
CO N S O L I DATE D  R E S U LTS  ( U S  GA A P )  ( U N AU D ITE D )

Fourth quarter Year
2003 2003 2002 2003 2003 2002

Million, except per share data NOK EUR1) NOK NOK EUR1) NOK
Operating revenues 44,533 5,306 44,007 171,782 20,468 167,040 

Operating income 7,137 850 5,996 24,258 2,891 19,841 
Non-consolidated investees 379 45 484 1,229 146 33 
Interest income and other financial income 349 42 334 1,467 175 1,418 
Other income (loss), net 490 58 - (1,212) (145) 219 
Earnings before interest expense and taxes (EBIT) 8,355 995 6,814 25,742 3,067 21,511 
Interest expense and foreign exchange gain/(loss) 22 3 223 (1,266) (151) 517 
Income before taxes and minority interest 8,377 998 7,037 24,476 2,916 22,028 
Income tax expense (4,636) (552) (3,729) (13,937) (1,661) (13,278)
Minority interest 24 3 (28) 148 18 15 
Income before cumulative effect of change

in accounting principle 3,765 449 3,280 10,687 1,273 8,765 
Cumulative effect of change in accounting principle - - - 281 34 - 
Net income 3,765 449 3,280 10,968 1,307 8,765 
Earnings per share before change 

in accounting principle (in NOK and Euro) 14.70 1.75 12.70 41.50 4.94 34.00 
Earnings per share (in NOK and Euro) 14.70 1.75 12.70 42.60 5.08 34.00 

Financial data
EBITDA 2) – million 12,398 1,477 10,455 43,253 5,154 35,658 
Investments – million 5,187 618 5,949 18,900 2,252 45,716 
Net interest-bearing debt/equity 3) 0.38 0.38 0.60 0.38 0.38 0.60 

1) Presentation in Euro is a convenience translation based on the exchange rate at December 31, 2003, which was 8.3928.
2) Earnings Before Interest, Tax, Depreciation and Amortization. See page 20.
3) Net interest-bearing debt divided by shareholders' equity plus minority interest, adjusted for unfunded pension obligation (after tax) and present value 

of future obligations on operating leases. 
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2 Norsk Hydro’s preliminary results –  2003

Hydro’s net income in 2003 was NOK 10,968 million (NOK 42.60
per share) compared with NOK 8,765 million (NOK 34.00 per
share) in 2002. 

The result reflects overall improvements in Hydro’s main busi-
ness areas compared to the prior year. The most substantial
improvement related to a significant increase in oil and gas pro-
duction together with somewhat higher oil and gas prices. The
fertilizer business also improved its results due to higher product
prices and productivity gains. The improvement programs carried
out by Aluminium generated considerable savings for the year,
although the weaker US dollar had a negative influence on earn-
ings for Aluminium and the other business areas. 

In the fourth quarter Hydro’s net income was NOK 3,765 million
(NOK 14.70 per share), compared with NOK 3,280 million (NOK
12.70 per share) for the corresponding period in 2002. Operating
income in the fourth quarter amounted to NOK 7,137 million, com-
pared with NOK 5,996 million in the same period last year.

The Board proposes to the Annual General Assembly a dividend of
NOK 11.00 per share for 2003, compared with NOK 10.50 for 2002. 

“ 2003 was a very good year for Hydro,” says President and CEO
Eivind Reiten. “ Our three business areas show solid improvement.
Even though market conditions have been good for many of our prod-
ucts, the improvements also reflect the efficient implementation of
improvement programs. We have also made important strategic deci-
sions, and the listing process for Agri is progressing according to
plan.”

“ Markets for semi-fabricated aluminium products have been weak,
but we can see small signs of improvement. The competitive position
for our European aluminium smelters is challenging, and we will con-
tinue our work to improve cost position in these plants” says Reiten. 

In the fourth quarter of 2003 Hydro’s oil and gas production
was 596,000 barrels of oil equivalents (boe) per day. Production for
the year averaged 530,000 boe per day, an increase of about 10 per-
cent from 2002. The growth in production was evenly distributed
between oil and gas. The strong production growth was above orig-
nal targets, and reflected high production regularity and high gas off-
take in the period. Average production for 2004 is estimated to be
560,000 boe per day. Hydro added new oil and gas reserves com-
prises 215 percent of its annual production. The increase in reserves
is primarily attributable to the Ormen Lange gas field, for which the
development plan was submitted to the authorities in the fourth quar-
ter of 2003. 

Aluminium operations posted a notably improved result in the
final quarter, with greater production volumes, a higher metal price
and the business area’s cost improvement program all impacting
positively, although a weaker dollar exchange rate resulted in a
negative effect. However, markets for semi-fabricated products

was weak. The improvement program implemented following the
acquisition of VAW has now been completed, achieving an annual
cost reduction effect in line with the target of NOK 2.5 billion. 

Hydro Agri has achieved very good results in both the fourth
quarter and in 2003 as a whole. Higher fertilizer prices and sound
operations at production plants have contributed to the improved
results, while higher energy costs have had a negative influence.

Hydro’s Extraordinary General Meeting resolved on 15 January
2004 to demerge Hydro Agri. The new company will be named
Yara International ASA, and be listed on the Oslo Stock Exchange.
The company will have approximately 7,600 employees and be
headquartered in Oslo where it will be among the larger public
companies in Norway. Yara has the right to use Hydro’s former
viking ship logo, which is an important fertilizer brand. Every
Hydro shareholder, at the listing date, will obtain one Yara share
for each Hydro share held. In the demerger, 80 percent of the Yara
shares will be distributed to Hydro’s shareholders. Provided that
prevailing market conditions permit, Hydro intends to sell the
remaining 20 percent of the Yara shares in an offering at the time
of the consummation of the demerger. The Yara shares to be
offered by Hydro have not been and will not be registered under
the U. S. Securities Act of 1933, and may not be offered or sold in
the United States absent registration or an applicable exemption
from the registration requirements of the U. S. Securities Act. 

