBOR) 6 months. The Norwegian
2004 398 470 1,044 (6,515) K el tth ional bove i
Thereafter 2.886 1,825 21,00  (96,846) Kronerequiva ent of the notional contract amounts above is
approximately NOK 1.6 billion stated at year end exchange
Total 5,004 6,792 26,385 (127.25) rates, which compares to outstanding contracts at the end of

1998 of NOK 2.0 billion.

Terms of certain of these agreements include additional

charges covering variable operating expenses in addition to

the fixed and determinable component shown above.

In addition, Hydro has contracted to purchase 28.2 million
tonnes of alumina over the next 14 years with variable pric
referenced to the London Metal Exchange quoted prices.

The total purchases under the take-or-pay agreements anq

long-term contracts were as follows (in NOK million):
1999 — 2,932; 1998 — 3,278; 1997 — 3,042.

Forward Currency Contracts

The buy amounts represent commitments to purchase foreign

ecurrencies and the sell amounts represent commitments to
Sell foreign currencies.

The following contracts were outstanding at 31 December,

999, and mature between January 2000 and September

2001.

In currency In NOK
Amounts in million Buy Sell Buy Sell
24. DERIVATIVE FINANCIAL INSTRUMENTS AND USD 1.317 23) 10,544 (181)
RISK MANAGEMENT NOK 389  (3,794) 389 (3,794)
- . . 69 - 287 -
Hydro utilizes interest rate and foreign currency swaps to 55 an 711 (220)
alter the interest rate or currency exposures for its long-termyg - (1,669) - @572)
debt portfolio. See Note 19. CHF - (190 - (957)
Forward currency contracts often provide needed liquidity 5 - @317) - (1,428)
in one currency in exchange for excess liquidity in another. ~ ; &490) _ (2'710)
For a description of risk management and financial market 4. . _ ) 194 (1' 234)
risk see the “Risk Management” discussion in the Manage- '
Total 12,125 (12,096)

ment discussion and analysis section of this report. Refer to

Note 1 under “Derivative Financial Instruments” for infor-

mation about credit risk and cash flows of these instruments

Interest Rate Swaps

At year end 1999, Hydro had two interest swaps, acquired

The notional amounts stated at forward rates above of
approximately NOK 12.1 billion compare with outstanding
contracts at the end of 1998 of approximately NOK 15.6

‘,gllion.

a part of the Saga acquisition. The interest swaps have off-
setting terms and the combined swaps have no market value
at 31 December, 1999.

Outstanding interest rate swaps at 31 December, 1999

Notional amount Hydro pays Hydro receives Maturity
USD 500 million NIBOR + 1.6% Fixed 10.5% March 2002
USD 500 million Fixed 10.5% NIBOR +1.6% March 2002

Norsk Hydro’s Annual Report 1999



Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

Forward Currency Options
Hydro had a portfolio of purchased and written foreign cur- INSTRUMENTS

rency options at 31 December, 1999. The portfolio was The estimated fair values of financial instruments not other-
acquired as part of the Saga purchase. The written options ise disclosed are as follows:

the portfolio are designed to reduce total premium payments.

25. FAIR VALUE OF FINANCIAL

Carrying Fair Carrying Fair

Amount Value Amount  Value
The following contract amounts were outstanding at 31~ Amounts in NOK million 1999 1999 1998 1998
December, 1999: Assets:
Notional Notional Current assets:
amount amount Forward currency contracts 125 125 90 90
Amounts in million Usb NOK Non-current assets:
Bought put options 120 958 Foreign currency swaps 18 - 67 56
Sold put options 120 958 Interest rate swap - 55 - -
Sold call options 187 1,495  |jabilities:
Total 3411 Current liabilities:
Forward currency contracts (96) (96) 181) (181)
The option contracts outstanding at 31 December, 1999 Foreign currency swaps (204) (213) (7) (7)
mature between January 2000 and August 2001. Foreign currency options (21) (21) - -
Other long-term liabilities:
Foreign currency swaps - - (65) (64)
Interest rate swap - (55) - -
Swaption contract (25) (25) - -
Long-term debt (43,135)  (41,746) (25,692) (26,959)

The recorded amounts of cash and cash equivalents, receivables,
bank loans and other interest bearing short-term debt, and other lia-
bilities approximate their fair values. Marketable equity and debt
securities are recorded at their fair values. (Notes 11 and 13).

Fair values are estimated using quoted market prices, estimates
obtained from brokers and other appropriate valuation techniques
based upon information available as of 31 December of the respec-
tive years. The fair value estimates do not necessarily reflect the
values which could be realized in the current market.

26. SUPPLEMENTARY OIL AND GAS INFORMATION

Costs Incurred on Oil and Gas Properties
EXPLORATION COSTS

Norway International Total
Amounts in NOK million 1999) 1998 1997 1999) 1998 1997 1999) 1998 1997
Capitalized at beginning of year 856 725 787 174 491 392 1,030 1,216 1,179
Incurred during the year 796 914 695 702 454 411 1,498 1,368 1,106
Acquisition cos? 362 - 8 - - - 362 - 8
Expensed (671) (776) (530) (531) (445) (256)  (1,202) (1,221) (786)
Transferred to development (185) @) (235) (50) (326) - (235) (333) (235)
Disposals - - - (41) - (56) (41) - (56)
Capitalized at end of year 1,158 856 725 254 174 491 1,412 1,030 1,216
1) 1999 figures include Saga Petroleum
2) 1999 represents exploration costs acquired from Saga Petroleum. See Note 2.
DEVELOPMENT, TRANSPORTATION SYSTEMS AND OTHER COSTS

Changes in net book value

Norway International Total
Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997
Net book value at beginning of year 28,688 26,651 24,903 2,451 1,506 899 31,139 28,157 25,802
Cost incurred during the yéar 6,765 5,098 4,302 1,668 1,069 534 8,433 6,167 4,836
Acquisition cost 32,360 - 26 5,803 - - 38,163 - 26
Transferred from exploration cost 185 7 235 50 326 - 235 333 235
Amortization (4,938) (3,068) (2,815) (594) (157) 9) (5,532) (3,225)  (2,824)
Disposald (736) - - (146) (212) - (882) (212) -
Foreign currency translation - - - 418 (81) 82 418 (81) 82
Net book value at end of year 62,324 28,688 26,651 9,650 2,451 1,506 71,974 31,139 28,157

1) 1n 1999, NOK 924 million, NOK 624 million, and NOK 44 million of development costs related to activities in Canada, AngBlassiadrespectively. In addition, NOK 55

million of development costs related to Saga’s activities in primarily UK and Ireland. In 1998, NOK 796 million and NOKlid@Dfrdlevelopment costs related to activities
in Canada and Angola, respectively. In 1997, NOK 412 million was related to Canadian activities.
2)  In 1999, includes acquisition of Saga fields and transportation systems in Norway and in the UK and Ireland.

