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Amounts in NOK million unless other unit indicated 2010 2009

Revenue 75 754 67 409

Underlying EBIT :

  Primary Metal 198 (2 556)

  Metal Markets 321 (83)

  Rolled Products 864 26

  Extruded Products 444 (67)

  Energy 1 416 1 240

  Other and eliminations (893) (1 114)

Total 3 351 (2 555)

Income (loss) from continuing operations 2 118 416

Underlying return on average capital employed 
(RoaCE), percent 4.0% (6.4%)

Investments 6 231 5 947

Total assets 88 788 77 599

Share price year-end, NOK 42.61 48.71

Dividend per share, NOK 0.75 0.50

Number of employees, year-end 18 894 19 249

Total recordable injuries, per million hours worked 3.7 2.9

Greenhouse gas emissions, million tonnes CO2e 2.8 2.9

SIGNIFICANT 
IMPROVEMENTS 
IN UNDERLYING 
RESULTS

2010 marks a significant 
improvement in underlying 
operating results for Hydro. 
Underlying EBIT increased 
significantly, driven by a 
market recovery which lifted 
prices and strengthened 
demand combined with 
reduced costs and manning 
throughout our operations. 
Having weathered the financial 
storm, Hydro has emerged 
stronger, with leaner 
operations, and is ready to 
embark on a new era as a 
resource-rich and fully 
integrated aluminium 
company.

HIGHLIGHTSKEY FIGURES

TRANSFORMING 
TRANSACTION

On February 28, 2011 Hydro 
completed the acquisition of a 
majority of Vale’s aluminium 
business in Brazil. Combining 
Vale Aluminium with Hydro has 
resulted in a stronger company, 
fully integrated into bauxite, 
with a long alumina balance 
and a preferred position in a 
more consolidated market. The 
Vale acquisition will significantly 
reshape Hydro in 2011 and  
the years to come. We have 
acquired premier assets, 
including substantial ownership 
interests in one of the largest 
bauxite mines in the world, the 
largest alumina refinery in the 
world and substantial 
expansion opportunities in this 
critical part of the value chain.
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Underlying EBIT
Hydro’s underlying results increased 
significantly in 2010, driven by 
reduced costs and manning 
throughout our operations combined 
with a market recovery which lifted 
prices and strengthened demand. 
Overall sales volumes increased by 
17 percent, compared with a decline 
of 18 percent in the previous year. 

Number of employees
The number of employees was 
reduced through divestments in 
Spain, closure of a plant in the U.S., 
and cost improvements in our primary 
metal business. At the same time, 
new employees joined Hydro through 
acquisitions in Spain and Taiwan. 
After completion of the Vale 
aluminium transaction in February 
2011, the number of employees was 
about 23,000.

Investments
During 2010, Hydro continued a  
strong focus on liquidity and 
sustaining capital expenditures. 
Except for Qatalum, investments  
were mainly related to maintenance 
activities to safeguard our production 
assets.

Greenhouse gas emissions
We have reduced our greenhouse  
gas emissions by 54 percent since 
1990. We have also reduced specific 
greenhouse gas emissions from our 
primary production by more than 60 
percent since 1990. Total emissions 
increased in 2010 following Qatalum 
coming into production.  
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In addition to this seperate document Hydro has included its Board  
of Directors’ report as an integral part of its “Annual Report – 2010”.

The Board of Directors report, together with the Financial Statements 
and accompanying notes, fulfills our Norwegian statutory requirements 

for annual reporting. The remainder of the Annual Report includes 
additional information about Hydro’s business, viability performance, 

financial and operating performance, risk, shareholder information and 
corporate governance.

The “Annual report – 2010” is available in PDF format on our website 
www.hydro.com/reporting2010 in English. The “Board of Directors’ 

report and Financial Statements – 2010” is also available in PDF format 
as a separate document in both English and Norwegian. All parts of 
the reports can be downloaded and printed in PDF format, together 

with more information. Paper copies of the reports can also be ordered 
on our website.
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After a decade of restructuring, demergers and the sale of busi-
nesses in the former industrial conglomerate, Hydro has 
expanded with determination to become a fully integrated alu-
minium company.

Transforming transaction
The Vale deal transforms Hydro as a company. One of the 
world’s largest bauxite mines and the largest alumina refinery 
in the world now supplement the part of the value chain in 
which we have had been engaged on a much lesser scale. We 
are proud and happy to welcome to our company close to 
4,000 skillful Brazilian colleagues. Brazil, Germany and Nor-
way are now our three largest countries in terms of employees. 
Furthermore, with the acquisition, Hydro is now long in raw 
materials for several decades to come, securing new and excit-
ing strategic opportunities.
	 Not least, Vale has now become Hydro’s second-largest 
shareholder. The deal is more than a transaction. It is a part-
nership in which Hydro and Vale are creating a common 
future in aluminium.

Responsible challenger
Agenda 2010 – our two-year program to meet the challenges 
of the financial crisis – has been successfully implemented. It 
has now been replaced by a new ambition: To lift Hydro to the 
highest level of the world’s aluminium industry. We want to 
challenge our competitors, customers, suppliers and decision-
makers – and first and foremost, we will challenge ourselves – 
to be ambitious and innovative in our mission to create more 
viable societies with aluminium.
	 We will challenge established truths. We will seek to set new 
standards in our business development, in our interaction with 
customers, through our research and development and in how 
we manage our social responsibility. We will be responsible, 
reliable and innovative.
	 We will use our creative and systematic genes to make the 
impossible possible. At the same time, we will fight compla-
cency. We have demonstrated our ability to act swiftly and 
forcefully to improve when necessary. We will continue this, 

not because we are forced to do it, but because we want to 
stretch a little further every single day.

Raise to a new and higher level
A main priority is to improve competitiveness at our primary 
aluminium plants which have a high cost level. The implemen-
tation of our ambitious program to reduce cash cost by $300 
per metric ton is ahead of plan. Completing the Qatalum 
ramp-up and stabilizing operations in the first quartile are key 
milestones going forward.
	 Within our Rolled Products and Extruded Products busi-
ness areas, we are focusing on margin improvements and high-
grading our product portfolio. Areas like building systems and 
litho are already excellent examples. Rolled Products has 
emerged from delivering chronic weak results to becoming a 
solid contributor to cash flow. Aiming for 10 percent return on 
capital is no longer a far-off vision.
	 During the crisis we shielded our R&D investments. Now 
we can begin to harvest from this priority. We want innovation 
to distinguish all parts of our businesses – in products,  
processes, marketing, and partnering with our customers. Our 
future relies to a high degree on our ability to give our metal 
the properties that our competitors are not able to match.
	 We intend to make aluminium the preferred material in 
cars, building façades, in solutions for thermal and photo-
voltaic solar energy and in heat exchangers. The excellent 
properties of aluminium, together with booming prices on 
competing metals like copper, give aluminium the advantage 
in more and more areas.

Part of the solution
It is not a contradiction in Hydro to create profitability and to 
promote viability. These are two equally important and fully 
compatible objectives. In a world that increasingly under-
stands the need to act in order to combat climate change, one 
can only succeed by adapting processes and products to meet 
this challenge.
	 Aluminium and aluminium solutions can contribute to 
more energy-efficient buildings, lighter vehicles using less fos-

Last year was a turning point for Hydro. Partly because we emerged 
from the crisis as a stronger company. Partly because the completion of 
Qatalum gives Hydro an important presence in the best quartile of the 
world’s primary aluminium production. But first and foremost because 
the acquisition of Vale’s aluminium operations in Brazil initiates a new 
era in our history. 

The turning point that initiates a new era
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sil fuel and making fewer emissions, lighter packaging that also 
makes foods and drinks last longer, and materials for the 
renewable energy industry. Contributing to reducing the vast 
global waste of energy and lowering CO2 emissions is an 
important corporate responsibility, but to Hydro it is also a 
formidable business opportunity.
	 In 2009, we set a target to reduce emissions in our produc-
tion of primary aluminium from 1.85 metric tons of CO2 
equivalents per metric ton of aluminium to 1.52 in 2013. Our 
test cells in Årdal, Norway, surpassed the target already in 2010. 
We are also progressing in the rest of our production, but we 
recognize that it will be harder to reach the goal the closer we 
get. Our ambition to develop the next generation of electrolysis 
technology, with significantly reduced energy consumption, will 
be important to Hydro’s cost level and to the global climate.
	 In the same spirit, we are aiming to multiply Hydro’s produc-
tion of recycled and remelted aluminium. It certainly is a para-
dox that a Europe short of energy is exporting so much 
aluminium “scrap,” which is in fact energy in solid form. By tak-
ing a lead in reshaping the European aluminium recycling busi-
ness, we foresee a significant business opportunity for Hydro 
that can also help Europe save a valuable energy resource.