The provision for current and deferred taxes for 2003 amounted
to NOK 13,937 million, approximately 57 percent of pre-tax
income. The tax provision has been strongly influenced by the
effects of amendments to the Norwegian tax regulations relating to
the future costs of removing oil and gas installations on the Norwe-
gian continental shelf after production has ceased. In addition, the
tax provision for the third quarter included a one time positive
effect of NOK 139 million relating to the final conclusion of an out-
standing tax ruling in Norway. Excluding these effects, tax
expense amounted to 62 percent of pre-tax income for 2003.

Investments in 2003 amounted to NOK 18.9 billion. The amount
includes NOK 1.9 billion resulting from Hydro’s adoption of Finan-
cial Accounting Standard No. 143, relating to asset retirement obli-
gations. Excluding this effect, investments were NOK 17 billion for
2003. Just over half of the investment amount related to oil and
gas operations. Investments are slightly lower than planned, partly
because of savings in development projects.

Cash flow from operations for 2003 was NOK 24.6 billion com-
pared to NOK 21.8 billion for 2002. The increase compared to last
year is mainly due to higher earnings. 

Following the acquisition of VAW in 2002 Hydro established a
goal to dispose of non-core business assets totaling NOK 10 bil-
lion. As of the end of 2003, disposals have been completed or
agreed for approximately NOK 9.8 billion.

All comparative figures are for the corresponding period in 2002 unless otherwise stated. Certain amounts in previously issued consolidated financial statements
were reclassified to conform with the 2003 presentation.
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3Norsk Hydro’s preliminary results –  2003

Fourth quarter 2003 Non-cons. inv.,
Operating Interest & Other Depreciation

NOK million income (loss) selected fin.items income and amortization EBITDA
Hydro Oil & Energy 5,994 37 490 2,618 9,139 
Hydro Aluminium 709 119 - 981 1,809 
Hydro Agri 907 288 - 289 1,484 
Other Activities 10 170 - 152 332 
Corporate and Eliminations (483) 114 - 3 (366)
Total 1) 7,137 728 490 4,043 12,398 

Year 2003 Non-cons. inv.,
Operating Interest & Other Depreciation

NOK million income (loss) selected fin.items income (loss) and amortization EBITDA
Hydro Oil & Energy 21,143 154 816 9,713 31,826 
Hydro Aluminium 2,456 517 - 3,525 6,498 
Hydro Agri 2,800 794 - 1,154 4,748 
Other Activities (414) 492 162 900 1,140 
Corporate and Eliminations (1,727) 739 (2,190)2) 2,219 2) (959)
Total 1) 24,258 2,696 (1,212) 17,511 43,253 

1) See specification on page 26.
2) Includes non-cash charge relating to an expected state grant pertaining to an asset removal obligation of NOK 2,207 million (page 14).

EBITDA for 2003 was NOK 43,253 million (NOK 35,658 million).
EBITDA for the fourth quarter was NOK 12,398 million (NOK
10,455 million). 

Earnings from non-consolidated investees amounted to NOK
379 million in the fourth quarter compared to NOK 484 million in
the fourth quarter of 2002. For the year as a whole, earnings
from non-consolidated investees was NOK1,229 million com-
pared to NOK 33 million in 2002. A currency loss of NOK 461
million relating to alumina operations in Brazil influenced the
result in 2002, compared to a currency gain of NOK 218 million
in 2003. Excluding these effects, earnings improved by NOK
517 million for the year as a whole primarily due to stronger
results from non-consolidated investees which are part of the
Agri business area reflecting high ammonia and urea prices.

Pension benefit obligations
As of 31 December 2003 Hydro’s pension plans included pen-
sion benefit obligations (PBO) amounting to NOK 29.2 billion,
while the market value of the Company’s pension fund assets
was NOK 18.7 billion. This results in a net unfunded obligation of
NOK 10.5 billion. In addition, early retirement plans and other
pension obligations are estimated at NOK 1.5 billion, resulting in
a total net unfunded pension commitment of NOK 12 billion, of
which NOK 2.7 billion is reflected as net liability in the balance
sheet. Hydro’s net pension costs for 2003 amounted to NOK 2.5

billion. Pension related cash disbursements in 2003 amounted to
NOK 2 billion.

Other income amounted to NOK 490 million for the quarter con-
sisting of a gain on the sale of Hydro’s share in Skandinaviska
Raffinaderi AB, the Scanraff oil refinery. For the year 2003 as a
whole, other items resulted in a loss of NOK 1,212 million. The
loss included a charge of NOK 2,207 million resulting from new
Norwegian tax regulations relating to the removal costs for oil
and gas installations on the Norwegian continental shelf. In
accordance with earlier regulations, removal costs could not be
deducted when calculating taxable income. Instead, the Norwe-
gian state assumed a portion of the removal costs by means of
a special removal grant for each license calculated on the basis
of the average tax rate incurred by the participating companies
over the license period. The new rules permit removal costs to
be deducted from taxable income. The amendment resulted in a
charge in the second quarter representing the estimated value
of existing grants. The charge had no cash effect. At the same
time, a deferred tax asset representing the value of the new tax
deductions (calculated at 78 percent of the accrued asset
removal obligation), was included as a reduction to the tax pro-
vision for the second quarter in the amount of NOK 2,380 million.  