3)  Consists of disposals in 1999 related to Saga for the Varg ship and fields in Indonesia.
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Proved Reserves of Oil and Gas (Unaudited)

Proved reserves are the estimated quantities of crude oil, natural gas, and natural gas liquids which geological and datirtssTion-
strate with reasonable certainty to be recoverable in future years from known reservoirs under existing economic andaubtiatisg
Proved developed reserves can be expected to be recovered through existing wells with existing equipment and operatifgorezthods.
undeveloped reserves are expected to be recovered from undrilled production wells on exploration licenses. Reservesd éwebexpecte
revised as oil and gas are produced and additional data become available. The main part of production and reserveanegiathe N
Continental Shelf. The Norwegian State has the option to reduce Hydro's participation in certain licenses in accordanstdivithgbale
agreement.

PROVED RESERVES OF OIL AND GAS (Unaudited)

Norway International Total
Oil Natural gas Oil  Natural Gas Oil Natural gas

mmboé billion Sme mmboé  billion Sn# mmboé billion Sme
Proved development and
undeveloped reserves
At 31 December, 1996 668 142.2 21 - 689 142.2
Revisions of previous estimatés (18) (14.8) - - (18) (14.8)
Purchase (sale)/exchange of reserves in place 9 1.4 - - 9 1.4
Extensions and new discoveries 5 0.9 72 - 77 0.9
Production for the year 77) (3.1) - - (77) (3.1)
At 31 December, 19996) 587 126.6 93 - 680 126.6
Revisions of previous estimaes 33 (1.5) - - 33 (1.5)
Purchase (sale)/exchange of reserves in place - - - - - -
Extensions and new discoveries 3 0.1 - - 3 0.1
Production for the year 77) (3.3) 1) - (78) (3.3
At 31 December, 19986) 546 121.9 92 - 638 121.9
Revisions of previous estimates 22 1.0 1 - 23 1.0
Purchase (sale)/exchange of reserves in place 229 42.7 56 6.3 285 49.0
Extensions and new discoveries 131 5.8 10 - 141 5.8
Production for the year (91) (3.9 (6) (0.3) 97) (4.2)
At 31 December, 19996) 837 167.5 153 6.0 990 173.5
Proved development reserves
At 31 December, 1996 368 63.7 - - 368 63.7
At 31 December, 1997 356 60.6 19 - 375 60.6
At 31 December, 1998 358 57.0 17 - 375 57.0
At 31 December, 1999 500 69.1 74 6.0 574 75.1

1) Includes crude oil and NGL/Condensate.

2) In 1998, Hydro increased its interest in the Snorre field from 8.3 percent to 8.9 percent as a result of a redeternfindtid. dftie decrease in reserves in 1997 was due to
the change to more stringent criteria of 90 percent probability of recovery for proved reserves in accordance with nes fiomelfire Society of Petroleum Engineers and
World Petroleum Congress. Hydro previously classified reserves as proved with an 80 percent probability of recovery.

3)  In 1999, the increase in reserves is due to the inclusion and increase in ownership interest from the Saga acquisititmcrea$897 oil reserves is due to an increase in
interest in the Visund field from 12.6 to 16.1 percent.

4) In 1999, extensions and new discoveries for oil related to the Grane and Borg fields. Kvitebjarn and Tune fields weTééokbasaga field in Russia comprised the inter-
national extensions and new discoveries for oil.

5 Reserve estimates are made before royalties of approximately 8.8, 11.0 and 15.9 million barrels of oil equivalents f6BE991997, respectively.
6) In 1999, reserve estimates include 192.0 million barrels of oil equivalents from outside the Norwegian Continental Skéif Wikgilanada and Angola.

Results of Operations for Oil and Gas Producing Activities

As required by Statement of Financial Accounting Standards No. 69, the revenues and expenses included in the folloviiect ttdle re
those relating to the oil and gas producing operations of Hydro. In addition to these operations, Exploration and Prddotetibrrefiects
revenues and expenses relating to petroleum transport operations.

The "results of operations" should not be equated to net income since no deduction nor allocation is made for inte srstrebstspp-
rate overhead costs, and other costs. Income tax expense is a theoretical computation based on the statutory tawnagesfeftetgihe
effects of uplift and permanent differences only.

Norway International” Total
Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997
Sales to unaffiliated customers 4,687 2,173 2,345 1,085 223 7 5,772 2,396 2,352
Intercompany transfers 10,320 6,934 9,523 - - - 10,320 6,934 9,523
Total revenues 15,007 9,107 11,868 1,085 223 7 16,092 9,330 11,875
Operating costs and expenses:
Production costs 3,142 2,158 1,999 171 165 3 3,313 2,323 2,002
Exploration expenses 670 775 530 531 446 256 1,201 1,221 786
Depreciation, depletion and amortization 4,881 3,006 2,794 673 169 5 5,554 3,175 2,799
Total expenses 8,693 5,939 5,323 1,375 780 264 10,068 6,719 5,587
Results of operations before taxes 6,314 3,168 6,545 (290) (557) (257) 6,024 2,611 6,288
Current and deferred income tax expense (4,576)  (1,934) (4,694) 93 180 86 (4,483) (1,754) (4,608)
Result of operations 1,738 1,234 1,851 (197) (377) (171 1,541 857 1,680
Y Includes UK.
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US GAAP Standardized Measure of Discounted Future Net Cash Flows and Changes Therein
Relating to Proved Oil and Gas Reserve@naudited)

The standardized measure of discounted future net cash flows of Hydro's proved reserves of oil (including natural gas liquids
and condensate) and gas is prepared in compliance with Statement of Financial Accounting Standards No. 69.

Future net cash flows are based on numerous assumptions which may or may not be realized. The Management of Hydro
cautions against relying on the information presented because of the highly arbitrary nature of assumptions involved and sus
ceptibility of estimates to change as new and more accurate data become available.

The individual components of future net cash flows shown below were computed using prices, production costs, developme
costs, royalty levels, foreign exchange rates, statutory tax rates and estimated proved reserve quantities at the aspective ye
ends.

STANDARDIZED MEASURE OF DISCOUNTED FUTURE NET CASH FLOWS

Norway International Total
Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997
Future cash inflow 274,800 118,900 157,100 32,300 6,900 10,400 307,100 125,800 167,500
Future production costs (48,800) (29,600) (29,900) (8,100) (1,900) (2,500) (56,900) (31,500) (32,400)
Future development costs (21,200) (13,100) (15,500) (4,800) (3,600) (3,600) (26,000) (16,700) (19,100)
Future income tax expense (140,200) (51,500) (82,000) (5,300) (400) (400) (145,500) (51,900) (82,400)
Future net cash flows 64,600 24,700 29,700 14,100 1,000 3,900 78,700 25,700 33,600

Less: 10% annual discount
for estimated timing of cash flows (25,400) (12,900) (13,500) (5,100) (1,000) (2,800) (30,500) (13,900) (16,300)

Standardized measure of
discounted future net cash flow 39,200 11,800 16,200 9,000 - 1,100 48,200 11,800 17,300

MAJOR SOURCES OF CHANGES IN THE STANDARDIZED MEASURE OF DISCOUNTED FUTURE NET CASH FLOWS

Amounts in NOK million 1999 1998 1997
Net changes in prices and production costs 45,600 (20,200) (12,100)
Sales and transfers of oil and gas produced, net of production costs (13,300) (7,100) (10,100)
Extensions, unitizations, discoveries and improved recovery, net of related costs 13,100 100 3,900
Purchase/Exchange of interest in field 38,400 - 700
Sale/Exchange of interest in field - - (200)
Changes in estimated development costs (11,900) (3,800) (5,200)
Development costs incurred during the year 6,000 5,000 4,000
Net change in income taxes (48,200) 18,000 21,400
Accretion of discount 800 1,900 1,500
Revisions of previous reserve quantity estimates 6,000 500 (4,500)
Other (100) 100 100
Total change in the standardized measure during the year 36,400 (5,500) (500)
Production

The following table presents the average sales price (including transfers) and production costs per unit or crude al and natur
gas, net of reductions in respect of royalty payments, during 1999, 1998 and 1997.