Challenge responsibly
I am convinced that there is a link between the ability to avoid 
accidents and the ability to deliver impressive operational and 
financial results. Being good at the one thing should provide 
the foundation for being good at the other, too. So I won’t 
hesitate to state that safety should have first priority in Hydro.
	 After a considerable reduction in recordable injuries in 
2009, far more than the 20 percent target, we experienced a 
setback in 2010. This is not acceptable. Even though plants 

operated by Hydro did not have any fatal accidents in 2010, 
two occurred in part-owned companies. And in January this 
year, an electrician died in France at a Hydro plant under con-
struction. We will work hard to reduce the number of acci-
dents by 28 percent in 2011, and by a further 20 percent every 
year going forward.
	 We view social responsibility, too, as an investment rather 
than a cost. Hydro is affiliated with the UN initiative Global 
Compact, we take part in the World Business Council for Sus-
tainable Development, and we are evaluated by institutions 
like the Dow Jones Sustainability Indexes and FTSE4Good.
	 Being good at doing our homework in advance, being open 
to dialog and practicing zero tolerance against corruption, are 
not hindrances to developing the business, but ways to reduce 
financial, legal and reputational risk. Acting responsibly saves 
time and money and promotes our reputation, and should be 
regarded an investment in new business opportunities and 
long-term partnerships.
	 Being responsible is even more important as we now man-
age the extraction of bauxite in areas with vulnerable societies 
and ecosystems. We shall manage our responsibility according 
to the highest standards.
	 It will require vast investments to manage and utilize the 
resources and opportunities we have acquired in Brazil. Suc-
cess is not secured merely by closing the deal. It is now that the 
thorough, long-term and ambitious work begins, to realize the 
full potential in the Vale investment.
	 The last couple of years have shown me the outstanding 
potential within Hydro’s people and organization when we 
have to perform in order to thrive. In 2011, I am excited about 
what can be achieved when mobilizing the same spirit in a 
more normal and promising economic climate.

“We are proud and happy  
to welcome to our company 

close to 4,000 skillful Brazilian 
colleagues.”

Svein Richard Brandtzæg
President & CEO
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OUR BUSINESS

Hydro is a resource rich, fully integrated aluminium company 
with operations in all major activities along the aluminium 
industry’s value chain. The acquisition of Vale’s aluminium 
assets has transformed our alumina position, fully integrated 
into bauxite, and provided substantial expansion opportunities.

We have modern, cost-efficient primary metal production 
facilities in Europe, Canada, Australia and Qatar. We are a 
leading worldwide supplier of value-added casthouse prod-
ucts, such as extrusion ingots, sheet ingots and foundry alloys. 
In 2010, we delivered 2.8 million metric tons of products to 
internal and external customers mainly from casthouses inte-
grated with our primary smelters and from an extensive net-
work of specialized remelt facilities close to customers in 
Europe and the U.S.

We are an industry leader as a supplier to a range of down-
stream markets, in particular the building, packaging, litho-
graphic, automotive and transport sectors. We deliver 
high-quality, energy-saving aluminium products and solu-
tions, and have strong positions in markets that provide 
opportunities for good financial returns.

With more than 100 years of experience in hydropower, 
Hydro is the second-largest power producer in Norway, and 
the largest privately owned producer. We have substantial, self-
generated power capacity to support our production of pri-
mary metal and are engaged in a number of initiatives to 
secure competitive power supplies for our aluminium opera-
tions and to grow our aluminium business.

Project management competence has been and continues 
to be crucial to our business. We have a single organization 
responsible for the execution of all projects, with dedicated 
teams, defined work processes and supporting systems and 
procedures.

THE HYDRO WAY

The Hydro Way is our approach to business, an approach that 
has existed within our company from the beginning and that 
has underpinned our success over the years.

The Hydro Way defines our identity – our distinct set of 
characteristics – and constitutes a unique way of doing things 
that differentiates us from other companies. It also describes 
how we run our business in terms of:

•	 Our mission 
•	 Our values 
•	 Our talents 
•	 Operating model 
•	 Strategic direction 

EMPLOYEES

Hydro’s organization is made up of about 23,000 employees in 
40 countries. These employees represent great diversity, both 
in terms of education, experience, gender, age and cultural 
background. We see this diversity as a significant resource, not 
least to encourage innovation. To be able to pull together as a 
team we depend on an efficient organization with common 
values and goals. Good leadership, proper organizational 
structure and the right tools are all essential if we are to achieve 
this. This includes attracting – and retaining – the right 
employees. See page 14 of this report for more information 
about our organization.
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Key developments
2010 marks a significant improvement in underlying operat-
ing results for Hydro. Having weathered the financial storm, 
the company has emerged stronger, with leaner operations, 
and is ready to embark on a new era as a resource-rich and fully 
integrated aluminium company.

Transforming transaction
Following a decade of restructuring and consolidation, last 
year marked another turning point in Hydro’s industrial devel-
opment. On February 28, we concluded an agreement to take 
over the majority of Vale’s aluminium business in Brazil. Com-
bining Vale Aluminium with Hydro has resulted in a stronger 
company, fully integrated into bauxite, with a long alumina 
position and a preferred standing in a more consolidated mar-
ket. We have acquired premier assets, including substantial 
ownership interests in one of the largest bauxite mines in the 
world, the largest alumina refinery in the world and significant 
expansion opportunities in this critical part of the value chain. 
We have also acquired a majority interest in one of the largest 
aluminium smelters in South America. The acquisition is 
expected to lower the operating break-even point for Hydro 
and improve our overall cash-cost position.
	 To partly finance the transaction, support the company’s 
investment-grade credit rating and improve our capacity to 
implement future projects, Hydro completed a rights offering 
strengthening its equity by NOK 10 billion in July 2010. The 
transaction and the rights issue are expected to enhance our 
growth potential through new expansion projects and a 
stronger balance sheet.
	 The Vale aluminium acquisition represents a transforming 
transaction that will significantly reshape Hydro in 2011 and 
the years to come. We see exciting opportunities and potential 
in the new business portfolio. Hydro’s long-standing strategic 
partnership with Vale, the world’s second-largest metals and 
mining company, will be extended through Vale’s 22 percent 
equity holding in Hydro.

Underlying operating results
Hydro’s underlying results increased significantly in 2010, 
driven by a market recovery which lifted prices and strength-
ened demand combined with reduced costs and manning 
throughout our operations. Underlying EBIT increased to 
NOK 3,351 million, compared with an underlying loss 
amounting to NOK 2,555 million in 2009. Overall sales vol-
umes increased by 17 percent, compared with a decline of 18 
percent in the previous year, partly reflecting customer restock-
ing activities. Although the overall market surplus narrowed, 
market inventories remained at high levels.
	 Underlying results improved for our upstream business, 
mainly due to higher realized aluminium prices and an 
improved performance from our existing alumina and raw 
materials business. Qatalum incurred substantial losses in 

2010 due to the ongoing ramp-up of the plant and delays 
caused by a power outage that stopped production requiring a 
restart of the cells that were in production. Insurance proceeds 
are expected to cover a majority of the loss relating to the out-
age. Ramp-up continued but is being hampered by delayed 
commissioning of the power plant’s steam turbines.
	 Our metal markets and downstream business delivered sub-
stantially higher underlying results as sales approached pre-
crisis levels. Continued focus on cost-reduction measures and 
firm operating margins leveraged the positive effects of the 
market developments. Our rolled products business achieved 
record results for the year with underlying EBIT in excess of 
NOK 900 per metric ton, substantially higher than all of the 
previous four years.
	 Our energy business contributed to the improved underly-
ing EBIT with solid operating results.