Hydro’s CROGI (Cash Return on Gross Investment) for 2003
was 9.8 percent, compared to 8.5 percent for 2002. 
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4 Norsk Hydro’s preliminary results –  2003

HYD RO  O I L  &  E N E RGY  

Operating income (loss)
Fourth quarter Year

NOK million 2003 2002 2003 2002 
Exploration and Production 5,332 4,477 18,500 13,137 
Energy and Oil Marketing 667 881 2,668 2,784 
Eliminations (5) 26 (25) 26 
Total 5,994 5,384 21,143 15,947  

EBITDA
Fourth quarter Year

NOK million 2003 2002 2003 2002
Exploration and Production 7,812 6,729 27,624 21,593 
Energy and Oil Marketing 1,331 1,132 4,226 3,721 
Eliminations (4) 26 (24) 26 
Total 9,139 7,887 31,826 25,340   

Fourth quarter Year
2003 2002 2003 2002

Oil and gas production
(thousands boe/d) 596 540 530 480 

Oil price (USD/bbl) 29.10 25.60 28.70 24.70 
Oil price (NOK/bbl) 200.90 186.70 202.90 194.20 
Average exchange rate USD/NOK 6.90 7.30 7.07 7.88 
Gas price (NOK/Sm3) 1.06 0.98 1.03 0.95 
Exploration expense (NOK million) 468 566 1,557 3,558  

Operating income for Oil & Energy in the fourth quarter was
NOK 5,994 million compared with NOK 5,384 million in the same
period last year. Operating income for 2003 as a whole was NOK
21,143 million, an increase of 33 percent compared with 2002.

Hydro’s average realized crude oil price during the fourth quarter
was USD 29.1 per barrel, compared with USD 25.6 per barrel in
the corresponding period last year. Measured in Norwegian kroner,
the oil price was about eight percent higher than in the fourth quar-
ter of 2002, and about four percent higher for the year as a whole.

Realized prices for Hydro’s gas volumes in the fourth quarter
were eight percent higher than in the corresponding period last
year, and amounted to NOK 1.06 per Sm3. For 2003 the gas
price was approximately eight percent higher than for 2002. 

Prices in the Nordic market for electrical power remained sta-
ble throughout the fourth quarter 2003. The spot price averaged
NOK 283 per MWh, compared with NOK 371 per MWh in the
corresponding period last year. Forward prices for the supply of
electrical power until 2006 were on roughly the same level as at

the end of third quarter. Water reservoir levels in Norway and
Sweden were approximately 20 percent below normal at the end
of 2003, but higher than at the corresponding time of 2002. 

The acquisition of Duke Energy Europe Northwest BV and the
divestment of Hydro’s interest in the Scanraff refinery, were com-
pleted in the fourth quarter. The Scanraff divestment resulted in
a tax free gain of NOK 490 million.

EBITDA for Oil & Energy for the fourth quarter was NOK 9,139
million, an increase of 16 percent compared with the same 
period last year. EBITDA for 2003 as a whole was NOK 31,826
million, an increase of 26 percent compared with 2002.

Factors affecting developments in the coming months: Pro-
duction on Grane is expected to increase in 2004, contributing
significantly to the growth in oil and gas production. The produc-
tion target for 2004 is 560,000 boe per day. Following the Scan-
raff sale in December, Hydro is no longer involved in refinery
operations. Scanraff generated operating income of approxi-
mately NOK 200 million in 2003.

Hydro Oil & Energy consists of the two sub-segments: ‘Exploration and Production’ and ‘Energy and Oil Marketing’.
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5Norsk Hydro’s preliminary results –  2003

EXP LO R ATI O N  A N D  P RO D U C TI O N

Operating income from Exploration and Production for the
fourth quarter of 2003 was NOK 5,332 million, 19 percent higher
than in the fourth quarter of 2002. Operating income for 2003 as
a whole was NOK 18,500 million, 41 percent higher than in
2002. Production of both oil and gas increased compared to
2002 and was 10 percent higher in the fourth quarter compared
to the same period last year. The positive effect of higher oil
prices in US dollars during 2003 was offset somewhat by the
decline in the US dollar/Norwegian kroner exchange rate. How-
ever, oil prices measured in Norwegian kroner were higher than
in the previous year, both for the quarter itself and for the year
as a whole. Exploration costs of NOK 1,557 million were
charged to income in 2003, a reduction of NOK 2 billion com-
pared with 2002. 

Hydro's production of oil and gas in the fourth quarter of 2003
averaged 596,000 boe per day, an increase of 56,000 boe per
day compared with the fourth quarter 2002. Oil production in the
fourth quarter was 430,000 barrels, 33,000 barrels more than in
the same period last year. The increase resulted from new fields
coming on stream including Grane, Fram Vest, Mikkel and the
Vigdis extension on the Norwegian continental shelf as well as
Jasmim in Angola and Murzuq A in Libya. Planned maintenance
shutdowns resulted in an oil production shortfall of approximate-
ly 4,000 barrels per day during the quarter. Gas production in
the quarter was approximately 16 percent higher than in the
corresponding period last year. The increase was partly due to
greater volumes sold to continental customers and new fields
coming on stream including Tune, Sigyn and Mikkel. For 2003 as
a whole, total oil and gas production was 530,000 boe per day
representing an increase of 10 percent compared with 2002. 

Costs including production costs, depreciation and net tariffs in
2003 amounted to NOK 75.7 per boe produced (NOK 79.4 in
2002). The reduction was primarily due to increased production
and improved production regularity. Production costs1) exclud-
ing depreciation and net tariffs in 2003 amounted to NOK 21 per
boe. 

Exploration costs of NOK 468 million were charged to the
result in the quarter, compared to NOK 566 million in the fourth
quarter of last year. A well completed on Block 34 in Angola dur-
ing the quarter was considered commercially nonviable. In addi-
tion, due to technical problems experienced during drilling, the
exploration well on the Anaran concession in Iran was terminat-
ed prematurely. As a result, the well was sealed and related
costs were expensed. A new exploration well is planned for the
same prospect this year. Overall exploration activity was lower
than during the fourth quarter of last year. In December, Hydro

was awarded nine licenses relating to the Norwegian Oil Direc-
torate’s offer of “Awards in Predefined Areas 2003 ” in the North
Sea. Six of the licenses were awarded as operator. 