Norway International Total
Amounts in NOK 1999 1998 1997 1999 1998 1997 1999 1998 1997
Average Sales Price
crude oil (per barrel) 143.9 93.5 135.1 157.7 72.3 - 144.7 93.5 135.1
natural gas (per sth 0.58 0.70 0.70 0.65 - - 0.58 0.70 0.70
Average production cost (per boe) 22.6 20.3 17.9 23.6 35.2 - 22.4 20.5 17.9
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27. SUMMARY OF DIFFERENCES IN ACCOUNTING POLICIES
AND RECONCILIATION OF US GAAP TO N GAAP

The financial statements prepared in accordance with accounting principles generally accepted in Norway presented on page
50 to 52, differ in certain respects from US GAAP. A reconciliation of net income and shareholders' equity from US GAAP to
Norwegian principles (N GAAP) and a description of these differences follow. The lines with a note reference reflect the vari-
ance between the US GAAP balance in that note and the N GAAP balance.

Reconciliation of US GAAP to N GAAP:

Net income
Amounts in NOK million Notes 1999 1998 1997
Operating income US GAAP 7,735 5,830 10,702

Adjustments for N GAAP:

Other operating costs (derivative commodity contracts) 19 2) (46)
Operating income — N GAAP 7,754 5,828 10,656
Equity in net income of non-consolidated investees 339 410 402
Financial expense, net (1,551) (409) (837)
Other income, net 1,350 - 78
Income before taxes and minority interest — N GAAP 7,892 5,829 10,299
Current income tax expense (3,553) (1,379) (4,117)
Deferred tax income (expense) US GAAP (784) (600) (975)
Adjusted to N GAAP deferred tax 10 (6) 1 12
Net income - N GAAP 3,549 3,851 5,219
Minority interest (90) (98) (48)
Net income after minority interest — N GAAP 3,459 3,753 5,171

Shareholders' equity

Amounts in NOK million Notes 1999 1998 1997

Shareholders' equity for US GAAP 59,497 48,291 45,717
Unrealized gains — current (a) (79) 97) (96)
Investments (b) 13 4) 2) (2,151)
Deferred tax assets and liabilities — current and long-term (c) 10 24 28 326
Dividends payable (d) (2,094) (1,718) (1,718)
Minority Interest (e) 1,323 1,266 1,146

Shareholders' equity for N GAAP 58,667 47,768 44,224
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EXPLANATION OF MAJOR DIFFERENCES rary differences giving rise to the N GAAP deferred tax asset

BETWEEN N GAAP AND US GAAP and liability is provided in Note 1@lassification between
current and long-term for US GAAP is determined by the

(a) Derivative commodity contracts: Under N GAAP, unreal-  classification of the related asset or liability giving rise to the

ized gains and losses for speculative commodity futures andemporary difference. For each tax entity, deferred tax assets

options contracts are netted for each portfolio and net unre-and liabilities are offset within the respective current or long-

alized gains are deferred as other short-term liabilities. term groups and presented as a single amount.

For US GAAP, gains and losses on speculative contracts are o

recorded to operating revenue or cost as appropriate, when(d) Dividends payable:For N GAAP, dividends proposed at

incurred. the end of the year which will be declared and paid in the
following year are recorded as a reduction to equity and as
(b) Unrealized holding gain (loss) on securitiedJnder debt.For US GAAP, equity is reduced when dividends are

N GAAP, Hydro’s long-term marketable equity and debt ~ declared.
securities are carried at the lower of historical cost or mar-
ket valuelUnder US GAAP, securities are carried at fair val- (€) Minority Interest: For N GAAP shareholders’ equity is
ue (market) and unrealized holding gains or losses are ~ Presented including minority interein. US GAAP share-
included in Other comprehensive income, net of tax effects,holders’ equity is presented without minority interest.
for available-for-sale securities.

(f) Cumulative effect of change in accounting principle:
(c) Deferred taxes: Under N GAAP, deferred taxes are re- In 1999 Hydro changed its accounting principles regarding
corded based upon the liability method similar to US GAAP start-up costs (refer to Accounting Principles page /5.
Differences occur primarily because items accounted for difN GAAP this is recorded to equitp. US GAAP this is
ferently under US GAAP also have deferred tax effects. ~ recorded in the income statement.
Under N GAAP, deferred tax assets and liabilities for each
tax entity are netted and classified as a long-term liability or
asset. A reconciliation of the current and long-term tempo-

EFFECT OF IMPLEMENTATION OF NEW NORWEGIAN ACCOUNTING ACT

Norway has adopted a new accounting act, effective 1 January, 1999. For Hydro, this will remove most of the differences the

have existed between the financial statements according to Norwegian and US accounting principles.

The table below shows the effect of the new accounting act on shareholders’ equity.

Amounts in NOK million

N GAAP Shareholders’ equity as 31 December, 1998 43,532
Other liquid assets 298
Prepaid expenses and other current assets 602
Property, plant and equipment - capitalized costs 7,999
Unrealized gains - current and long-term 184
Deferred tax assets and liabilities - current and long-term (6,113)
Minority Interest 1,266

N GAAP Shareholders’ equity as of 1 January, 1999 47,768
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Norsk Hydro ASA — Accounting principles generally accepted in Norway