Priorities for 2011
Hydro will take the further steps necessary to secure and 
expand on the improvements achieved in the past year and 
position the company to take full advantage of the new busi-
ness opportunities inherent in the Vale transaction including:
•	 Improving Hydro’s safety performance 
•	 Ensuring the Vale integration process and improving 

performance 
•	 Finalizing the ramp-up and stabilizing operations at 

Qatalum 
•	 Executing the extended smelter cost-reduction program  

of USD 300 per mt by end of 2013 
•	 Capturing opportunities midstream and downstream 
•	 Increasing the value of our energy assets and competence 
•	 Developing our alumina business through expansion 

projects in Brazil 
•	 Maintaining the viability of our Norwegian and  

global smelter portfolio 
•	 Maintaining firm capital discipline 

Our TRI rate (total recordable injuries per million hours 
worked) increased by 27 percent to 3.7 in 2010. As a result, we 
did not reach our targeted reduction of 20 percent. We had no 
fatal accidents in our consolidated operations in 2010, but suf-
fered two fatal accidents in our partly owned activities. In Janu-
ary 2011, we experienced a fatal accident during installation 
work at a plant under construction in France. We have targeted 
a TRI rate of 2.7 for 2011. Safety performance is considered a 
key operating objective and is a factor in determining compen-
sation for our management, including the President & CEO.
	 We have for several decades monitored our impact on the 
environment as part of a holistic approach to value creation. 
Our climate strategy includes a set of priorities to reduce the 
environmental impact of our production activities as well as to 
take advantage of business opportunities by enabling our cus-
tomers to do the same. Since 1990, we have reduced specific 
greenhouse gas emissions from our primary production by 
more than 60 percent. Our goal is a specific direct emission of 
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1.52 mt CO2e/mt aluminium in 2013. In 2010, we achieved 
more than our intermediate target.
	 Successful integration of the Vale acquisition will be Hydro’s 
top priority in 2011, building a foundation for secure and 
profitable operations and a basis for extracting value through 
improving efficiency and operational excellence. A main focus 
in the coming years will be related to capacity utilization and 
efficiency of operations, including the level of integration 
between the bauxite mine and alumina refinery. Safe, sustain-
able practices will be at the core of our activities, promoting 
responsible and cost-effective operations. As we integrate the 
new operations, we will also emphasize social responsibility, 
including working conditions, combating corruption and 
engaging with stakeholders as we do in our existing operations. 
Hydro will implement appropriate HSE and CSR strategies 
reflecting our new, major presence in Brazil based on our core 
values reflected in The Hydro Way.
	 We have a solid track record of repositioning our smelter 
system, including closures of higher-cost and less-competitive 
operations and our investment in Qatalum, which is expected 
to be among the most efficient smelters in the world. The tem-
porary setback due to the power outage at Qatalum was a dis-
appointment in 2010. However, the rapid and effective 
response by the local organization, in collaboration with 
Hydro and Qatar Petroleum, succeeded in minimizing losses 
and securing the ongoing ramp-up of the plant. Finalizing 
Qatalum will be a key priority in 2011, followed by a continu-
ing focus on efficient operations and cost control. It will also 
be at the top of our agenda to follow through with the tougher 
targets for sustainable cost reductions within our fully owned 
smelters. By the end of 2010, we achieved a reduction of 
roughly USD 50 per mt. We aim to achieve around 60 percent 
of the total targeted savings in 2011.
	 We plan to utilize the flexibility in our midstream and 
downstream businesses to capture opportunities following the 
market recovery, and to secure the profitability of these opera-
tions through effective management of operating margins and 
continued focus on costs. The successful execution of our mar-
keting plan for the full production volumes of Qatalum will be 
an important priority in 2011. We intend to increase our alu-
minium recycling activities in line with our position as the 
leading supplier of casthouse and semi-fabricated products. 
We will continue to evaluate selected growth opportunities 
within our high-performance downstream sectors. Our build-
ing systems activities have gained market share despite the sig-
nificant slowdown in southern Europe and we are at the 
forefront in the development of energy-efficient buildings. We 
will continue to expand these operations.
	 Maintaining and increasing the value of our energy assets is 
an important priority for Hydro. Our main focus in 2011 will 
be the successful execution of several significant upgrades and 
expansions in our project portfolio including Rjukan, Holsbru, 
Herva and Vasstøl.
	 Hydro is committed to maintaining the viability of its global 
smelter system, which is heavily dependent on securing  

adequate supplies of competitively priced energy. We have a his-
tory of substantial investment during the last decade including 
expansions, upgrading and research and development. This 
includes roughly NOK 18 billion in our aluminium and energy 
business in Norway (excluding petroleum activities). Identifying 
opportunities for long-term, competitive energy sourcing to 
protect and develop our portfolio, taking into consideration 
license reversion in Norway and emission legislation in general 
is an important priority for Hydro.
	 We aim to provide our shareholders competitive returns 
compared to alternative investments in peer companies, and 
are maintaining our dividend policy of paying 30 percent of 
net income in ordinary dividends over the business cycle. We 
will continue to focus on securing our financial position 
through exercising firm capital discipline to secure an optimal 
level of operating capital, and to maintain a sustainable level of 
capital expenditures safeguarding our operating portfolio. Suf-
ficient cash generation and preserving our investment grade 
credit rating will be key priorities.

Investor information 
Hydro’s share price closed at NOK 42.61 at the end of 2010. 
The return for 2010 was negative by NOK 6.10 per share, or 
12.5 percent.

Due to the strong commitment of returning cash to sharehold-
ers, improved earnings and market outlook as well as Hydro’s 
strong financial position and cash generating capabilities, the 
board of directors has proposed a dividend of NOK 0.75 per 
share for approval by the Annual General Meeting on May 5, 
2011.

Financial and underlying operating results
Financial results for 2010
EBIT for Hydro amounted to NOK 3,184 million, compared 
with a loss of NOK 1,407 million 2009. EBIT included nega-
tive effects of NOK 166 million from unrealized gains and 
losses relating to LME, power, currency and raw material 
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derivative contracts and metal effects in our Rolled Products 
business in 2010. Corresponding effects were positive in 2009 
amounting to NOK 2,585 million. The magnitude of these 
recurring effects depends on changes in market values, which 
have been significant.
	 Other significant items impacting EBIT include gains and 
losses and other cost and charges that are typically non-recurring 
for individual plants or operations. These included rationaliza-
tion and impairment charges amounting to NOK 317 million 
and NOK 956 million for 2010 and 2009, respectively, together 

with divestment gains of NOK 74 million in 2010 and divest-
ment losses of NOK 684 million in 2009. These also included 
other items amounting to a net positive effect of NOK 242 mil-
lion in 2010 and NOK 204 million in 2009.
	 Net financial income for the year amounted to NOK 522 
million compared with NOK 2,774 million in 2009. These 
amounts included net foreign currency gains of NOK 513 
million and NOK 2,774 million for 2010 and 2009, respec-
tively. The currency gains related primarily to intercompany 
balances denominated in Euro. The gains have no cash effect 

Key financial information
NOK million, except per share data

Year
2010

Year
2009

Revenue 75 754 67 409

Earnings before financial items and tax (EBIT) 3 184 (1 407)
Items excluded from underlying EBIT 167 (1 148)
Underlying EBIT 3 351 (2 555)

Underlying EBIT :
Primary Metal 1 198 (2 556)
Metal Markets 321 (83)
Rolled Products 864 26
Extruded Products 444 (67)
Energy 1 416 1 240
Other and eliminations (893) (1 114)
Underlying EBIT 3 351 (2 555)

Net income (loss) 2 118 416

Underlying net income (loss) 1 852 (3 066)

Earnings per share 1) 1.33 0.24

Underlying earnings per share 1) 1.14 (2.50)

Financial data:
Investments 6 231 5 947
Adjusted net interest-bearing debt 2) (6 427) (15 645)

Key Operational information 3)

Primary aluminium production (kmt) 1 415 1 396
Realized aluminium price LME (USD/mt) 4) 2 113                 1 698                 
Realized aluminium price LME (NOK/mt) 4) 12 674               10 764               
Realized NOK/USD exchange rate 6.00 6.34
Metal Markets sales volumes to external market (kmt) 5) 1 717                 1 468
Rolled Products sales volumes to external market (kmt) 945 794
Extruded Products sales volumes to external market (kmt) 6) 529 463
Power production (GWh) 8 144 7 897

1)	 “Earnings per share” and “Underlying earnings per share” are computed using Net income and Underlying net income attributable to Hydro shareholders, and 
using the weighted average number of ordinary shares outstanding adjusted for the discount element in the rights issue completed in July 2010. There were no 
significant diluting elements.

2)	 Calculation is based on amounts as of the end of the periods presented. See note 35 Capital Management for a discussion on net interest-bearing debt.
3)	 Operating statistics includes proportionate share of production and prices in equity-accounted investments.
4)	 Including the effect of strategic LME hedges (hedge accounting applied).
5)	 Excluding ingot trading volumes.
6)	 Excluding volumes for Automotive Structures divested in 2009: 35 kmt. Volumes have also been adjusted to include extrusion shipments made to Automotive 

Structures that were eliminated earlier as internal transactions in order to make prior periods comparable following the divestment.
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and are offset in equity by translation of the corresponding 
subsidiaries during consolidation.
	 Income taxes amounted to a charge of NOK 1,588 million 
in 2010, compared with a charge of NOK 951 million in 
2009. Income tax expense for 2010 was roughly 43 percent of 
pre-tax income. The tax rate for the year was influenced by the 
effects of power surtax and results from equity-accounted 
investments, which are recognized net of tax.
	 Net income amounted to NOK 2,188 million in 2010, 
compared with NOK 416 million in 2009.
 