Development projects: The Ormen Lange project is on sched-
ule. The Plan for Development and Operation (PDO) was submit-
ted to the Norwegian authorities at the beginning of December
2003. The field is expected to produce significant new volumes
of gas, which are planned for sale on the UK gas market. The
field is expected to come on stream in autumn 2007. A plan for
the installation and operation of a new gas pipeline, called Lan-
geled, was submitted together with the PDO for Ormen Lange.
Langeled will transport gas from Ormen Lange to the UK via the
Sleipner gas processing center. The PDO for Oseberg Vest-
flanken was submitted and approved by the authorities during
the fourth quarter of 2003. Production on Vestflanken is expect-
ed to come on stream in the autumn of 2005. The Vigdis Exten-
sion came on stream in October, three months ahead of sched-
ule. Jasmim in Angola came on stream at the beginning of
November, while Murzuq A in Libya came on stream in October. 

Purchase and sale of fields: Hydro signed an agreement to sell
its 10 percent share in the Snøhvit field to Statoil. The transaction
will be reflected in the results after approval by the Norwegian
authorities and is expected to result in a gain of roughly NOK
100 million after tax. An agreement was also signed with Statoil
for the purchase of a two percent share in the Kristin field. The
transaction will be recorded after the agreement has been
approved by the Norwegian authorities. As a result of this agree-
ment, Hydro will own 14 percent of the Kristin field, boosting its
position on the NCS outside of the Mid-Norway area. Both
agreements result from Hydro’s strategy to optimize its oil and
gas portfolio. Approval of the agreements by the Norwegian
authorities is expected during 2004. Final approval of the sale of
Hydro’s share in the Gjøa field was not received until January
2004. This sale is expected to result in a gain of approximately
NOK 280 million after tax and will be reflected in the first quarter
2004 results.

Hydro’s remaining proved oil and gas reserves were 2,449
million barrels of oil equivalents (mboe) at the end of 2003. At
the end of 2002 the remaining proved reserves were 2,225
mboe. Hydro’s reserve replacement ratio for 2003 was 215 per-
cent, including reserves of 1 mboe relating to sold interests in
the Brage and Njord fields. The reserve replacement ratio was
216 percent excluding purchases and sales of license interests
and 141 percent for the three year average. The increase in the
reserves resulted from the reclassification of technical resources
to proved reserves in Norway, in particular Ormen Lange (336
mboe) and Vestflanken, as well as revisions of reserves relating
to producing fields. Reserve life (defined as the number of years

1) Production costs is comprised of the cost of operating fields including CO2 emission tax, insurance, gas purchase for injection, and lease costs for 
production installations, but excluding transportation tariffs, operation cost for transportation systems and depreciation. 
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6 Norsk Hydro’s preliminary results –  2003

of production from proved reserves at the present production
level) was 13 at the end of 2003; comprised of 7 years for oil
and 28 years for gas.

Hydro’s discovery and development costs amounted to NOK
23 per boe in 2003. For the three-year period 2001 to 2003, dis-
covery and development costs amounted to NOK 41 per boe,
corresponding to US dollar 5.1 per boe.

EBITDA for Exploration and Production in the fourth quarter
was NOK 7,812 million, an increase of 16 percent compared
with the same period last year. EBITDA for 2003 as a whole was
NOK 27,624 million, a 28 percent increase compared to 2002.

E N E RGY  A N D  O I L  M A R K E TI N G

Operating income for Energy and Oil Marketing in the fourth
quarter 2003 was NOK 667 million (NOK 881 million). Operating
income for 2003 was NOK 2,668 million, a decrease of approxi-
mately four percent compared with 2002.

Operating income for Power Supply and Marketing was 
NOK 363 million lower in the fourth quarter 2003 than in the
same period in 2002. The decline results from lower production,
a lower average spot price in December, and unrealized earn-
ings of roughly NOK 300 million included in income in the fourth
quarter 2002. Power production in the fourth quarter 2003 was
2.0 TWh, 17 percent lower than in the corresponding period in
the previous year. Power production in 2003 was 7.5 TWh, 
27 percent lower than 2002, and approximately 12 percent lower
than normal. 

Operating income for the Gas activities improved by NOK 236
million in the fourth quarter compared with the same period in
the prior year. Results for Gas Supply and Marketing operations
increased by NOK 93 million primarily as a result of improved
trading results. Gas Infrastructure activities generated NOK 143
million of improved results mainly due to higher tariff revenues
resulting from increased volumes of gas transported through the
system as well as reduced depreciation resulting from the
extended license period for a number of gas pipelines following
the establishment of Gassled in January 2003. 

Operating income from Oil Trading and Refining fell by NOK
51 million in the fourth quarter 2003 compared with the same
period last year, mainly due to lower trading results. Refining
margins improved during 2003, averaging approximately USD
4.1 per barrel compared with USD 2.2 per barrel in 2002. Refin-
ing margins in the fourth quarter of 2003 was on the same level
as the average for the year as a whole. Operating activities relat-
ing to the Scanraff refinery are reflected in the results for the
period up until 17 December 2003. 

Operating income for Oil Marketing increased by NOK 19 mil-
lion in the fourth quarter 2003 compared with the fourth quarter
2002. For 2003 as a whole, operating income fell by NOK 84 mil-
lion compared with 2002. During 2003, Oil Marketing incurred an
inventory loss of NOK 41 million compared with a gain of NOK
47 million in 2002. 

EBITDA for Energy and Oil Marketing was NOK 1,331 million
in the fourth quarter 2003, representing an increase of 18 per-
cent compared with the same period last year. EBITDA for 2003
as a whole was NOK 4,226 million, an increase of 14 percent
compared with 2002. The sale of the Scanraff refinery resulted in
a gain of NOK 490 million. The results for 2003 also include a
pre-tax gain of NOK 326 million resulting from the disposal of
Hydro’s ownership interests in Sundsfjord Kraft ANS, in return for
20.2 percent of the shares in SKS Produksjon AS during the
second quarter. A gasoline price war in Denmark has had a
considerably negative effect on results for Hydro Texaco for the
quarter. 
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Aluminium’s operating income for the quarter was NOK 709
million (NOK 230 million). Excluding infrequent items in both
periods, operating income was NOK 678 million, an improve-
ment of NOK 407 million compared to the fourth quarter of 2002.
Increased margins and volumes were the main reasons for the
improvement. 