INCOME STATEMENTS BALANCE SHEETS
Year ended 31 December, 31 December,
Amounts in NOK million Notes 1999 1998 Amounts in NOK million Notes 1999 1998
Operating revenues 11,011 10,650 ASSETS
Intangible assets 31 30
Raw materials and energy costs 4,475 4,366
Change in inventories of own production 3 4) )
Payroll and related costs 6,8 4585 4,126 Property, plant and equipment 5 274 263
Depreciation 5 36 35
Other 2,508 2,933 Shares in subsidiary companies 448,719 16,080
Total operating costs and expenses 11,601 11,456 Intercompany receivables 24,880 21,590
Non-consolidated investees 4 800 781
ooy Prepaid pension, investments and
Operating income (590) (806) other non-current assets 3,6 4,591 4,397
Dividends from subsidiary companies 2,480 3,490 Total financial non-current assets 78,990 42,848
Dividends from non-consolidated investees 107 118
Interest from group companies 2,881 2,114 Inventories 3 191 116
Other interest income 342 157 Accounts receivable, less
Interest paid to group companies (810)  (506) allowances of 33 and 21 846 1,152
Other interest expense (2,517) (1,857) Interct_)mpany receivables 24,411 21,440
Other financial income, net 638 (655) Prepaid expenses gnd other current assets 1,857 1,463
: . Cash and cash equivalents 2,501 249
Financial income (expense), net 3,121 2,861 Current assets 20806 24.420
Income before taxes 2,531 2,055 Total assets 109,101 67,561
Current tax income (expense) (189) (119)
Deferred tax income (expense) 2 18 (24) | |ABILITIES AND SHAREHOLDERS' EQUITY
Net income (loss) 2,420 1,912
e ) Paid-in capital:
Appropriation of net income (loss) Share capital 266,596,650 at NOK 20 5,332 4,581
and equity transfers: Treasury stock 4,891,088 at NOK 20 (98) -
Dividend proposed (2,094) (1,718) Palc_j—m premium 15,055 4,203
Shareholder contribution (1) - Reta|r_1ed earnings.
Distributable equity (325) (194) Retained earnings 7,022 6,698
Total appropriation (2,420) (1,912) Treasury stock (1,466) -
Shareholders'equity 25,845 15,482
Deferred tax liabilities 2 1,502 1,580
Other long-term liabilities 609 599
Long-term accruals 2,111 2,179
Intercompany payables 262 230
STATEMENTS OF CASH FLOWS Other long-term interest-bearing debt 31,210 22,890
Long-term debt 31,472 23,120
Net cash flow from operating activities (3,078) (1,272)
Cash flow used in Bank loans and other interest-
investing activities (4,910) (565) bearing short-term debt 3 4879 3,564
Cash flow provided by Dividends payable 2,094 1,718
financing activities 9,869 1,509 Intercompany payables 39,184 17,954
Forglgn currency effects on cash flows 371 194 Current portion of long-term debt 709 1,340
Net increase (decrease) in cash and Other current liabilities 2,807 2,204
cash equivalents 2,252 (134) —
Current liabilities 49,673 26,780
Cash and cash equivalents, 01.01 249 383 .
- Total liabilities and
Cash and cash equivalents, 31.12 2,501 249 shareholders' equity 109,101 67,561

Guarantees 7563 2,736

* Represents guarantees provided by Norsk Hydro ASA on behalf of its legal entities.
The accompanying notes are an integral part of the financial
statements.

Norsk Hydro’s Annual Report 1999



Norsk Hydro ASA — Notes to the financial statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING Reconciliation of nominal statutory tax rate to effective
POLICIES tax rate:

The financial statements of Norsk Hydro ASA are prepared

in accordance with accounting principles generally acceptedmounts in NOK million 1999

in Norway (N GAAP). Income (loss) before taxes 2,531

Hydro's general accounting policies are presented in Note
to the consolidated financial statements on pages 53 to 55.
See Note 27 on pages 73 and 74 for an additional clarifica-

Ig'xpected income taxes at statutory tax rate 708
Tax free income (12)

tion of the major differences in accordance with N GAAP Non-deductible expenses 3
. . Dividend exclusion (608)
compared with US GAAP. These notes also provides a Other. net 11
description of the new Norwegian Accounting Act. ’ )
- AT - - Hydro-electric power surtax 9
Shares in subsidiaries and non-consolidated investees are it
e £ B Income tax expense 111
Norsk Hydro ASA'’s financial statements presented accord- . o
Effective tax rate 4.38%

ing to the cost method. Group relief received is included in
dividends from subsidiaries. See Note 10 to consolidated financial statements for further infor-
See Note 3 to the consolidated financial statements regardsation.
ing paid-in capital for Norsk Hydro ASA.
For information about risk management in Norsk Hydro 3. BALANCE SHEET DATA
ASA see Note 24 in Notes to the consolidated financial state-
ments. The information given in Note 19 in Notes to the con-

solidated financial statements on payments on long-term ~ Amounts in NOK million 1999 1998
debt also applies to Norsk Hydro ASA. Prepaid pension, investments and
Norsk Hydro ASA provides financing to most of the sub- Other non-current assets:
sidiary companies in Norway as well as abroad. EmployeesOther investments 362 307
working for Norsk Hydro Produksjon a.s are employed by Prepaid pensions 3,379 3,203
Norsk Hydro ASA. Other non-current assets 850 797
The table below shows the effect of the new Norwegian Total 4,591 4,397
accounting act on Norsk Hydro ASA’s shareholders’ equity |nyentories:
(amounts in NOK million): Raw materials 130 74
Work in progress 2 1
Sharelholt:jers' equity as of 31dD|ecember, 1998 15,178 Fjnished goods 59 41
Unrealized gains - current and long-term 422
Deferred tax (118) Total 191 116

Bank loans and other short-term

Shareholders’ equity at 1 January, 1999 15,482 interest-bearing debt:
Bank overdraft 2,850 1,275
2. INCOME TAXES Current bank loans - 954
Other interest-bearing debt 2,029 1,335

The tax effect of temporary differences resulting in the
deferred tax assets (liabilities) and the change in temporary:
differences are:

Total 4,879 3,564

Temporary differences

Tax effected Change

Amounts in NOK million 1999 1998 1999 1998
Short-term items 13 (43) 201 241
Write-down on shares (646) (645) ® 99
Prepaid pension (946) (922) (85) (193)
Pension obligation 150 131 67 60
Other long-term (73) (101) 102 (296)
Deferred tax liabilities (1,502) (1,580)

Change for year 279  (89)
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Norsk Hydro ASA — Notes to the financial statements

4. SHARES IN SUBSIDIARY COMPANIES AND NON-CONSOLIDATED INVESTEES
Shares in subsidiaries are specified on page 79.

The most significant investments in non-consolidated investees for Norsk Hydro ASA are (amounts in NOK million):

Name Pecentage Country Equity 100% Net income 100%
owned (equals voting rights) 31.12.1999 1999

Compania Industrial de Resinas Sinteticas - CIRES SA 26,23% Portugal 309 (129)

Phosyn Plc. 35,00% Great Britain 84 17

Hydro Agri Trade Maroc 50,00% Marocco 145 1)

Suzhou Huasu Plastics Co. Ltd. 31,81% China 247 3

Quatar Fertilizer Company (S.A.Q.) 25,00% Quatar 3,422 125

Included in the balance sheet amount on non-consolidated investees are also loans to non-consolidated investees ovgredby other

companies.