Underlying operating results
To provide a better understanding of Hydro’s underlying per-
formance, the following discussion of operating performance 
excludes certain items from EBIT (earnings before financial 
items and tax) and net income, such as unrealized gains and 
losses on derivatives, impairment and rationalization charges, 
effects of disposals of businesses and operating assets, as well as 
other items that are of a special nature or are not expected to 
be incurred on an ongoing basis.
	 Underlying EBIT for Primary Metal increased significantly 
for 2010 from a substantial loss in 2009. The improvement 
was mainly driven by higher realized aluminium prices and an 
improved performance for Hydro’s alumina and raw materials 
business. Underlying results for Alunorte increased mainly due 
to significantly higher LME-linked alumina prices. Underly-
ing results and margins for our alumina commercial activities 
improved substantially partly influenced by the increase in 
LME prices. Significantly higher aluminium prices contri
buted about NOK 2.5 billion to underlying EBIT for Primary 
aluminium compared to 2009. Higher volumes and product 
premiums had a positive impact of about NOK 940 million 
on underlying EBIT. Variable costs increased by about NOK 
400 million, mainly due to higher alumina costs. Fixed costs 
declined due to further cost-improvement measures. Operat-
ing losses for Qatalum increased in 2010 due to the ongoing 
ramp-up of production at the plant and to the negative effects 
of the power outage.
	 Underlying EBIT for Metal Markets increased in 2010 
compared to 2009, which included substantial net negative 
currency and ingot inventory valuation effects. Operating 
results declined, mainly due to lower contribution from resale 
of third-party metal products and lower trading margins. Total 
metal product sales improved significantly from 2009, reflect-
ing improved demand for all products and entry into new 
markets. Our remelt operations again delivered good operat-
ing results, however, the positive results were largely offset by 
higher raw material prices. Operating results from our sour
cing and trading activities declined from 2009.
	 Rolled Products achieved record results for 2010. Conti
nued focus on cost and firm operating margins contributed 
strongly, together with a significant increase in sales volumes as 
the market recovered.

Underlying EBIT for Extruded Products increased signifi-
cantly in 2010, compared with an underlying loss in 2009, 
driven by higher volumes and cost reductions. Volumes 
increased for all sectors, excluding building systems, impacted 
by customer restocking and the general economic recovery. 
Volumes remain, however, below pre-crisis levels. Cost-
improvement programs initiated as a result of the market 
downturn had a positive impact on all operating units during 
the year.
	 Underlying EBIT for Energy increased for the year mainly 
due to considerably higher spot prices.

Liquidity, financial position, investments
Cash and short-term investments exceeded interest bearing 
debt by roughly NOK 11.0 billion at the end of 2010.
	 Hydro’s adjusted debt/equity ratio, defined as net interest-
bearing debt divided by adjusted equity, was 0.11 at the end of 
the year. The adjustments are mainly comprised of net 
unfunded pension obligations after tax, the present value of 
operating lease obligations and Hydro’s portion of interest 
bearing debt in equity accounted investees.
	 In 2010, cash provided by operating activities increased sig-
nificantly to NOK 6.4 billion compared to NOK 4.5 billion 
in the previous year, including a negative contribution from 
working capital of NOK 2.0 billion. The improvement was 
mainly due to increased aluminium prices, higher sales vol-
umes and lower operating costs. Higher volumes and prices 
also contributed to the increase in working capital. See the 
“Consolidated statement of cash flows” later in this report for 
a reconciliation of net cash provided by operating activities to 
net income. Operating cash was sufficient to cover operating 
requirements and investment activities of NOK 6.1 billion in 
2010. Investments were mainly limited to maintenance activi-
ties to safeguard our production assets in addition to NOK 3.5 
billion of investments in Qatalum.
	 Net cash inflow amounted to NOK 8.2 billion for the year, 
increasing cash, cash equivalents and bank overdraft from 
NOK 2.5 billion at the end of 2009 to NOK 10.7 billion at 
the end of 2010. In addition to cash provided by operating 
activities, the main source of cash was net proceeds of NOK 
9.9 billion from the rights issue completed in July 2010.
	 A payout of USD 1.1 billion was made in connection with 
the acquisition of Vale Aluminium in February 2011.
	 Hydro’s adjusted funds from operation/adjusted net inter-
est-bearing debt ratio was 1.18 for 2010, well above our mini-
mum target of 0.40. Adjusting for the payment made to Vale, 
the ratio would continue to meet our minimum target.
	 Hydro expects that cash from continuing operations, 
together with its liquidity holdings and available credit facili-
ties, will be more than sufficient to cover our planned capital 
expenditures, operational requirements, and financing activi-
ties in 2011.



11
BOARD OF DIRECTORS’ REPORT

Risk

Outlook
Demand for metal products (extrusion ingot, sheet ingot, 
foundry alloys and wire rod) in Europe and North America 
remained strong during 2010 following a healthy recovery in 
the beginning of the year. Demand for foundry alloys improved 
in Northern Europe and in Germany, and was also stronger in 
export markets in Asia. Demand for primary aluminium is 
expected to grow by about 7 percent in 2011, following the 
strong increase in 2010. The market is expected to be within a 
manageable surplus in 2011.
	 European flat-rolled products consumption increased sub-
stantially in 2010, compared with the previous year. Conti
nued strong demand is expected in the first half of 2011. 
Demand in North America also increased. The U.S. outlook 
for the early part of 2011 has turned more positive as con-
sumer confidence has improved.
	 In Europe, demand for extruded aluminium products was 
substantially higher in nearly all geographic segments, in par-
ticular Northern Europe. Demand in Southern Europe was 
somewhat lower. In North America, demand increased more 
moderately. Developments in South America continued to be 
positive, particularly in Brazil. Overall market demand is 
expected to continue at current levels in Europe and the U.S., 
with the construction sector being the most challenging mar-
ket segment.
	 Total power production in Norway amounted to 121 TWh, 
which was 9 TWh lower than 2009, due to lower inflow and 
reservoir levels. Hydro’s water and snow reservoirs were lower 
than normal at the end of January and also lower than the cor-
responding period in 2009. Due to the high spot-price levels, 
Hydro’s power production during the first quarter of 2011 is 
expected to be at same level as for the fourth quarter of 2010.
 
Risk
Risk management in Hydro is based on the principle that risk 
evaluation is an integral part of all business activities. The main 
responsibility for risk management is therefore placed with the 
business areas and coordinated by staff units at the corporate 
level. Policies and procedures have been established to manage 
risk. Hydro’s Board of Directors regularly reviews and evalu-
ates the overall risk-management system and environment 
within Hydro.
	 Hydro faces many risks and uncertainties within its world-
wide business operations and the global marketplace. We are 
exposed to changing economic and market conditions and 
may not succeed in reducing the cost of our asset portfolio suf-
ficiently to compensate for future market declines. The Vale 
aluminium acquisition represents a significant portion of 
Hydro’s capital employed and we face risks and challenges 
integrating the operations into our existing business. A dete-
rioration of Hydro’s financial position or downgrade of the 
company’s credit ratings could increase our borrowing cost 
and cost of capital. We face an ongoing risk of counterparty 
default. Price volatility can have a significant impact on 
Hydro’s reported results. Hydro’s reported and operating 

results and competitive position are influenced by develop-
ments in currency exchange rates and in particular the U.S. 
dollar, Brazilian Real, Euro and Norwegian krone. Hydro is 
exposed to increasingly onerous legislation on reducing CO2 

emissions. Major accidents, legal proceedings or investigations 
and incidents relating to HSE and corporate responsibility 
could impose significant costs and substantially damage the 
company’s reputation.
	 Hydro’s main strategy for mitigating risk related to volati
lity in cash flows is to maintain a solid financial position and 
strong creditworthiness. In order to protect processing and 
manufacturing margins against raw material price fluctua-
tions, our downstream and other margin-based operations are 
hedged to a certain extent. Hydro also uses derivatives to 
reduce its overall financial and commercial risk exposures, for 
example, in connection with the acquisition of the Vale alu-
minium assets. Forward U.S. dollar currency contracts have 
been used and Hydro has, to a limited extent, entered into 
forward contracts in other currencies to hedge certain revenue 
and cost positions. No major currency-forward contracts were 
outstanding at the end of 2010.