Higher aluminium prices for Metals and increased volumes of
higher margin products in Rolled Products lead to improved
margins. Volumes were higher as a result of increased produc-
tion capacity in Metals and Automotive as well as better market
conditions for extruded products in Europe. Results benefited
from improvement programs that exceeded targets. Savings
were offset however, by higher fixed costs and depreciation
mainly relating to the ramp up of new activities. Fourth quarter
operating income was positively impacted by net changes 
to provisions, including the settlement of several claims of 
NOK 122 million. Aluminium’s results were negatively impacted

by lower average USD to NOK compared to the fourth quarter of
2002 affecting realized aluminium prices. This was partly offset
by translation effects of a stronger EUR to NOK for subsidiaries
in Europe.

Western World shipments of primary metal grew an estimated
4.6 percent for 2003 compared to the same period last year
while production increased an estimated 3.1 percent. Reported
inventories at the end of the year were about three percent
(100,000 tonnes) higher than at the end of 2002. The average
market price for aluminium (LME 3 monthly average) was USD
1,521 per tonne for the fourth quarter 2003, which was USD 163
per tonne higher than the corresponding period last year. This
was up seven percent from the previous quarter. 

Total European consumption for Rolled Products declined but
there were more positive signs in the North American market.
Demand strengthened somewhat for extruded products.

HYD RO  A LUM I N I UM

Operating income (loss)
Fourth quarter Year

NOK million 2003 2002 2003 2002 
Metals 608 425 2,293 1,690 
Rolled Products 61 (187) 132 (295)
Extrusion and Automotive 60 (29) 98 14 
Other and eliminations1) (20) 21 (67) 289 
Total 709 230 2,456 1,698 

EBITDA
Fourth quarter Year

NOK million 2003 2002 2003 2002 
Metals 1,136 964 4,298 2,703 
Rolled Products 268 47 835 258 
Extrusion and Automotive 426 285 1,432 1,084 
Other and eliminations (21) 20 (67) 289 
Total 1,809 1,316 6,498 4,334

Fourth quarter Year
2003 2002 2003 20022)

Aluminium price LME (USD/tonne) 1,488 1,343 1,440 1,372 
USD/NOK, realized 3) 7.10 7.49 7.25 8.21 
Primary production (Kmt) 388 349 1,473 1,253 

1) Includes urealised gains and losses on LME-contracts. The effects of these contracts are included in the results for the segment when realized.
2) Revised figures to include hedges.
3) Difference between realized excahnge rate and spot rate at the date of transaction is reported as currency gain/loss (excluding hedge contracts) 

and not included in EBITDA.

The Aluminium business area is comprised of the sub-segments Metals (Primary Metals and Metal Products), Rolled Products, and Extrusion and Automotive
(including the North America unit). During the first quarter of 2002, Hydro acquired VAW Aluminium and Technal. Hydro’s consolidated results include the
operating results of VAW as of 15 March 2002 and Technal, as of 26 January 2002. 
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2) See discussion on Non-GAAP Measures of Financial Performance on page 20 of this report. 

3) Infrequent charges split by segment for the fourth quarter of 2003 (and for the year 2003) were: Metals NOK 0 million (gain of NOK 19 million); Rolled
Products charge of NOK 37 million (NOK 71 million); and Extrusion and Automotive gain of NOK 68 million (charge of NOK 42 million). 
The main infrequent charges in the fourth quarter of 2003 included demanning and rationalization costs of approximately NOK 46 million and a reversal of an
accrual for a litigation settlement of NOK 77 million. Infrequent items for the year of 2003 were NOK 140 million (USD 20 million) related to the loan loss provi-
sion on a subordinated loan provided to Goldendale Aluminium Inc., the fourth quarter accrual reversal of the litigation settlement of NOK 77 million, deman-
ning and rationalization cost of NOK 90 million and the reversal of an environmental accrual of NOK 59 million. 

4) Infrequent charges (including restructuring) impacting operating income for the fourth quarter of 2002 were NOK 41 million (NOK 708 million for the year
2002). The costs mainly relate to manning reductions in connection with the improvement programs, VAW integration costs and higher cost of goods sold
from VAW inventories due to the fair value adjustment as of the acquisition date. Metals downwardly revised restructuring accruals related to Magnesium
resulting in a gain of NOK 10 million for 2002. 
Infrequent charges split by segment for the forth quarter of 2002 (and for the year 2002) were: Metals charge of NOK 76 million (NOK 348 million); 
Rolled Products gain of NOK 12 million (charge of NOK 223 million) and Extrusion and Automotive gain of NOK 23 million (charge of NOK 137 million). 

Improvement programs were initiated in 2001 and 2002 to
improve operating results, including reductions of annual costs,
by NOK 2.5 billion compared to the combined cost level of VAW
and Hydro Aluminium businesses in 2001. The target was
achieved, and the full year effect for 2004 is expected to be in
line with the target of NOK 2.5 billion. The accumulated cost of
the program was NOK 1,166 million (NOK 85 million for the
fourth quarter and NOK 176 million for 2003) which was NOK
397 million below the original cost estimate.

Infrequent items2) : In order to better understand Hydro Alu-
minium’s underlying performance, in the discussion below, oper-
ating income has been adjusted for certain items referred to as
infrequent items (see discussion on Non-GAAP Measures of
Financial Performance on page 20 of this report). 

Net infrequent items in the fourth quarter of 20033) amounted to
a gain of NOK 31 million while NOK 94 million of infrequent
items were charged for the year4) as a whole. 

