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This is what our viability performance reporting is about.

First, we describe The Hydro Way, a set of guiding principles that
govern our activities and underpin our approach to viability. Next,
we report on our viability performance in 2008 according to a set
of areas that capture our most important viability issues while
corresponding to generally acknowledged domains of reporting.
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VIABILITY - THE HYDRO WAY

The Hydro Way has powered our company’s success from the
day we began in 1905. Today, it lives on in the way we work
and the decisions we make. It is our ‘reason for being’ beyond
just making money. It is our way of running a successful busi-
ness. In the end, it is what brings us closer — closer to the world
we operate in and closer to each other.

The Hydro Way is based on a set of principles: our mission,
talents and values, which help us set our priorities and serve as a
reference point when questions arise. Our mission describes our
higher purpose and is supported by our talents and values.

Hydro’s mission is to create a more viable society by devel-
oping natural resources and products in innovative and effi-
cient ways.

Inspired by our five core values — courage, respect, coopera-
tion, determination, foresights — our talents reflect what we do
and how we go about it:
¢ Building businesses that matter
* A passion for social commerce
e Always looking for commercial solutions
* Making the most out of what’s available

In order to ensure a uniform high standard, Hydro’s corporate
directives lay down requirements. They are compulsory for all
parts of the organization and build on The Hydro Way. The
directives address various issues including strategy and busi-
ness planning, economy and finance, risk management, organ-
izational and employee development, health, safety, security
and environment (HSE), as well as ethics and social
responsibility.

The Hydro Way forms our basis for defining what is mate-
rial to include in our viability reporting.

Since 2006 Hydro has headed the aluminium sector of the
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Dow Jones Sustainability Index (DJSI). We have been listed
on DJSI every year since the start of the index in 1999. We are
also listed on the corresponding UK index, FTSE4Good.

ENERGY AND CLIMATE CHANGE

Climate change is challenging governments, businesses, com-
munities and individuals. We have for several decades moni-
tored our impact on the environment as part of a holistic
approach to value creation. The increasing urgency of the situa-
tion has led us in 2008 to establish a thorough climate strategy
with a revised set of priorities to guide our business to address
this challenge. These priorities are an integral part of our overall
business strategy including reducing the environmental impact
of our own production activities as well as taking advantage of
business opportunities by enabling our customers do the same.
Some of the measures we pursue include:
e Using viable energy sources
* Reducing energy consumption and emissions in
production

Reducing CO, emissions through the use of our products
e Increasing recycling of aluminium
* Developing our solar energy business

Renewable energy is our preferred choice. About two-thirds of
the electricity used in our primary aluminium production is
currently from renewable sources, and we are today the second
largest hydropower producer in Norway with a regular pro-
duction of 9.4 TWh and a production of 11.4 TWh in 2008.
With the building of our Qatalum smelter, the share of renew-
able energy will decrease. Still, we intend to increase the
amount of renewable energy in our portfolio. We will build on
our long experience as a hydropower producer to find more

Courage
Respect
Cooperation

Determination

Foresight

Our values



renewable sources around the world. Where we must rely on
coal-fired power plants in new projects, we will plan for carbon
capture and storage solutions.

From 1990, total greenhouse gas emissions from our own-
ership equity have decreased from 12.5 million tonnes CO,
equivalents (CO2e) to 6.4 million tonnes CO2e in 2008. This
is a 49 percent decrease.

During the same period we have reduced specific green-
house gas emissions from primary production by 58 percent.
We will reduce this further in coming years, and our goal is a
specific direct emission of 1.71 t CO2e/t aluminium in 2012.
This is a further improvement of 20 percent from the current
level of 2.12 t CO2e/t aluminium. Our vision is to move
towards zero emissions. Although we realize that such an ulti-
mate target is not achievable, we retain the vision of zero emis-
sions as an incentive for us to constantly pursue step-change
technology development.

In 2008 we consumed an average of 14.5 kWh electric
power for the production of one kilogram aluminium. The
current technology being tested, HAL4e, is aiming at an energy
consumption of 12.9 kWh per kilogram aluminium, see page
73. Our next-generation technologies are advancing us fur-
ther, increasing output while reducing energy consumption
and recycling energy from the production process. These tech-
nologies also address the challenge of capturing greenhouse
gases from the production process.