Controls and procedures
Hydro follows the Norwegian Code of Practice for Corporate 
Governance of October 2010. A detailed description of 
Hydro’s compliance with this code is presented on page 18. 
Information regarding the company’s shareholder policy can 
be found on page 16.
	 The board’s audit committee carries out a control function 
and arranges for the board to deal with the company’s financial 
reporting.

Research and development
In 2010 the research and development costs recognized as an 
expense amounted to NOK 543 million compared to NOK 
690 million in 2009. The reduction of the expensed R&D 
costs is partly offset by an increase in capitalized development 
costs. Divestment of Hydro’s automotive structures activities 
in 2009 also involved a reduction in R&D expenses.
	 The greater part of our R&D expenses goes to our in-house 
research organization, while the remainder supports work car-
ried out at external institutions. See note 14. We have a 
number of R&D centers in Europe and a Technology & Com-
petence Center in Qatar. Our main R&D tasks are connected 
to smelter technology and product development.
	 The Hydro Technology Board aims at enhancing innova-
tion and ensuring that we live up to our ambition to be a 
leader in technology. The board is headed by President & 
CEO Svein Richard Brandtzæg.
	 Hydro’s proprietary electrolytic process is one of the most 
efficient in the world. The smelters in Sunndal and Qatalum 
are using the newest technology. We work continuously to 
develop the next generation technology, HAL4e, emphasizing 
cell productivity as well as reduced energy consumption and 
climate gas emissions from the production process.
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R&D in Primary Metal is important to strengthen the com-
petitiveness through improving the cost position at our smelt-
ers. Prioritized tasks are operational support, implementation 
of new technology in existing activities as well as development 
of next generation electrolysis technology.
	 We work closely with our customers to develop products 
that save energy and reduce emissions. Aluminium facades 
enable lower operating costs and can help buildings produce as 
much energy as they consume during operation. The energy 
neutrality is achieved by using heat pumps, integrated photo-
voltaic systems and intelligent building design. We have con-
structed in Hydro three such buildings - in Germany, France 
and India.

Work environment
We work continuously to avoid work-related illnesses and 
injuries, and track the development through a corporate 
reporting tool. Guidelines for assessing risks in the work envi-
ronment are actively used by the business areas to help map 
and evaluate Hydro’s work environment.
	 Registered sick leave was 3.3 percent in 2010, down from 
3.7 percent in 2009. The rules for sick-leave registration differ 
from country to country. Our sick leave in Norway is signifi-
cantly higher than in Hydro on average, but relatively low 
compared to the average rate in Norwegian industry. In Nor-
way, sick leave was 4.4 percent in 2010, compared with 5.1 
percent in the previous year. Sick leave among male employees 
was 4.2 percent, down from 4.9 percent in 2009, while sick 
leave among females decreased from 6.0 percent in 2009 to 
5.5 percent in 2010.
	 Our TRI rate (total recordable injuries per million hours 
worked) increased by 27 percent in 2010. Consequently, we 
did not reach our target of a 20 percent decrease. We had no 
fatal accidents in our consolidated operations, but two of our 
part-owned activities suffered one fatal accident each. In addi-
tion, in January 2011, a contractor employee lost his life in an 
accident during installation work at a new plant in France. As 
a result, we will not reach our 2011 target of no fatal accidents. 

Our TRI target of 2.7 in 2011, with no fatal accidents, is one 
of the President & CEO’s personal KPIs and part of his bonus 
scheme.
	 We continue following up all high-risk incidents through 
thorough analyses and risk evaluations to determine how fatal-
ities can be avoided. To further systematize our efforts, a fatal-
ity-prevention program was started in 2010. The program is 
rooted in risk assessments throughout the company, improved 
sharing of learning and regular audits – in addition to the 
aforementioned investigation of high-risk incidents.
 
Environment
We have for several decades monitored our impact on the 
environment as part of a holistic approach to value creation. 
The increasing urgency of the situation has led us to establish 
a thorough climate strategy with a revised set of priorities. This 
is an integral part of our overall business strategy, including 
reducing the environmental impact of our production activi-
ties as well as taking advantage of business opportunities by 
enabling our customers to do the same. Some of the measures 
we pursue include:
•	 Using viable energy sources
•	 Reducing energy consumption and emissions in 

production
•	 Reducing CO2 emissions through the use of our products
•	 Increasing the recycling of aluminium
 
Total greenhouse gas emissions from our ownership equity 
have decreased from 12.5 million metric tons (mt) CO2 equi
valents (CO2e) in 1990 to 5.8 million mt CO2e in 2010, 
including 0.9 million mt CO2e from the new Qatalum gas-
fired power plant. This is a 54 percent decrease. Total emis-
sions increased in 2010 following the start of production at 
Qatalum. With Qatalum coming into full production and the 
acquisition of Vale’s aluminium business in Brazil, Hydro’s 
total greenhouse gas emissions will increase further in 2011.
	 During the same period, we have also reduced specific 
greenhouse gas emissions from primary production by more 
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Emergency preparedness

than 60 percent. Our goal is a specific direct emission of 1.52 
mt CO2e/mt aluminium in 2013. With performance of 1.63 
mt CO2e per mt aluminium, we outdid our 2010 ambition of 
1.73. The performance of our newest technology, HAL4e, was 
even better, 1.5 mt CO2e per mt aluminium in 2010.
	 In 2010, we developed a new recycling strategy. It is our 
ambition to grow faster than the market in recycling, assuming 
a leading position also in this part of the value chain. By 2020 
our ambition is to annually recover 1 million mt of contami-
nated and post-consumer scrap. The first step is to improve our 
existing capacity utilization. During 2010 we have increased the 
recycling volume by about 30 percent to more than 260,000 mt. 
Our ambition for 2011 is to further lift our recycling volume 
and improve capacity utilization of existing assets.
	 Spent potlining (SPL) from the electrolytic cells used in pri-
mary aluminium production is defined as hazardous waste. In 
2010, Hydro produced 19,768 mt of SPL, a 30 percent decrease 
from 2009. The reduction was mainly due to the closure of the 
Søderberg lines in Norway and reduced production in Neuss, 
Germany. In total, we produced 247,191 mt of waste, of which 
45 percent was classified as hazardous waste.
	 Systematic mapping of our water situation in 2010 showed 
that about 6 percent of our water consumption took place in 
water-stressed areas, according to the definition used by the 
World Business Council for Sustainable Development. Our 

consolidated operations had only minor water consumption in 
water-scarce areas in 2010. Freshwater considerations will be 
taken into account in the development of our new environmen-
tal strategy in 2011.

Emergency preparedness
Hydro holds and safeguards infrastructure and functions 
which on local and regional levels might be critical to society. 
Our hydroelectric power business is subject to control and 
tight follow-up by national authorities. Parts of the power grid 
which Hydro utilizes to supply energy to our industry, are also 
important for supplying the common public. Other areas of 
importance are the supervision and maintenance of dam 
installations, and actions to prevent flooding and damage 
caused by floods along waterways. These issues are at the core 
of our emergency planning, and we keep a continual focus on 
maintaining a high state of readiness. This is safeguarded 
through annual exercises.
	 A threat and vulnerability assessment forms the basis for 
preventive measures. A central emergency team is in place to 
support line management and ensure crisis handling in accord-
ance with Hydro’s requirements and expectations.

Integrity and human rights
Hydro’s code of conduct is approved by the board of directors. 
Based on this, the Hydro Integrity Program is our main means 
to prevent corruption and human rights violations connected 
to our activities. The program includes risk mapping, tools and 
training and was last updated in 2009.
	 Hydro supports the principle of freedom of association and 
collective bargaining, and has a long tradition in maintaining a 
good dialog with employee organizations. As an employer, 
owner and purchaser, our most important role related to human 
rights is to secure decent working conditions in our own organi-
zation, minority-owned companies and with our suppliers. In 
countries where the right to form trade unions is restricted, we 
try to find alternative fora to uphold the right of employees to 
influence their work situation, like in Qatar and China.
	 Hydro’s supplier requirements regarding corporate respon-
sibility shall form an integral part of all stages of the procure-
ment process. The requirements include environment, human 
rights, anti-corruption, and working conditions including 
work environment. Implementation is risk-based and takes 
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Total payments (taxes, fees, etc.) to host governments
 1)