Operating income for the full year, excluding new business
and infrequent items, declined approximately NOK 143 million.
Margins, excluding the effect of hedge programs, were approxi-
mately NOK 560 million lower compared with 2002. Margins
improved for Rolled Products and Extrusion but were weaker for
Metals and Automotive. During 2003, aluminium prices meas-
ured in Norwegian kroner fell by seven percent compared with
2002. As a result, margins were substantially weaker in Metals
compared to 2002 reducing results by approximately NOK 760
million. The decline was offset by contribution from hedges and
higher trading results. However, higher fixed cost and deprecia-
tion from ramp up of new production capacity and unrealized
losses on LME contracts, more than offset the savings from
improvement programs and the contribution from increased
volumes. 

EBITDA for the fourth quarter of 2003 was NOK 1,809 million,
an increase of NOK 493 million compared to the same period
last year. EBITDA was influenced by an unrealized currency gain

of NOK 10 million in the fourth quarter of 2003 compared to
NOK 165 million for the same period of 2002 relating to Alunorte
in Brazil. Excluding infrequent items and the currency effects
related to Alunorte, EBITDA improved NOK 576 million for the
fourth quarter.

EBITDA for 2003 was higher than the same period last year
largely due to the inclusion of VAW for the entire period of 2003
and due to lower infrequent items. Unrealized currency gains
relating to Alunorte were NOK 218 million for 2003 compared to
a loss of NOK 461 million for 2002. 

Factors affecting developments in the short-term outlook:
Economic indicators are increasingly positive for 2004, however,
they continue to lead physical indicators (such as increased
order and shipment levels). Europe market sentiment is positive
but lags in relation to US indicators. The outlook for Asia remains
strong. 

It is expected project that Western World shipments of primary
aluminium will increase five percent, equivalent to approximately
1,200,000 tonnes in 2004 compared to 2003. Western World
production is expected to increase by 700,000 tonnes in 2004.
This is expected to improve the market balance. However,
difficulties in projecting the development in China adds to the
uncertainty on a global basis.

Consumption of flat rolled, extruded and automotive products is
expected to grow compared to 2003. Projections for 2004 as a
whole vary from around 2 to 3.5 percent depending on product
and market. 

Due to cost level and currency, Hydro’s European smelters
face challenges in reaching acceptable profitability. Hydro is in
process of reviewing the competitive position of these smelters
and individual under-performing units to identify improvement
measures. It is not possible at this time to predict the possible
improvement potential, timing or associated rationalization costs
that maybe incurred.
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M E TA LS

Operating income for the fourth quarter was NOK 608 million
(NOK 425 million). Adjusted for infrequent items, operating
income increased by NOK 107 million. The increase was mainly
due to higher volumes and margins. Margins rose principally
due to higher aluminium prices compared to the fourth quarter
of 2002. Much of the remaining variance is attributable to new
capacity coming on stream. The positive contribution of volumes
was offset by increased fixed cost and higher depreciation
mainly related to the start of new production capacity for primary
metal. 

For the fourth quarter of 2003, Hydro’s realized aluminium
price strengthened to USD 1,488 per tonne compared to USD
1,343 per tonne for the same quarter of 2002. The realized NOK
/ USD exchange rate declined by five percent to NOK 7.10 over
the same period. Measured in Norwegian kroner, the realized
aluminium price improved by approximately five percent. The
realized price and exchange rates include the effect of hedges.

Excluding hedges, improved margins contributed approxi-
mately NOK 115 million for the fourth quarter of 2003 compared
with the corresponding period of 2002. Product premiums (par-
ticularly for extrusion ingot) were higher in USD but roughly
unchanged stated in Norwegian kroner. In addition to higher
aluminium prices, stronger magnesium margins as well as a one
time positive adjustment to tolling fees of NOK 34 million were
the major sources of improvement.

Realized effects of hedges, which are comprised of LME future
contracts and US dollar forward contracts, positively impacted
the results by about NOK 70 million in the fourth quarter of 2003.
LME future contracts relating to Sunndal are spread evenly over
the quarters while the amounts of US dollar forward contracts
vary by quarter. 

Volumes for Hydro’s primary metal increased approximately 
11 percent reflecting the new capacity from Sunndal. Deprecia-
tion rose principally for the same reason but also included a
write down of assets of NOK 20 million. 

Fixed costs increased approximately NOK 68 million compared
to the fourth quarter 2002 mainly due to the start up of new
capacity and rationalization costs. A litigation claim was settled
in the fourth quarter of 2003. As a result, an accrual of approxi-
mately NOK 32 million was reversed. 

Realized operating results for trading activities were approxi-
mately NOK 49 million higher compared to the fourth quarter of
2002. This was mainly due to the positive impact of a stronger
EUR/USD exchange rate. 

Operating income for 2003 amounted to NOK 2,293 million
(NOK 1,690 million). Excluding VAW activities for the first quarter,
restructuring and infrequent items, operating income weakened
by NOK 69 million. The picture for the year as a whole was sub-
stantially different than for the fourth quarter. The effect of the 12
percent lower realized NOK / USD exchange rates substantially
exceeded the five percent improvement in realized aluminium
prices and higher product premiums. Resulting lower net mar-
gins reduced operating income by about NOK 760 million com-
pared with 2002. However, this was mitigated by positive effects
from hedges (NOK 323 million) and improved trading results
(NOK 460 million). The total realized gain on hedges was NOK
476 million for 2003 of which the Sunndal hedge contributed
about NOK 240 million. Trading results improved mainly due to
currency gains. Improvement resulting from higher sales vol-
umes was largely offset by higher fixed cost and depreciation. 

EBITDA for Metals in the fourth quarter of 2003 was NOK
1,136 million (NOK 964 million). Excluding infrequent items and
the currency effects for Alunorte, EBITDA increased by NOK 251
million. EBITDA for 2003 was also higher than in the correspon-
ding period last year. Excluding VAW activities for the first quar-
ter, infrequent items and currency effects for Alunorte, EBITDA
was NOK 3,587 million (NOK 3,447 million). 

Hydro’s expansion projects are progressing according to plan
and within budget. The expansion project for the aluminium
plant in Sunndal, Norway, has now started up the first two sec-
tions of the new capacity and the remainder is planned to be
phased in with completion in the autumn of 2004. 