We work closely with our customers to develop products
that save energy and reduce emissions. Lighter cars result in
fuel savings and lower emissions on the road. Aluminium
facades enable lower operating costs and the possibility of
zero-energy buildings. Lighter aluminium products and pack-
aging reduce transport costs and emissions.

Remelting and recycling

Aluminium can be recycled infinitely without any degradation
of quality. Recycling aluminium requires only roughly five per-
cent of the initial energy used to produce primary aluminium.
This makes aluminium a viable material for the future.

Hydro is one of the world’s largest remelters of aluminium,
with a network of nearly 30 facilities worldwide. We remelt
process scrap both from other companies and from our own
production, and in 2008 we remelted 1.5 million tonnes of
aluminium, including the recovery of coated and contami-
nated metal. We see our expertise in remelting as a good basis
for expansion in the coming years.

In Europe, 85 percent of the aluminium in automotive
applications and 95 percent of the aluminium in buildings is
presently recycled at end-of-life. The recycling of beverage cans
is within a range of 30 to more than 95 percent depending on
the country, with an European average of 58 percent. This
clearly demonstrates the continuing need for efficient recycling
schemes. Hydro participates in several projects together with
our customers in order to improve recycling rates.

We facilitate product design and alloy development to ena-
ble easier recycling after use. All our automotive products are
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2008 target
e Complete our new climate strategy, including setting specific
targets

2008 result

¢ Developed a thorough climate strategy with a revised set

of priorities

The electrolysis process of aluminium production required

14.5 kWh/kg aluminium

The electrolysis process of aluminium production emitted 2.12 t
CO2e/t aluminium

2009
e Continue working towards our climate ambitions

Ambition

e Energy consumption of new HAl4e technology at 12.9 kWh/kg
aluminium

Aluminium production emits 1.71 t CO2e/t aluminium in 2012

¢ Reduce specific climate gas emissions from rolling processes by
20 percent from 2007 to 2013

Substantial long-term reduction in energy consumption per kg
aluminium produced

Hydro provides solutions

A company | would like to single out here is Hydro. The fact that
the company is leading the field in terms of modern, climate
friendly technology and production is especially important because
Hydro is a global company. Their efforts therefore have a very
wide-reaching and positive impact.

Stein Lier-Hansen,
Managing director, Federation of Norwegian Industries

Read full interview at www.hydro.com/reporting2008

Direct greenhouse gas emissions
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Direct greenhouse gas emissions from Hydro’s consolidated activities.

systematically labelled in order to simplify the future recycling
of materials.

In 2008, Hydro invested more than 25 million euro in new
aluminium recycling furnaces in Hamburg and Neuss, Ger-
many. Together, these furnaces will have a recycling capacity of
100,000 tonnes aluminium per year.
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Direct and indirect greenhouse gas emissions

Million tonnes CO2e

2004

2005 2006 2007 2008

1 Direct emissions Indirect emissions

Greenhouse gas emissions based on Hydro’s ownership equity as per December
31, 2008. Indirect emissions are based on electricity consumption and IEA “CO,
Emissions from Fuel Consumption” 2005 factors.

Development in solar energy

Solar energy is one of several alternatives to reduce the world’s
reliance on fossil fuels. Our experience in metals, industrial
development and large-scale project management provides a
strong platform for our solar business, which today spans
much of the solar value chain. Our solar ventures extend from
raw materials and solar cell technologies to components and
complete systems for solar installations.

Hydro has currently ownership interests in three solar com-
panies — NorSun, Hycore and Ascent Solar. NorSun aims to be
a world leader in high-efficiency solar cells, with production
plants in Finland and Norway. Hycore is working on a new
process for producing solar-grade silicon for use in solar cells.
A pilot plant is under construction in Porsgrunn, Norway.

Ascent solar is developing state-of-the-art, thin-film photo-
voltaic materials that can be applied to irregular and mobile
surfaces. An exciting development in solar energy components
is emerging from the cooperation between Ascent Solar and
our building systems business, where the development of alu-
minium building components with integrated solar energy
capacity is already well underway.

Hydro is also an investor in the Norwegian venture fund
Convexa, concentrating on active investments in new solar
energy technologies.