NOK million 2010 2009 2008 2007 2006

Australia - (0.7) 0.4 6 -

Brazil 98 160 139 89 127

Jamaica 0.02 19 90 81 79

1)	 Total payments to host governments in connection with the exploration and production of bauxite and alumina. Payments include benefit streams, profit tax, 
royalty, license fees, rental fees, entry fees, etc. The reporting is based on the principles in the Extractive Industries Transparency Initiative (EITI). The table is 
included in auditor’s review of Hydro’s viability performance reporting 2010, but not in the financial audit.
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into consideration contractual value, country risk, etc. The 
principles include auditing rights and the contractors’ respon-
sibility toward subcontractors and their suppliers.
	 Our most important voluntary commitments are our sup-
port of the principles set out in the Universal Declaration of 
Human Rights and the UN Global Compact. We also support 
the OECD’s Guidelines for Multinational Enterprises and 
report voluntarily on payments to host governments in con-
nection with exploration and production of bauxite and alu-
mina based on the principles in the Extractive Industries 
Transparency Initiative. We use the Global Reporting Initia-
tive (GRI) G3 Guidelines for voluntary reporting of sustain
able development. See www.hydro.com/gri

Employees
Hydro had 18,894 employees at the end of 2010, a decrease 
from 19,249 in 2009. The reduction was primarily a result of 
restructuring processes initiated in 2008 and 2009 as well as 
the NOK 300 per metric ton aluminium cost-saving program 
in our primary metal business.
	 We see the importance of maintaining our position as an 
attractive employer. New employees are offered essential train-
ing, to better understand the organization and their work 
tasks, and to gain the required competence within health, 
security, safety and environment.
	 After the closing of the Vale transaction in February 2011 
Hydro has about 23,000 employees. We have more than 4,000 
employees each in Germany, Brazil and Norway. Sixty-seven per-
cent of our employees are in Western Europe. In the U.S. we have 
1,500 employees and about as many in Asia and Australia com-
bined. We emphasize diversity with regard to nationality, culture, 
gender and educational background, when recruiting and form-
ing management teams and other working groups. Women are 
represented in most business area and sector management teams, 
and we are aiming at further diversity at all levels.
	 An example is our extrusion business. The business area  
has 9,500 employees, and its top management consists of 54 

leaders. This includes all members of sector management 
teams as well as the managing directors of strategic units. 
These 54 leaders represent 16 nationalities. Nine – or 17 per-
cent – are women. Women comprise 50 percent of Extrusion 
Eurasia’s sector management team and one-third of sector 
management in Extrusion North America. It is our ambition 
to increase the total proportion of female leaders even more.
	 In 2010, around 100 new employees were recruited to the 
Norwegian part of the organization, compared to 70 in 2009 
and 450 in 2008. Of these, 20 percent were women in 2010, 
compared to 21 percent in 2009. Fifteen percent of Hydro’s 
employees globally, but excluding the U.S., are women, com-
pared to 19 percent in our Norwegian part of the organization.
	 We are continually adjusting working conditions so that 
all employees, regardless of their operability, have the same 
opportunities. The principle of equal terms is prioritized in 
recruitment, job promotions and individual development. 
An example is our rolling mill in Grevenbroich, Germany. 
Some positions are reserved for disabled employees, and 
accessible work places are adapted for both employees and 
apprentices.
	 All employees shall be secured a total salary that is fair, com-
petitive, and in accordance with the local industry standard. 
Only relevant qualifications such as performance, education, 
experience and other professional criteria shall be taken into 
account when making appointments, or when providing train-
ing, settling remuneration and awarding promotion. There are 
no significant gender-pay differentials for employees earning 
collectively negotiated wages in Norway. Salary conditions in 
the Norwegian business are reviewed on a regular basis. No 
significant general gender-related differences have been found. 
See also note 11 for further information on our compensation 
system.
	 After two tough years for Hydro’s employees, we acknow
ledge their efforts to strengthen the company’s performance in 
a new economic setting. We are also glad to welcome nearly 
4,000 competent Brazilian employees.
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The total share of women at all levels in Hydro (excluding U.S.) was 15 percent in 2010. 
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Board developments
The board has an annual plan for its work. It includes recur-
ring topics such as a review of board procedures, competency, 
priorities, collaboration with the company’s management, 
strategy review, business planning as well as HSE and CSR, 
including risk and compliance oversight. The board has also 
used significant time on the Vale transaction. This included 
strategic positioning, valuation, negotiation mandate for the 
transaction and recommendations for Hydro’s general meeting 
of shareholders and corporate assembly. The board visited 
Hydro’s smelter in Høyanger, Norway, and participated in the 
opening of Qatalum in Qatar. The latter visit included follow-
up of both Qatalum and working conditions for the construc-
tion workers. The board was also involved in evaluating market 
developments and Hydro’s capacity adjustments, including 
continuous evaluation of curtailed capacity.
	 In 2010, the board also made a self-assessment and a sepa-
rate assessment of the board’s chairperson. Both were pre-
sented to the nomination committee.
	 The board held 21 meetings in 2010 with an attendance of 
94 percent. The compensation committee held five meetings 
and the audit committee eight meetings.
	 Liv Monica Bargem Stubholt and Eva Persson were elected 
new board members on May 7, replacing Heidi M. Petersen 

who stepped down as per the same date, and Grete Faremo 
who stepped down from the board on October 21, 2009. As 
per February 28, 2011 Tito Botehlo Martins Jr. entered the 
board of directors as a 10th board member.

Net income and dividend  
- Norsk Hydro ASA
Norsk Hydro ASA (the parent company) had net income of 
NOK 1,712 million in 2010 compared with a net loss of 
NOK 290 million in 2009.
	 Due to the strong commitment of returning cash to share-
holders, improved earnings and market outlook as well as 
Hydro’s strong financial position and cash generating capabili-
ties, the board of directors has proposed a dividend of NOK 
0.75 per share for approval by the Annual General Meeting on 
May 5, 2011.
	 Unrestricted equity after the proposed dividend payment 
amounted to NOK 26,622 million at the end of the year.
	 According to Section 3-3 of the Norwegian Accounting 
Act, the board of directors confirms that the financial state-
ments have been prepared on the assumption of a going 
concern.

Oslo, March 16, 2011

Terje Vareberg 
Chair

Finn Jebsen
Board member

Sten Roar Martinsen 
Board member

Tito Martins 
Board member

Bente Rathe 
Deputy chair

Inge K. Hansen 
Board member

Liv Monica Bargem Stubholt 
Board member

Billy Fredagsvik
Board member

Jørn B. Lilleby
Board member

Eva Persson
Board member

Svein Richard Brandtzæg
President and CEO
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Shareholder information
Hydro’s share price closed at NOK 42.61 at the end of 2010. 
The return for 2010 was negative with NOK 6.10, or 12.5 
percent. Hydro’s Board of Directors proposes to pay a divi-
dend of NOK 0.75 per share for 2010, for approval by the 
Annual General Meeting on May 5, 2011, reflecting the com-
pany’s strong commitment to provide a cash return to its 
shareholders. The decision is based on improved earnings and 
market outlook as well as Hydro’s strong financial position and 
cash generation capabilities.
	 Hydro successfully completed a rights issue in July 2010, 
issuing 381,053,600 new shares. A total of 513,284,736 sub-
scriptions for shares were received and the rights issue was con-
sequently oversubscribed by 34.7 percent. The rights issue 
resulted in gross proceeds of approximately NOK 10,022 
million.
	 There were 1,587,776,741 outstanding shares at the end of 
2010. A total of 2.7 billion Hydro shares were traded on the 
Oslo Stock Exchange during 2010, representing 5.6 percent of 
the total turnover on the exchange in terms of share value.
	 At the closing of the acquisition of Vale’s aluminium assets 
on February 28, 2011, Hydro issued 447,834,465 new shares 
to Vale as part of the consideration in the transaction. The 
number of outstanding shares subsequently increased to 
2,035,611,206.
	 Hydro’s shares are also listed in London while our American 
Depositary Shares (ADSs) trade on OTCQX International in the 
US, the premium over-the-counter market tier on PinkSheets.

Dividend policy
Long-term returns to shareholders should reflect the value cre-
ated by Hydro. Shareholders’ returns consist of dividends and 
share price development. Over time, value creation should be 
reflected to a greater extent by share price development than 
through dividends. Our policy is to pay out on average 30 

percent of net income as ordinary dividend over time to our 
shareholders. In setting the dividend for a specific year, we will 
consider future earnings, future investment opportunities, the 
outlook for world commodity markets and our financial posi-
tion. Share buybacks or extraordinary dividends will supple-
ment ordinary dividends during periods of strong financials, 
due consideration being given to the commodity cycle and 
capital requirements for future growth. The total payout 
should reflect Hydro’s aim to give its shareholders competitive 
returns benchmarked against alternative investments in com-
parable companies.
	 Hydro’s board of directors normally proposes a dividend 
per share in connection with the publication of our fourth-
quarter results. The Annual General Meeting then considers 
this proposal in May each year, and the approved dividend is 
subsequently paid to shareholders in May or June. We pay 
dividends once each year. For non-Norwegian shareholders, 
Norwegian tax will be deducted at source in accordance with 
the current regulations.