5. PROPERTY, PLANT AND EQUIPMENT

Cost as of Additions Disposals at TransfersAccumulated depreci- Net book value Depreci
Amounts in NOK million 1.1.1999 in 1999 cost in 1999 in 1999  ation 31.12.1999 31.12.1999 ation
Machinery, etc. 332 23 (53) 2 a77) 127 32
Buildings 287 - 3 (143) 99 4
Plant under construction 15 31 - (5) - 41 -
Other items 7 - - - 7 -
Total 641 54 (102) - (320) 274 36
6. EMPLOYEE RETIREMENT PLANS 7. NUMBER OF SHARES OUTSTANDING,
Net periodic pension cost (credit) SHAREHOLDERS ETC.
Amounts in NOK milion 7599 1558 The sh_are capital of the compgny is NOK 5,331,933,000.
Defined benefit plans: It consists of 266,596,650 ordinary shares at NOK 20 each.
Benefits earned during the year 262 163 At 31 December 1999 the company had purchased 4,891,088
Interest cost on prior period benefit obligation 430 307 treasury stocks at a cost of NOK 1.6 billion. For further
Actual (return) loss on plan assets (1,747) 330 inf ti th . Note 3 i tes to th
Net amortization and deferral 1.025 (944) in qrma |or.1 on . ese issues see Note 3 in notes to the con-
Net pension credit (30) (144) solidated financial statements.
Termination benefits and other 46 38 Shareholders holding one percent or more of the total
Total net periodic pension cost (credit) 16 (106) 261,705,562 shares outstanding at 31 December, 1999 are:

Status of pension plans reconciled to balance sheet

=] Name Number of shares
an assets ABO exceeds —
exceed ABO plan assets Ministry of Trade and Industry 116,832,770
Amounts in NOK million 1999 1998 1999 1998  Morgan Guaranty Trust Co. of NY 15,572.364
Defined benefit plans: Chase Manhattan Bank 14,542,129
Projected benefit Folketrygdfondet 8,147,262
obligation (PBO) (4,718) (4,795) (658) (549 State Street Bank & Trust 7,945,554
Plan assets at fair value 9,557 8,420 - - Sicovam 3,968,522
Plan assets in excess of KLP Forsikring 3,911,993
(less than) PBO 4,839 3,625 (658) (549) Storebrand Livsforsikring AS 3,771,381
Unrecognized prior service Vital Forsikring ASA 2,801,437
cost and other (1,460) (332) 201 140 Bankers Trust Company 2,628,066
Prepaid pension
(acc_rueq pensionl liabilities) 3,379 3,293 (457) (409) 1) Representing American Depositary Shares.
Termination benefits and other - - (78) (60)
Total prepaid pf’”s'?” I 2) Client accounts and similar.
(accrued pension liabilities)
on balance sheet 3,379 3,293 (535) (469)
Assumptions at end of year: 1999 1998
Discount rate 7.5% 7.0%
Expected return on plan assets 8.5% 8.0%
Rate of salary increase 3.5% 3.0%
Rate of pension increase 0.0% 0.0%

See Note 20 to consolidated financial statements for further infor-

mation.
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Norsk Hydro ASA — Notes to the financial statements

Loans

8. REMUNERATIONS AND OTHER
outstanding?)

Number
of shares

Remuneration of the members of the corporate assembly arfihar Kloster

the board of directors was NOK 391,500 and Borger A. Lenth

NOK 1,315,000, respectively. The president's salary and otl§udmund Per Olsen

er benefits inclusive of remuneration as member of the boargenedicte Berg Schilbred
totalled 3,429,000 in 1999 and 3,165,000 in 1998. In accor-Odd Senstram

23,000
144
696
40,504
16
3,500

dance with an established policy applying to all Hydro Tom Wachtmeister
employees, the president received in 1999 an additional payer Wold 7 763
ment of one month’s salary, amounting to NOK 250,000, in ) Amounts in NOK thousands

connection with his 25-year anniversary with the company. \empers of the corporate assembly owning ordinary shares
Due_ to the Ievel_ of_net income in 1998, no bonus was paid 5n the number of shares as of 31.12.1999 are:

out in 1999, while in 1998 the bonus, based on average Number og shares
return on capital employed for 1996 and 1997, amounted to

an additional NOK 416,000. The company’s employment Egg ngr?tzeg%rd ;E)lo
contract with the president provides that, in the event that Solveig Fraynes 49

employment terminates, he has the right to salary and the Kjell Furseth 152
accrual of pension rights for a three year period. The comp

, SR . ; Hase Gudding Gresvig 3,467
ny's obligation is reduced by salary received or pension Westye Hgegh 15,712
rights accrued from other sources. Ann Hegman '84

Partners and employees of Hydro's appointed independent .. «eseth 50
auditors, Deloitte & Touche AS, own no shares in Norsk A. Sylv. Lem 132
Hydro ASA or any of its subsidiaries. Fees in 1999 to Peter Lorange 413
Deloitte & Touche AS for ordinary audit were NOK Jarle Molde 86
3,168,000 for Norsk Hydro ASA and NOK 13,745,000 for Geir Nilsen 71
subsidiaries. Fees for audit related services were NOK Svein Erik Nilsen 482
3,114,000 for Norsk Hydro ASA and NOK 1,425,700 for theg |\« sSirande 98
subsidiaries. Fees for other services were NOK 377,000 forSven Ullring 26
Norsk Hydro ASA and NOK 1,267,800 for the subsidiaries. | .. jistein 540

Deloitte Consulting AS, an affiliate company of Deloitte & Svein Aaser 1,838

Touche AS, has provided services to Hydro in the amount of
NOK 28,866,000, of which NOK 1,127,600 was allocated 10 pans to senior management as of 31.12.99 and their owner-

SNigirglr(iegydro ASA and the remaining amount for the sub- ship of shares and options (see Note 4, page 58) are:

For 1999, the estimated adjustment to the tax basis (consoli- Loans Number Options
dated RISK) of shares for shareholders in Norsk Hydro ASA outstandingl)  of shares
is a negative amount of NOK (1.40) per share. Egil Myklebust 2,736 3,689 10,000
Members of the board of directors are elected for two yearthorleif Enger 892 17,736 7,000
terms. Their rights and obligations as board members are | gjy L. Nergaard 402 2,613 7,000
solely and specifically provided for in the company's articlesgying Reiten 10 1,203 7,000
of association and Norwegian law. The company has no Sigroye Torvund 126 243 7,000
nificant contracts in which a board member has a material
interest. Loans
In 1999 average number of employees in the Group was Outstanding loan particulars:2) Interest Repayment  Amount)

38,706, compared to 38,912 for 1998. The corresponding  Egil Myklebust:

figure for the parent company was 9,094 employees in 1999 Diverse loans 6.0-6.5% 15-30 years 1.529
ersus 9,076 in 1998. Mortgage loan 6.0% - Lo
v ! Thorleif Enger:
Diverse loans 6.5% 7-15years 885
Amounts in NOK million 1999 1998 Leiv L. Nergaard:
Payroll and related costs Diverse Ioag 6.5% 15 years 395
; Tore Torvund:
Salaries 4.047 3.683 ; o
Social security costs 492 475 Diverse loans 6.5% 5-15 years 119
Social benefits 30 73 1) Amounts in NOK thousands
Net periodic pension cost (Note 6) 16 (106) 2)  Each member of senior management has, in addition, interest-free loans for shares
Total 4.585 4,125 and/or PC equipment, in accordance with the company’s terms for employees.

Total loans to the company’s employees, members of the
corporate assembly and board of directors at 31 December,
1999 are NOK 795,000,000. All loans are given in accor-
dance with general market terms.