RESOURCE MANAGEMENT

In addition to climate change and energy consumption, our
main environmental challenges are related to waste, emissions
and biodiversity. Our ambition is to minimize our environmen-
tal footprint through the life-cycle of our products.

In order to meet our environmental challenges in an effi-
cient way, our environmental performance indicators were
revised in 2008. The indicators differ between the various parts

of the production system due to the inherent differences
between, for example, large smelters and small extrusion
plants. Common for all indicators are resource efficiency and
the reduction of waste and emissions. The indicators help the
organization to measure status and improvements, as well as to
focus on the most important issues. In our primary produc-
tion, environmental aspects covered by the KPIs are typically
connected to energy and water consumption, waste and waste
treatment, anode consumption and emissions. Our primary
metal business has set a target for an eight-percent reduction in
environmental footprint from 2008 to 2009, using the envi-
ronmental performance indicators as a basis.

Minimizing waste

Hydro’s goal is to minimize the amount of waste produced and
then reuse or recycle it. Waste minimization is beneficial to us
both from an environmental and economic perspective. Our
plants continue their efforts to reduce waste and find sustain-
able solutions in line with national regulations. In areas of
common interest where synergies can be attained, best prac-
tices are established across organization lines. We will develop
our waste strategy further in 2009.

Spent potlining (SPL) from the electrolytic cells used in pri-
mary aluminium production is defined as hazardous waste and
is of major concern. In 2008, Hydro produced 40 445 tonnes
of SPL, a 22-percent increase from 2007. The increased
amount of spent potlining in 2007 and 2008 is a result of the
Slovalco smelter in Slovakia was inlcuded in our figures and
increased relinings at Sunndal and Karmey in Norway. The
SPL amount is the equivalent of 14 percent of our total waste
production and 27 percent of our hazardous waste produc-
tion. We are working on extending the life of potlining in
order to reduce the total amount of SPL. We have established
good long-term solutions to deal with SPL. In 2008, the Nor-
wegian smelters and NOAH, the company which takes care of
our SPL waste in Norway, have performed several tests regard-

Spent potlining
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The increased amount of spent potlining in 2007 and 2008 is a result of the Slovalco
smelter in Slovakia was inlcuded in our figures and increased relinings at Sunndal,
Norway as the first cells in the new line were due for relining and increased relining at

Karmeay, Norway.



ing the recycling of SPL. This co-operation continues in 2009.
Our joint venture Qatalum is aiming at “no-SPL-to-landfill”
through a joint effort between some of the Gulf smelters with
a view to using the SPL in the cement industry.

Hydro has formalized a cooperation for 2009 with an exter-
nal partner to find applications for production waste from the
Norwegian smelters. This cooperation aims at upgrading the
streams to products that can be applied as raw materials in
other industries.

In Uphusen, Germany, our extrusion plant produced alu-
minium hydroxide sludge as waste. As a result of process
changes, the aluminium hydroxide is now separated and sold
as a by-product. This has reduced the amount of waste consid-
erably and even resulted in a solution that is profitable.

Biodiversity and water

Hydro holds minority shares in bauxite mining and alumina
production. These activities take place in areas with a high
level of biodiversity. Through our ownership, we participate in
projects that aim to preserve biodiversity. At MRN in Brazil,
forests are replanted using local seeds after the bauxite has been
extracted. The same is done at Alunorte on the red mud depos-
its. At Alpart at Jamaica, the red mud deposits represent a chal-
lenge. Together with the operating company and the other
owner, we are working on finding solutions that are technically
and economically feasible.

Biodiversity might also be a challenge in new development
projects and is therefore an important part of the environmen-
tal prescreening carried out in the early phase of such projects.
We have also in 2008 rejected projects due to the inherent
biodiversity challenges.

We are constantly evaluating the impact of our activities on
the biodiversity of surroundings areas. This has resulted in our
monitoring the impact on aquatic life in rivers near to our
hydropower plants. At Rjukan, Norway, a rehabilitation
project comprises re-establishment of the river Mana in 2008
and improvement of fish habitats in 2010-2011.

The freshwater situation might also be a challenge in our
operations and projects. However, local initiatives have shown
that with simple measures and an increased focus, substantial
water savings are achievable. For example at our extrusion
plant in Ornago, Italy, an information campaign resulted in
water savings of 30 percent from 2007 to 2008. We have
increased our focus on water and will during 2009 perform a
systematic mapping of our water situation in order to identify
areas for improvement.