Buyback of shares
In periods when earnings are high, Hydro may consider to buy 
back shares in addition to ordinary or extraordinary dividend 
payments. This consideration will be made in the light of alter-
native investment opportunities and our financial situation. In 
circumstances when buying back shares are relevant, our board 
of directors proposes buyback authorizations to be considered 
and approved by the Annual General Meeting. Authorizations 
are granted for a specific time period and for a specific share 
price interval for which share buybacks can be made.

Major shareholders and voting rights
An overview of Hydro’s major shareholders as of December 
31, 2010, is provided in Note 14 in Notes to the financial 
statements Norsk Hydro ASA.
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Annual general meeting 
The Annual General Meeting will be held at the company’s 
headquarters at Drammensveien 260, Oslo, Norway, on 
Thursday, May 5, 2011, at 17:00 CET. Shareholders who wish 
to attend are asked to inform the registrar by 12:00 CET on 
Wednesday, May 4:
 
DnB NOR Bank ASA,
Verdipapirservice
0021 Oslo, Norway
Fax: + 47 22 48 11 71
 
You may also register electronically on our website www.hydro.
com/register or via VPS Investor Services. Any shareholder 
may appoint a proxy with written authority to attend the 
meeting and vote on his or her behalf.

Change of address 
Shareholders registered in the Norwegian Central Securities 
Depository should send information on changes of address to 
their registrars and not directly to Hydro.
 
Financial calendar 2011 
April 29 - First-quarter results
May 5 - Annual General Meeting
May 6 - Shares traded ex-dividend
May 8 - Record date for dividend
July 26 - Second-quarter results
October 27 - Third-quarter results

Key figures for the Hydro share
2010 2009 2008 2007 2006

Share price high, Oslo (NOK) 1) 50.30 49.25 85.60 80.13 64.68
Share price low, Oslo (NOK) 29.06 20.40 21.20 68.00 43.79
Share price average, Oslo (NOK) 38.75 33.65 57.32 70.32 53.22
Share price year-end, Oslo (NOK) 42.61 48.71 27.80 77.60 62.77

Earnings per share (EPS) (NOK) 1.33 0.25 (3.25) 14.90 14.00
EPS from continuing operations (NOK) 2) 1.33 0.25 (3.04) 7.20 13.90

Dividend per share (NOK) 0.75 0.50 0.00 5.00 5.00
Pay-out ratio 3) 56 % 200 % - 69 % 36 %
Dividend growth 50 % - -100 % 0 % 14 %
Pay-out ratio five year average 4) 57 % 39 % 38 % 34 % 35 %

Adjusted debt/equity ratio 5) 0.11 0.32 0.30 0.01 0.22
Credit rating, Standard & Poor's BBB BBB- BBB BBB A-
Credit rating, Moody's Baa2 Baa2 Baa1 Baa1 A2

Non-Norwegian ownership, year-end 23 % 27 % 33 % 42 % 38 %

Outstanding shares, average 1 419 052 116       1 205 376 724       1 209 143 809       1 221 195 650       1 240 804 344       
Outstanding shares, year-end 1 587 776 741       1 204 785 945       1 206 325 863       1 209 304 379       1 226 175 885       

1) 	 An adjustment factor of 0.324396 bas been used for share prices prior to the demerger of the oil and gas activities on October 1, 2007. The adjustments are 
according to Oslo Stock Exchange’s calculation methods.

2) 	 Oil and gas activities only included as discontinued for 2007.
3) 	 Dividend per share divided by earnings per share. EPS from continuing operations from 2005.
4) 	 Total dividend divided by net income for last five years.
5) 	 See Note 35 to the Consolidated Financial Statements. Year 2006 not adjusted for revised definition introduced in 2008.

Key figures for the Hydro share
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Norwegian code of practice for corporate governance
Page numbers and notes to the consolidated financial statements refer to this report. All other references can be found at 
www.hydro.com/governance where a table with full references is available.

Topic Comments References 

1 Implementation and 

reporting on Corporate 

Governance

Hydro follows the Norwegian Code of Practice for Corporate 

Governance of 2010 including all its recommendations. The 

Hydro Way represents our framework for leadership, 

organization and culture and is the foundation for our 

governance system, including our code of conduct. Hydro's code 

of conduct is approved by the board of directors, which also 

oversees that Hydro has appropriate corporate directives for 

HSE and corporate responsibility.

www.hydro.com/principles

2 Hydro business Hydro's articles of association 

at www.hydro.com/governance

Page 6

3 Equity and dividends Hydro's equity capital is appropriate to

the company's objectives, strategy and risk profile.

Page 16-17

Hydro's dividend policy is to pay out over time on average 30 

percent of net earnings.

Mandate for buyback of Hydro shares may be granted to the 

board of directors by the general meeting of shareholders. If the 

general meeting is to consider mandates to the board for the 

issue of shares for different purposes, each purpose should be 

considered separately by the meeting. The mandates should be 

limited in time to no later than the date of the next annual general 

meeting. 

See also item 4.

4 Hydro has one share class. Page 16-17

Any transactions Hydro does in its own shares are carried out 

through stock exchanges. Buy-backs of own shares are carried 

out at market price. 

Shareholders registered in VPS, the Norwegian Central 

Securities Depository, can vote in person or by proxy. Invitations 

are sent directly to shareholders or to the shareholder's security 

deposit bank. 

Employee share allocations are granted at a discount to market 

value. See also item 6.

Note 11

The board of directors usually deals with investors through the 

administration. Under special circumstances the board of 

directors represented by the chairperson may have direct dialog 

as appropriate. 

On 28 May 2011, Hydro took over the majority of Vale's 

aluminium business in Brazil. Vale received a total consideration 

comprising USD 1.1 billion in cash and new Hydro shares 

equivalent to 22 percent ownership of Hydro's outstanding 

shares. To partly finance the transaction, support the company’s 

investment grade rating and capacity to implement future 

projects, Hydro completed a fully underwritten rights issue of 

NOK 10 billion in July 2010. The consequences for existing 

shareholders and new shareholders through the rights issue 

were given in the relevant press releases, in the rights issue 

prospectus and in the information memorandum in connection 

with Hydro’s takeover of the majority of Vale S.A.’s bauxite, 

alumina and aluminium business in Brazil, and in the 

extraordinary general meeting. See also item 8 and 9.

Transactions with close 

associates

Hydro’s code of conduct includes guidelines for handling 

possible conflicts of interest. The code is valid to all board of 

directors members and Hydro employees. It is the assessment 

of the board of directors that during 2010 there have been no 

material transactions between the group and shareholders, 

directors, officers or close associates of any such parties.

www.hydro.com/principles

Regulation of share issues and pre-emptive rights are described 

in the Articles of Association. 

www.hydro.com/governance

Equal treatment of 

shareholders.

The objectives of the company are to engage in industry, 

commerce and transport, to utilize energy resources and raw 

materials, and to engage in other activities connected with these 

objectives. Activities may also proceed through participation in 

or in co-operation with other enterprises.
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Topic Comments References

The Norwegian State as an 

owner

The Norwegian state represented by the Ministry of Trade and 

Industry owned 43.73 percent of Hydro's issued shares as of 31 

December 2010. Following closing of the Vale transaction 28 

February, 2011, the Norwegian state owns about 34.3 percent. 

Hydro has regular meetings with the Ministry. Topics discussed 

include Hydro’s economic development, strategic development, 

CSR, and the State's expectations regarding investment 

performance and return. These meetings are comparable to 

what is customary between a private company and its principal 

shareholders. The meetings comply with the provisions specified 

in company and securities legislation, not least with a view to 

equal treatment of shareholders. As a shareholder, the State 

does not usually have access to more information than what is 

available to other shareholders. If the State's participation is 

imperative and the Government must obtain an authorization 

from the Norwegian parliament (Stortinget), it may be necessary 

to give the Ministry insider information. In such cases, the State 

is subject to the general rules that apply to dealing with such

information.

Page 16-17

5 Freely negotiable shares The Hydro shares are freely negotiable. The stock is among the 

most traded stocks at Oslo Stock Exchange and subject to 

efficient pricing. The Norwegian state through the Ministry of 

Trade and Industry and Folketrygdfondet owns 49.9 percent of 

the shares as of December 31, 2010. 