Loans given to members of the Board and their number of
shares owned as of 31.12.1999 are :
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Norsk Hydro ASA — Notes to the financial statements

SHARES IN SUBSIDIARY COMPANIES

Percentage of Book value Equity Result
shares owned by  Total share capital of 31.12.99 31.12.99 1999
Company name: Norsk Hydro the company (000's) (in NOK 000's) (in NOK 000’s)  (in NOK 000°s)
Oil and Energy: Saga Holding AS 100 NOK 12,035 16,246,324 16,246,341 30,617
Norsk Hydro Kraft OY 100 FIM 200 269 272 0
A/S Sveelgfod 100 NOK 800 800 8,791 704
Light Metals:  Hydro Aluminium a.s 100 NOK 2,167,001 4,866,019 6,312,293 914,167
Norsk Hydro Magnesiumgesellschaft mpH 2 DEM 1,000 179 8,234 16,845
Agriculture:  Algea AS 100 NOK 1,000 16,679 21,455 2,336
Hydro Agri Hellas S.A. 100 GRD 90,000 2,277 2,455 883
Polybulk AB 100 SEK 102 2,551 2,544 2,476
Hydro Agri Argentina S.A. 100 ARS 12,512 92,561 92,487 6,345
Hydro Agri Colombia Ltda. 100 COP 4,304,128 918 (2,958) (10,693)
Hydro Agri Russland AS 100 NOK 3,200 3,200 6,419 (10,588)
Hydro Agri Uruguay S.A. 100 uyu 18 7,231 1,369 (3,737)
Hydro Agri Venezuela C.A. 60 VEB 363,000 125 4,985 44
Hydro Nordic, S.A. 70 GTQ 8,500 14,110 12,661 4,641
Hydroship a.s 100 NOK 280,000 280,000 457,643 5,638
Hydroship Services AS 100 NOK 1,039 1,039 24,832 1,482
Norensacados C.A. 100 VEB 15,000 233 4,503 1,386
Norsk Hydro Chile S.A. 100 CLP 878,668 13,071 14,751 3,424
Norsk Hydro (Far East) Ltd. 100 HKD 50 60 (41,317) (64,913)
Ceylon Oxygen Ltd. 67.3 LKR 90,000 27,905 65,445 13,226
Hydelko Management AS 93.2 NOK 139 9,565 11,743 282
Hydro Chemicals Norge AS 100 NOK 5,050 39,416 53,902 20,884
Hydro Oleochemicals AS 100 NOK 3,000 58,661 65,409 (5,298)
Hydro Megon AS 100 NOK 6,400 5,800 32,697 (17,794)
Hydro Wax AS 100 NOK 3,750 3,750 6,599 1,007
Hydrogas a.s 100 NOK 10,000 10,000 30,905 (69,020)
Petrochemicals: Norsk Hydro Plastic Pipe AS 100 NOK 10,000 156,473 141,439 131,021
Other Hydro Seafood a.s 100 NOK 225,000 225,000 325,321 (5,151)
activities: Pronova a.s 100 NOK 59,644 846,634 575,378 21,491
Corporate: Retroplast AS 100 NOK 50 3,825 50,660 380
Grenland Industriutvikling AS 100 NOK 1,750 10,950 11,366 235
Hydro Porsgrunn Eiendomsforvaltning AS 100 NOK 2,500 5,500 7,803 466
Industrial Insurance Ltd. 100 NOK 10,000 10,000 83,160 14,520
Industriforsikring a.s 100 NOK 20,000 20,000 1,654,679 523,861
AJ/S Norsk Forkonservering 100 NOK 150 150 1,239 332
Norsk Hydro Asia Pte. Ltd. 100 SGD 170,673 759,074 865,657 26,072
Norsk Hydro Comércio e Industria Ltda. 100 BRL 33,268 123,893 292,473 (5,630)
Norsk Hydro Danmark a.s 100 DKK 1,002,000 4,515,523 6,290,266 75,449
Norsk Hydro Deutschland GmbH 100 DEM 110,000 736,298 1,464,356 138,066
Norsk Hydro Electrolysers AS 100 NOK 4,000 4,300 19,113 (2,105)
Norsk Hydro Handelsselskap a.s 100 NOK 1,000 1,000 11,789 1,174
Norsk Hydro Produksjon a.s 100 NOK 200,000 18,811,324 30,838,566 1,609,445
Norsk Hydro Russland AS 100 NOK 19,000 19,000 18,704 225
Norsk Hydro Sverige AB 100 SEK 585,000 557,692 850,978 (240,294)
Norsk Hydro USA Inc. 100 usbD 30,000 209,917 1,015,570 43,749
Total 48,719,296

The foreign currency designation indicates country of domicile.

Percentage of shares owned equals percentage of voting shares owned.

A number of the above-mentioned companies also own shares in other companies as specified in their annual reports.

1

regulation § 4-4 to the law on energy (in NOK million):

2)

Operating revenues
Operating costs
Operating income (loss)
Fixed asset base
Return on capital

The following figures which relate to Norsk Hydro ASA's concession to own an energy distribution network are required by

1999 1998
2 2
3 2
1 _
5 5
-12.5 -9.9
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Independent Auditors' Report — Corporate Assembly

To the annual general meeting of Norsk Hydro ASA To the annual general meeting of Norsk Hydro ASA

INDEPENDENT AUDITORS’ REPORT FOR US GAAP
FINANCIAL STATEMENTS

INDEPENDENT AUDITORS’ REPORT FOR N GAAP
FINANCIAL STATEMENTS

We have audited the financial statements of Norsk Hydro ASA andWe have audited the consolidated balance sheets of Norsk Hydro
its subsidiaries as of 31 December, 1999, showing a profit of NOK ASA and its subsidiaries as of 31 December, 1999 and 1998, and the
2,420 million for the parent company and a profit of NOK 3,549  related consolidated income statements, statements of comprehen-
million for the group. We have also audited the information in the sive income, and of cash flows for each of the three years in the
Board of Directors’ report concerning the financial statements, the period ended 31 December, 1999. These consolidated financial
going concern assumption, and the proposal for the allocation of nettatements, which are presented in accordance with accounting prin-
income. Financial statements comprise the balance sheet, the stateiples generally accepted in the United States of America, are the
ment of income, the statement of cash flows, the accompanying responsibility of the Company’s management. Our responsibility is
notes and the group accounts. These financial statements, which at@ express an opinion on these consolidated financial statements
presented in accordance with accounting principles generally based on our audits.
accepted in Norway, are the responsibility of the Company’s Board We conducted our audits in accordance with auditing standards
of Directors and the Company’s President. Our responsibility is to generally accepted in the United States of America. Those stan-
express an opinion on these financial statements and on certain otldards require that we plan and perform the audit to obtain reason-
information according to the requirements of the Norwegian Act onable assurance about whether the consolidated financial statements
Auditing and Auditors. are free of material misstatement. An audit includes examining, on
We conducted our audit in accordance with the Norwegian Act a test basis, evidence supporting the amounts and disclosures in the
on Auditing and Auditors and auditing standards generally acceptedonsolidated financial statements. An audit also includes assessing
in Norway. Auditing standards generally accepted in Norway the accounting principles used and significant estimates made by
require that we plan and perform the audit to obtain reasonable  management, as well as evaluating the overall financial statement
assurance about whether the financial statements are free of matepaésentation. We believe that our audits provide a reasonable basis
misstatement. An audit includes examining, on a test basis, evi- for our opinion.
dence supporting the amounts and disclosures in the financial state- In our opinion, such financial statements on pages 48-50 present
ments. An audit also includes assessing the accounting principles fairly, in all material respects, the financial position of the Company
used and significant estimates made by management, as well as as of 31 December, 1999 and 1998, and the results of its operations
evaluating the overall financial statement presentation. To the exteand its cash flows for each of the three years in the period ended 31
required by law and auditing standards generally accepted in Nor- December, 1999 in conformity with accounting principles generally
way, an audit also comprises a review of the management of the accepted in the United States of America.
Company’s financial affairs and its accounting and internal control
systems. We believe that our audit provides a reasonable basis foOslo, Norway, 22 March, 2000
our opinion. DELOITTE & TOUCHE AS