Hydro sold its interest in the aluminium recycling plant, IMCO in
Germany. The sale had no material income statement effect. 

In the third quarter of 2003, Hydro announced that production
facilities using Søderberg technology in its primary aluminium
plants at Årdal and Høyanger in Norway would be closed at the
latest by the end of 2006 due to new emission standards. A proj-
ect to evaluate the impact of the closures on manning, restruc-
turing and other sustainability issues relating to the locations
was established. Further work in 2004 will be required to deter-
mine timing and implications of this improvement program.

RO L L E D  P RO D U C TS  

Operating income for Rolled Products was NOK 61 million for
the fourth quarter of 2003, an improvement of NOK 248 million
from the same period of last year. Excluding infrequent items,
operating income was NOK 98 million compared with a loss of
NOK 199 million in the fourth quarter of 2002. Improved margins
were the main factor underlying the improvement, however,
costs were also positively influenced by the reversal of accruals
for resolved claims of approximately NOK 92 million. 
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Difficult market conditions continued in Europe. Consumption
of rolled products in Europe fell, according to CRU International
Ltd by about six percent compared to the fourth quarter of
2002. The US market was stronger with an increase in con-
sumption of slightly less than five percent for the quarter.
However, the stronger Euro compared to USD placed a dis-
advantage on producers outside the US.

Rolled Products margins increased, contributing NOK 276
million to operating income above that in the same quarter of
2002. Due to the rise in metal prices, inventory gains were NOK
37 million in fourth quarter of 2003 compared with a loss of
NOK 94 million in 2002. Increased volumes of higher margin
products explains the majority of the remaining improvement.
The increase reflects Hydro’s strategy to emphasize the produc-
tion of higher margin products from its rolling mills. 

Rolled Products shipment volumes in the fourth quarter were
substantially unchanged for flat rolled products but improved for
wire rod. 

Operating income for 2003 was NOK 132 million compared to
a loss of NOK 295 million in the same period last year. Approxi-
mately NOK 10 million of the increase in operating income
results from the inclusion of the activities of former VAW, which
were not consolidated for the entire period of 2002. Excluding
infrequent items, operating income was NOK 203 million, an
improvement of NOK 275 million. Improved margins positively
impact results by approximately NOK 240 million compared with
2002. Inventory losses declined from about NOK 200 million for
2002 to approximately NOK 120 million in 2003. Higher margins
from an improved product mix more than offset price pressure
on lower value added products and the negative impact on
export sales due to the strengthening of the EURO to USD.
Increased shipments, partly due to the ramp up of new capaci-
ty, contributed positively to results.

EBITDA for Rolled Products for the fourth quarter of 2003 was
NOK 268 million compared to NOK 47 million for the same
quarter in the previous year. For 2003, EBITDA was NOK 835
million (NOK 258 million). Excluding infrequent items, EBITDA
was NOK 906 million (NOK 481 million), an improvement of
NOK 425 million. Approximately NOK 112 million of this
improvement results from the inclusion of the activities of former
VAW, which were not consolidated for the entire period of 2002.

EXTR U S I O N  A N D  AUTOM OTI V E

Operating income for Extrusion and Automotive for the fourth
quarter was NOK 60 million, compared to an operating loss of
NOK 29 million for the same period in 2002. Adjusted for infre-
quent items, the operating loss was NOK 8 million compared

with a loss of NOK 52 million in the fourth quarter of 2002. The
improvement was principally due to better results for Extrusion
operations in Europe while results for Automotive weakened and
are still negative. Results were influenced by a write down of
NOK 16 million of assets arising from an improvement program
to turn around under-performing units.

The overall market for general extrusion in Europe improved
during the fourth quarter. CRU reported an estimated increase
in apparent consumption of 2.8 percent for the fourth quarter of
2003. However, the building and construction market in Ger-
many remained difficult resulting in pressure on volumes. For
extruded products in North America, CRU reported increases in
apparent consumption of about five percent. Global light vehi-
cle sales were reported to be approximately 0.5 percent higher
than in the fourth quarter of 2002. However, Western European
and North American automotive markets lagged behind the
global averages. 

In total, the contribution to results from margins was flat
compared to the fourth quarter of 2002. For Extrusion opera-
tions in Europe, margins were at about the same level meas-
ured in Euro, but reflected a positive variance when reported in
NOK. Due to price pressure, product mix differences and some
cost pressure, margins declined for both the North American
extrusion operation and Automotive.

Total volumes in the fourth quarter of 2003 increased com-
pared to 2002 principally due to higher extrusion shipments in
Europe and the ramp up of shipments on Automotive contracts.
For North American operations, shipments were marginally
higher. The increased volumes positively impacted results by
approximately NOK 125 million compared to the same period
last year. 

Fixed costs increased in the fourth quarter by about NOK 70
million. Measured in local currencies however, fixed costs for
extrusion activities declined reflecting cost savings in sales and
administration activities related to improvement programs and
savings related to the closure of activities in 2002. Fixed costs
increased relating to Automotive activities due to higher
production. 

Depreciation expense increased NOK 43 million in fourth
quarter due to increased production capacity and a write down
of NOK 16 million relating to Automotive fixed assets.

Operating income for 2003 was NOK 98 million (NOK 14 mil-
lion). Excluding the variance relating to VAW and Technal, for
the first quarter of 2003 and infrequent items, operating income
was NOK 148 million (NOK 151 million). Volumes increased in
2003 largely due to ramp up of automotive contracts. European
extrusion shipments increased while volumes for Hydro’s
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Building systems and North American operations declined due
to lower demand. The positive effect of increased volumes was
offset by the higher total costs and depreciation expense.
Depreciation expense increased in part due to Automotive
asset write-downs of approximately NOK 80 million. 

EBITDA for Extrusion and Automotive for the fourth quarter of
2003 was NOK 426 million (NOK 285 million). Excluding infre-
quent items, EBITDA for the fourth quarter was NOK 358 million
(NOK 262 million). EBITDA for 2003, excluding the VAW and
Technal variance for the first quarter of 2003 and infrequent
items, increased by NOK 191 million. 