Emissions

Hydro has achieved significant emission reductions over the years.
The major achievements are related to greenhouse gases as well as
dust and particle emissions. The closure of our former Sederberg
lines has positively affected plant emissions of PAH, greenhouse
gases, dust, particles and fluoride. In the last five years, our emis-
sions of fluoride, and PAH per tonne primary aluminium pro-
duced, have been reduced by 26 and 51 percent, respectively.
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2009

¢ Reduce the environmental footprint in our Metal business with
eight percent from 2008

e Systematic mapping of our water situation in order to identify
areas for improvement

Ambition
Minimize our environmental footprint through the life-cycle of our
products.

REACH

Since the EU regulation on chemicals, REACH, entered into
force on June 1, 2007, we have been working actively to ensure
we are in line with this legislation. A project group has been
established at corporate level, and implementation is under
way in each business sector. We have pre-registered the sub-
stances we manufacture and import, so that we benefit from
the transitional periods offered by REACH. Together with our
suppliers and customers we are working to ensure the continu-
ity of supply of our products into the future.

INTEGRITY AND HUMAN RIGHTS

We have zero tolerance of corruption and human rights viola-
tions. If non-conformities are registered, our policy is to dem-
onstrate openness and learn from negative experiences.

The annual business planning process and inclusion of key
performance indicator actions are used to implement the
integrity program as well as other corporate responsibility top-
ics, see Note 11. Requirements have been drawn up regarding
how corporate responsibility should be taken into account in
business development, investments and during the execution
of projects.

Employees may report any breaches — or perceived breaches
— of Hydro’s requirements through the whistleblower channel.
A number of cases were reported in 2008, and all cases were
investigated and some resulted in disciplinary actions and dis-
missals. Twice every year Hydro’s internal auditor informs the
corporate management board about the utilization of the
channel. As required, the anonymity of each case is preserved.
There is still a need to further improve the accessibility to the
whistleblower channel. In 2009 we will evaluate how we can
improve this. As from 2009, Hydro’s internal audit unit reports
directly to the company’s Board to secure the adequate level of
independency that may be needed to fulfil this role.

Countering corruption

Hydro has had global ethical requirements since 1995. In
2003 our current Code of Conduct was approved by the Board
of Directors. Based on this, the Hydro Integrity Program was
launched in 2005 to prevent corruption and human rights vio-
lations connected to our activities. The program includes risk
mapping, tools and training. To date, 2 600 employees have
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PROGRESS REPORT UN GLOBAL COMPACT

We support the principles of the UN Global Compact. Human rights, international labor standards, working against corrup-
tion, and environmental considerations are fundamental to our approach to corporate responsibility.

The Global Compact was formed at the initiative of the former UN Secretary General, Kofi Annan, in 1999, because the UN
wants business and industry to be more closely associated with the UN’s work. Companies that sign the Global Compact
undertake to support 10 principles regaeding human rights, labor standards, the environment, and countering corruption,
and to communicate annually on progress.

Hydro has played an active role in the Global Compact since its formation. Our commitment has been expressed by the

President and CEO in his letter to shareholders on page 4 in this report. The table below provides a summary of our progress
in relation to the Compact’s 10 principles. A more complete report can be found at www.hydro.com/globalcompact

Page

Human rights
Principle 1 Support and respect the protection of internationally proclaimed 65-70

human rights
Principle 2 Make sure not to be complicit in human rights abuses 65-70
Labor standards
Principle 3 Uphold the freedom of association and the effective recognition of the right 66-69

to collective bargaining
Principle 4 Elimination of all forms of forced and compulsory labor 66
Principle 5 Effective abolition of child labor 66
Principle 6 Eliminate discrimination in respect of employment and occupation 65-72
Environment
Principle 7 Support a precautionary approach to environmental challenges 62-65, 68
Principle 8 Undertake initiatives to promote greater environmental responsibility 62-65, 68, 73-74
Principle 9 Encourage the development and diffusion of environmentally friendly technologies 62-65, 73-74
Anti-corruption
Principle 10 Work against all forms of corruption, including extortion and bribery 65-66, 70