In our opinion: Ingebret G. Hisdal — State Authorized Public Accountant, (Norway)
« the financial statements, as shown on pages 50-52 and page 75,
are prepared in accordance with the law and regulations and prSTATEMENT OF THE CORPORATE ASSEMBLY TO THE
sent fairly, in material respects, the financial position of the ANNUAL GENERAL MEETING OF NORSK HYDRO ASA
Company as of 31 December, 1999 and the results of its operaThe board of directors' proposal for the financial statements for the
tions and its cash flows for the period ended 31 December, financial year 1999 and the Auditors' report have been submitted to
1999, in accordance with accounting principles generally accepthe corporate assembly. The corporate assembly recommends that
ed in Norway; the directors' proposal regarding the financial statements for 1999
* the Company’s management has fulfilled its duty to maintain théor the parent company Norsk Hydro ASA and for Norsk Hydro
Company'’s accounting process in such a proper and well- ASA and its subsidiaries be approved by the annual general meet-
arranged manner that the accounting process is in accordance ing, and that the net income for 1999 of Norsk Hydro ASA be
with the law and accounting practices generally accepted in Noeppropriated as recommended by the directors.
way; and
« the information in the Board of Directors’ report, as shown Oslo, Norway, 22 March, 2000
on pages 10-13, concerning the financial statements, the goingSven Ullring
concern assumption, and the proposal for the allocation of net
income is consistent with the financial statements and compliesSCORPORATE ASSEMBLY
with the law and regulations. The following were members of Norsk Hydro's corporate assembly
at the end of 1999:

Sven Ullring, chairman
Svein Steen Thomassen,

Oslo, Norway, 22 March, 2000

DELOITTE & TOUCHE AS Rune Strande

Sigurd Stgren

Ingebret G. Hisdal — State Authorized Public Accountant, (Norway}‘lggﬁ X’:ggg:;n Igf&gfggr
Ase Bjgntegard
Solveig Frgynes Observers:

Kjell Furseth

Aase Gudding Gresvig
Westye Hgegh

Age Korsvold

Kari Kveseth

Ann Hggmann
Karl-Edvard Juul
Morten @degard

Deputy members:

Froydis Langmark

Roy Brenden

Peter Lorange Sjur Bgyum
Gisele Marchand Hans Krokan
Ingvild Myhre Sylvi Lem
Jarle Molde Siri Teigum
Geir Nilsen Kjell Aamot

Svein Erik Nilsen
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Operational Data

Exploration and Production

Proved reserves as of 31 December 1999 (SEC definition) Hydro’s share
Hydro Total 0il/NGL Gas Prod.
Field Block Operator %-interest mill. boe mill. boe bill. Sm3  start up
Oseberg 30/6, 30/9 Norsk Hydro 19.60-22.24 217 80 217 1988
Oseberg south 30/9 Norsk Hydro 32.02 84 05 2.7 2000
Gullfaks field 34/10, 33/12 Statoil 9.00 77 49 4.3 1986
Ekofisk field 2/4,2/7,2/5,1/6,7/11  Phillips Petroleum 5.81-6.65 90 73 2.6 1971
Snorre field 34/4,34/7 Norsk Hydro 6.64-17.65 177 166 1.5 1992
Brage 31/4,30/6,31/7 Norsk Hydro 23.20-24.44 12 11 0.1 1993
Troll 31/2, 31/3, 31/5, 31/6 Norsk Hydro/Statoil 9.78 688 76 99.2 1995
Sleipner field 15/6,15/9 Statoil 8.85-10.00 79 19 9.1 1993
Njord 6407/7,10 Norsk Hydro 22,50 22 22 0.0 1997
Norne 6608/10,11 Statoil 8.10 30 25 0.8 1997
Visund 34/8, 34/7 Norsk Hydro 20.30 86 46 5.7 1999
Asgard 6407/2, 6506/11,12,
6507/11 Statoil 9.60 159 70 14.1 1999
Varg 15/12 Norsk Hydro 35.00 2 2 0.0 1998
Yme 9/2 Statoil 25.00 3 3 0.0 1996
Grane 25/11 Norsk Hydro 22.40 116 116 0.0 2003
Tune 30/4,30/6,30/8 Norsk Hydro 23.57 19 4 23 2002
Kvitebjgrn 34/11 Statoil 15.00 28 7 3.2 2004
Other fields 4 3 0.2
Total Norway 1,893 837 167.5
Hibernia Grand Banks, Canada HMDC* 5.00 20 20 0.0 1997
Terra Nova Grand Banks, Canada Petro-Canada 15.00 32 32 0.0 2000
Girassol Blokk 17, Angola Elf Exploration, Angola 10.00 41 41 0.0 2001
Kharyaga Timan Pechora, Total Exploration
Russia Production Russia 40.00 9 9 0.0 1999
Alba North Sea Chevron UK Ltd.
British sector 11.75 21 21 0.0 1994
Britannia North Sea Britannia
British sector Operation Ltd. 9,01 48 9 6.0 1998
Gryphon North Sea Kerr McGee
British sector North Sea (UK) Ltd. 25.00 9 9 0.0 1993
Thistle field North Sea BP Amoco
British sector 18.28-41.67 3 3 0.0 1978
Mabruk Sirte basin, Libya Total/Fina 25.00 9 9 0.0 1995
Total international 192 153 211 6.0
Total 2,085 990 173.5
Production of oil and gas 1999 Hydro’s share
Total Oil/NGL
Hydro’s mill. mill. Gas
Field Operator Y%-interest boe of boe bill. Sm3
Oseberg field Norsk Hydro 19.60-22.24 23 23 0.0
Gullfaks field Statoil 9.00 12 11 0.1
Frigg field EIf Aquitaine 0.05-32.87 1 0 0.1
Ekofisk field Phillips Petroleum 5.81-6.65 8 7 0.2
Brage Norsk Hydro 23.2-24.44 0 6 0.1
Heimdal Norsk Hydro 9.70 1 0 0.1
Snorre field Norsk Hydro 6.04-17.65 18 17 0.1
Sleipner field Statoil 8.85-10.00 11 5 1.0
Troll Norsk Hydro/Statoil 9.78 21 7 22
Njord Norsk Hydro 2250 5 5 0.0
Norne Statoil 8.10 4 4 0.0
Visund Norsk Hydro 20.30 1 1 0.0
Varg Norsk Hydro 35.00 2 2 0.0
Yme Statoil 25.00 1 1 0.0
Asgard Statoil 9.60 2 2 0.0
Total Norway 116 91 3.9
Hibernia HMDC* 5.00 2 2 0.0
Kharyaga Total Exploration Prod. Russia 40.00 0 0 0.0
Alba Chevron UK Ltd. 11.75 2 2 0.0
Britannia Britannia Operation Ltd. 9.01 3 1 0.3
Gryphon Kerr McGee, North sea (UK) Ltd. 25.00 1 1 0.0
Thistle fields BP Amoco Exploration 18.28-41.67 0 0 0.0
Mabruk Total/Fina 25.00 0 0 0.0
Total international 8 6 0.3
Total 124 97 4.2