Page 16 

As a part of the Vale transaction, Vale received 22 percent of 

Hydro's outstanding shares. At the same time, The Norwegian 

state's share represented through the Ministry of Trade and 

Industry was reduced from 43.73 percent to approximately 34.3 

percent. According to the agreement between Hydro and Vale, 

Vale cannot increase its ownership in Hydro beyond 22 percent. 

Further, Vale will retain its shares in Hydro for at least two years 

after the transaction closes, and following the two-year period 

Vale shall not sell shares constituting more than 10 percent of 

Hydro's issued shares to any single buyer or group. 

6 General meeting of 

shareholders

The notice of a general meeting of shareholders is normally 

available at hydro.com about four weeks prior to the meeting 

and sent to the shareholders minimum three weeks before the 

meeting.

www.hydro.com/governance

Our aim is that the resolutions and supporting information 

distributed are sufficiently detailed and comprehensive to allow 

shareholders to form a view on all matters to be considered at 

the meeting.

Deadline for shareholders to give notice of attendance

in the meeting, is five working days before the meeting.

Shareholders who cannot attend the meeting in person, can vote 

by proxy. Hydro will nominate a person who will be available to 

vote on behalf of shareholders as their proxy.  

Shares registered with a nominee account must be re-registered 

in the Norwegian Central Securities Depository before the 

General Meeting in order to obtain voting rights. 

Hydro will propose to the general meeting of shareholders on 

May 5, 2011 to implement the possibility to cast votes 

electronically in advance of the meeting.

To the extent possible the form for the appointment of a proxy 

will allow separate voting instructions to be given for each matter 

to be considered by the meeting and for each of the candidates 

nominated for election.

The board of directors, the nomination committee and the 

auditor are present at the general meetings of shareholders.

The general meeting of shareholders is presided over by the 

chairperson of the corporate assembly or, in his or her absence, 

by the deputy chairperson. 
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The notice of the general meeting of shareholders provides 

information on the procedures shareholders must observe in 

order to participate in and vote at the general

meeting. These include

• the procedure for representation at the meeting through a 

proxy, including a form to appoint a proxy

• the right for shareholders to propose resolutions in respect of 

matters to be dealt with by the general meeting of shareholders

• the web pages where the notice of the meeting and other 

supporting documents will be made available

The Hydro share at 

www.hydro.com/investor

The following information is available at hydro.com:

• information on the right of shareholders to propose matters to 

be considered by the general meeting of shareholders

• how to make proposals for resolutions to be considered by the 

general meeting of shareholders, alternatively comments on 

matters where no resolution is proposed

• a form for appointing a proxy

The general meeting of shareholders votes separately for each

candidate nominated for election to the company’s corporate 

assembly and nomination committee.

7 Nomination committee The nomination committee consists of four members who shall 

be shareholders or shareholders’ representatives. They are 

appointed by the general meeting of shareholders. Minimum two 

including the chairperson are appointed among the shareholder 

elected members of the corporate assembly. The committee's 

compensation is determined by the general meeting of 

shareholders.

Hydro's Articles of association 

and mandate for the 

Nomination committee can be 

found at 

www.hydro.com/governance 

Shareholders may nominate candidates for the board of 

directors, the corporate assembly and the nomination 

committee.

www.hydro.com/governance

A revised mandate for the nomination committe will be proposed 

to the general meeting of shareholders on May 5, 2011 and to 

the shareholder elected members of the corporate assembly. 

8 Corporate assembly and 

board of directors: 

Composition and 

independence

All board directors and members of the corporate assembly are 

independent of the executive management of Hydro and its main 

business connections. Lars Tronsgaard, who is a member of the 

corporate assembly, is representing Folketrygdfondet, owned by 

the Norwegian State.

Note 44

The corporate assembly elects both the chairperson and the 

deputy chairperson of the board.

Board members are elected for a period of two years.

Vale has from 28 February, 2011 one representative in Hydro's 

board of directors. The decision has been approved by Hydro's 

general meeting of shareholders and corporate assembly. Tito 

Botelho Martins Jr, executive director, Base Metals, in Vale S.A. 

has been appointed new board member in Hydro and has joined 

the board of directors as a 10th board member. 

Six board members own a totality of 80,115 shares as of 

December 31, 2010. Hydro has no program for board members 

to aquire shares exept from the employee representatives who 

are entitled to acquire shares through the employee share 

purchase plan. All share transactions are conducted according 

to the Norwegian Securities Trading Act.

9 Board work and 

responsibilities

The board of directors has established rules of procedures for its 

own work as well as for the executive management with 

particular emphasis on clear internal allocation of responsibilities 

and duties.

The Board's mandate can be 

found at 

www.hydro.com/governance

Page 14-15

The board's audit committee and compensation committee were 

both established in 2001.

The board of directors conducts annually a self-assessment of 

its work, competence and cooperation with management and a 

separate assessment of the board's chairperson. The 

assessments are presented to the nomination committee.

The board of directors has an annual plan for its work with

particular emphasis on objectives, strategy and implementation.
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Topic Comments References 

In addition the nomination committee evaluates the competence 

of the board of directors. 

Page 19

10 Page 13

Hydro's internal control system includes all parts of our 

corporate directives, including our code of conduct, HSE and 

corporate responsibility requirements.

www.hydro.com/principles

11 Remuneration of the board 

of directors

The shareholder elected members of the board of directors have 

no assignments for the company other than the board work.

The compensation is determined by the corporate assembly.

12 Remuneration of the 

executive management

Note 11

Page 14 and 16

13 Information and 

communication

Hydro has established guidelines for the company’s reporting of 

financial and other information based on openness and taking 

into account the requirement for equal treatment of all 

participants in the securities market. This includes contact with 

shareholders other than through the shareholder meetings

Page 13

A financial calendar is available in this report and at hydro.com Page 17

Shareholder information is published at hydro.com. "Financial 

Statements and Board of Directors' Report" is sent upon request 

and free of charge to shareholders. Notices of general meetings 

of shareholders are sent  directly to shareholders unless they 

have consented to receive these documents electronically.

See the Hydro Share at 

www.hydro.com/investor

14 Take-overs The board of directors will handle any potential take-over offers 

in accordance with Norwegian corporate law and the Norwegian 

Code of Corporate Governance. There are no defence 

mechanisms against take-over bids in our articles of association 

or in any underlying steering document. Neither have we 

implemented any measures to limit the opportunity to acquire 

shares in the company. The Norwegian state through the 

Ministry of Trade and Industry and Folketrygdfondet owns 49.9 

percent of the shares as per December 31, 2010. See also 

item 5.

Vale has agreed to certain restrictions with regard to their Hydro 

shares pursuant to a standstill and lock-up agreement entered 

into between Vale and Hydro. In the event of a take-over offer, 

and subject to the standstill and lock-up agreement, Vale can 

only accept such offer and transfer its Hydro shares if the offer 

(i) has either been recommended by the board of directors or 

declared unconditional in all respects and (ii) will result in the 

offeror holding more than 50 percent of the total shares in Hydro 

before or during the offer period

15 Auditor The external auditor annually submits the main features of the 

plan for the audit of the company to the board audit committee.

Page F87

The external auditor participates in relevant agenda items at all 

meetings in the board audit committee. Minutes of these 

meetings are distributed to all board members. This practice is in 

line with the EU Audit Directive.

The external auditor presents their view on internal control 

procedures through the annual management letter.

The board audit committee meets at least annually with the 

external auditor and the head of Internal Audit without the 

presence of corporate management.

Hydro emphasizes independence and has clear guidelines for 

use of services performed by the external auditor. All use of 

external auditor, including non-audit services, are subject to a 

pre-approval process defined by the board audit committee.

Remuneration of the external auditor is disclosed in the annual 

report and approved by the general meeting of shareholders.

Note 43

The general meeting of shareholders elected on May 4, 2010 

KPMG as the new group external auditor as from the accounting 

year 2010. 

The board of directors has established guidelines for the 

remuneration of the members of the executive management. 

These guidelines are communicated to the general meeting of 

shareholders and included in the annual report.

Note 44

See Articles of association at 

www.hydro.com/governance

The board of directors ensures sound internal control and 

systems for risk management through e.g. an annual board of 

directors review of the most important risk factors and internal 

control. Internal Audit Corporate reports directly to the board of 

directors, but is administratively subject to the CFO.

Risk management and 

internal control























































































































































































Hydro is a global supplier of aluminium with 
activities throughout the value chain, from 
bauxite extraction to the production of rolled 
and extruded aluminium products and building 
systems. Based in Norway, the company  
employs 23,000 people in more than 40  
countries. Rooted in a century of experience  
in renewable energy production, technology  
development and progressive partnerships,  
Hydro is committed to strengthening the viability 
of the customers and communities we serve.
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