* HMDC: Hibernia Management Development Company. ** Total daily production in 1999 is 340.000 boe.
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Operational Data

Refining and marketing

Refining and marketing

1,000 tonnes 1999 1998 1997 1999 1998 1997
Trading Marketing (sales 1,000 m3)!)
— Crude oil/ NGL 11,927 11,453 11,341 — Gasoline 1.486 1,477 1,478
- Oil products 2,660 2,686 2,822 — Gas oil 2.218 2,280 2,302
Refining 2,384 2,222 2,411
— Gasoline 969 856 926 Market shares 1999 (%)) Sweden  Denmark Norway
— Medium distillates 880 836 902 — Gasoline 11.9 15.6 18.6
- Heavy fuel oil 476 481 514 - Gas oil 13.0 20.2 15.7
— Other 59 49 69
1) Includes 100% of Hydro Texaco.
Energy
Terrawatt hours (TWh) 1999 1998 1997
Total power available 29.7 24.0 23.6
— from own power stations 10.2 8.8 9.2
— lease production 0.2 0.2 1.2
Average spot price NOK/kWh 0.112 0.116 0.135
Agri
1,000 tonnes product 1999 1998 1997
Consumption of raw materials
Rock phosphate 1,150 1,250 1,200
Potassium 850 970 950
QOil/gas (million toe) 3.5 3.6 4.0
Production
Ammonia (NHz) 3,300 3,400 3,650
Fertilizer products 11,300 11,600 11,900
Sales including third-party products 19,100 18,500 18,800
Europe 10,900 10,700 11,200
Outside Europe 8,200 7,800 7,600
Prices for fertilizer products - average monthly quotations
DAP - FOB Gulf of Mexico USD/tonnes 178 203 200
Urea - FOB Middle East USD/tonnes 79 93 136
NHj; - C&F Western Europe USD/tonnes 119 145 186
Aluminium
Tonnes 1999 1998 1997
Production of alumina 530,000 578,000 615,000
Production of primary aluminium 746,000 736,000 663,000
— Karmgy 267,000 267,000 226,000
— Ardal 201,000 197,000 181,000
_ Sunndal 149,000 146,000 142,000
— Hoyanger 71,000 70,000 61,000
—Soral (Hydro interest 49.9%) 58,000 56,000 53,000
Total business volume (incl. trading and external sources) 1,885,000 1,777,000 1,583,000
Remelting 450,000 392,000 389,000
Semi-fabricating
—Extruded products 376,000 353,000 327,000
— Rolled products 127,000 133,000 121,000
— Wire rod and other 80,000 82,000 76,000
Price primary aluminium London Metal Exchange 3-month price USD/tonne (Avg.) 1,387 1,380 1,620
Magnesium
Production and remelting, primary magnesium (tonnes) 113,400 105,600 87,600
Petrochemicals
Production (tonnes) 1999 1998 1997
Base products
- VCM 539,000 512,000 537,000
— Caustic soda 272,000 270,000 276,000
PVC 519,000 471,000 417,000
- S-PVC 451,000 403,000 352,000
—P-PVC 68,000 68,000 65,000
PVC compounds 161,000 139,000 131,000
Prices Average prices Western Europe
— Ethylene - DEM/tonne delivered 829 845 993
— VCM - Spot export FOB USD/tonne 418 315 445
— S-PVC - DEM/kg delivered 1.22 1.21 1.35

Source: ICIS/PLATTS
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General information

ANNUAL GENERAL MEETING QUARTERLY RESULTS
The annual general meeting of Norsk Hydro ASA willbe  Hydro issues quarterly financial reports. The dates for
held at the Radisson SAS Scandinavia Hotel at Holbergsgt.publication of the quarterly results in 2000 are:
30, Oslo, Norway, on Wednesday, 26 April, 2000, at 1st quarter 17 April
4:30 pm CET. 2nd quarter 17 July
3rd quarter 16 October

Shareholders who wish to attend the annual general meetinghe result will be released at 9:30 am CET. The company
are asked to inform the following registrar by 12 am CET onreserves the right to change the dates.
Tuesday, 18 April, 2000:

Den norske Bank INFORMATION FROM THE COMPANY
Post Box 1171, Sentrum Hydro's annual report and quarterly reports are available
N-0107 Oslo, in Norwegian and English. The company also prepares in
Norway English an annual report, Form 20-F, and quarterly reports,
Form 6-K, for the Securities and Exchange Commission in
Telephone: +47 22 48 35 84 the US. These reports, together with further information on
Telefax: +47 22481171 Hydro's activities, can be obtained on request from the

Corporate Communication department at Hydro. This
Any shareholder may appoint a proxy with written authority information is also available on Internet: www.hydro.com
to attend the meeting and to vote on his or her behalf. In
accordance with the company's articles of association, noticRDDRESS
of the annual general meeting will be published in Aften-  Hydro's head office have the address:
posten and Dagsavisen, and in certain foreign newspapers.Norsk Hydro ASA, Bygday Allé 2, N-0240 Oslo, Norway

Telephone: + 4722432100
DIVIDEND PAYMENTS Telefax: + 47 22 43 27 25
The proposal of the board of directors for dividend payment&-mail: corporate@hydro.com
will be considered by the annual general meeting. Provided Telex: 78350 hydro n

the proposal is approved, dividend will be paid on Thursday,

18 May, 2000, to persons listed in the register of share- Updated and detailed addresses are available at

holders of the Norwegian Registry of Securities (VPS) on 2&vww.hydro.com

April 2000, or who are authorized by the shareholder to

receive the dividend. In case of dividend payment to foreign

shareholders, Norwegian tax will be deducted in accordanc€HANGE OF ADDRESS

with the current regulations. All shares will be quoted Shareholders registered in the Norwegian Registry of
exclusive of dividend on the Oslo Stock Exchange from andSecurities should send information on changes of address
including Thursday, 27 April, 2000, and on the New York to their registrars and not directly to the company.

Stock Exchange from and including Monday, 24 April.
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