During the quarter, Hydro’s automotive operations strength-
ened its position by concluding an important agreement relating
to delivery of rear bumper components for the Citroen Picasso.

Deliveries are scheduled to begin in 2006, and volume is
expected to be 300,000 parts annually.

An investment in a greenfield plant for Automotive precision
tubing products was approved in the fourth quarter. The plant
will be built in the strategically important market of China. 
Total investment is estimated to NOK 150 million, and start up is
expected to be in 2005. 

Technal, one of Extrusion’s three primary building system’s
brands, has been selected as the supplier of aluminium build-
ing solutions for several new sports stadiums in Portugal.
Portugal is hosting the 2004 European Football Championship
and is in process of building a number of state-of-the-art foot-
ball stadiums for the event.

HYD RO  AG R I

Fourth quarter Year
NOK million 2003 2002 2003 2002 

Operating income 907 209 2,800 2,207 

EBITDA 1,484 645 4,748 3,945 

Fourth quarter Year
Sales including third party products (1,000 tonnes) 1) 2) 2003 2002 2003 2002
Europe 3,021 2,768 11,474 11,055 
Outside Europe 2,624 2,574 10,733 11,131 
Total 5,645 5,342 22,206 22,186 

Hydro's own production from Europe 3,295 2,843 12,849 12,037

1) Sales volume includes fertilizer products and nitrogen products for technical use.
2) The base for Agri sales volumes was revised during 4Q 2003 leading to the inclusion of products previously not reported in sales volumes (e.g. nitric acid),

and changed practice with respect to reporting liquid volumes on dry raw material basis in the industrial segment.
This led to an increase in the volume base for 2002 of approximately 500,000 tonnes.

Agri’s operating income amounted to NOK 907 million in the
fourth quarter, an increase of NOK 698 million compared to
fourth quarter 2002. Operating income for the year was NOK
2,800 million, NOK 593 million higher than the year before. A
strong development in nitrogen fertilizer prices in the fourth
quarter led to record results both for the quarter and the year in
total despite negative currency effects and higher energy costs.

Nitrogen fertilizer prices continued the strong increase in the
fourth quarter. The average urea price fob Arab Gulf during the

fourth quarter was USD 168 per tonne, an increase of 46 per-
cent compared to the same quarter last year. The urea price
increase was driven primarily by increased global demand and
continued production cutbacks in the US due to high gas prices.
Ammonia prices reached an average fourth quarter price of 241
USD fob Trinidad, a 67 percent increase compared to fourth
quarter 2002. The positive nitrogen price trend also affected the
European nitrate prices. Compared to fourth quarter last year,
the CAN price was 38 percent higher measured in USD, while
prices in Euro increased by 16 percent.
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The analyses of variances between 2003 and 2002 both for the
fourth quarter and the year discussed below, include certain
assumptions with regard to currencies, prices, volumes, gas
costs and other factors, primarily to isolate effects of currency
movements, which is considered necessary to better understand
the development in the business. These assumptions are active-
ly used by management to follow up the business. 

In total, higher prices measured in US dollars improved oper-
ating income by about NOK 950 million compared to the same
quarter last year. The high prices had a substantial impact on
Agri’s results, partly due to the positive effect of its natural long
position (own produced products) in a rising market as well as
stronger margins on sales of externally sourced products. High-
er gas and oil prices in Europe increased costs for Agri by
approximately NOK 200 million compared to fourth quarter last
year. The appreciation of the NOK and Euro against the USD
had a negative influence on operating income by approximately
NOK 100 million. The positive volume effect for the quarter was
about NOK 140 million.

Agri’s total sales volume in the fourth quarter was approxi-
mately six percent higher than fourth quarter last year, despite the
exit from low-margin sales in the phosphate fertilizer market in
connection with the divestment of Farmland Hydro last year. For
the year as a whole, sales were unchanged. Sales of own pro-
duced products from Europe were up 16 percent compared to
fourth quarter last year and up seven percent for the year in total.

In Europe, Agri’s fourth quarter sales volume was approxi-
mately nine percent higher than the same quarter last year and
about four percent higher for the year in total. West European
fertilizer imports increased as a result of the increased relative
attractiveness of the West European market. Imports into the
West European market increased to a level of approximately 
26 percent, which is close to the level experienced 2 years ago.
Total nitrogen deliveries in West Europe were up approximately
12 percent compared to the fourth quarter last year and 6 per-
cent for the full year. Due to the strong increase in prices, many
customers made their purchases early in the season. The annual
increase in volumes for 2003 compared to 2002 should be
viewed in connection with low sales in the second half of 2002,
when some sales were delayed into 2003.

Outside Europe, Agri’s sales volume increased about two per-
cent during the fourth quarter compared to the fourth quarter of
2002. Sales volumes increased for the year as a whole exclud-
ing the effect of the Farmland Hydro divestment in 2002. During
2003, Brazil became, for the first time, Agri’s largest national
fertilizer market in terms of revenues and volumes with sales of
more than 2 million tonnes. Results in Africa, Latin America and
Asia were at a higher level than last year, while North America
delivered somewhat lower but satisfactory results. 

The industrial segment (Hydro Gases and Chemicals) deliv-
ered a stronger fourth quarter this year with an operating income
of NOK 97 million (NOK 48 million) despite increased raw mate-
rial costs. EBITDA was NOK 154 million (NOK 131 million). For
the year in total, operating income was NOK 447 million, a
reduction of NOK 60 million compared to last year. The reduc-
tion was due to the increase in ammonia prices. Ammonia is an
important input cost to the industrial segment and increased raw
material costs normally represent reduced margins in the short
term. Sales volume continued to grow both for nitrogen chemi-
cals, industrial gases and environmental products. 

Productivity in Agri increased as a result of improvements in
the European production system, increasing production by
almost 600 kilotonnes of finished fertilizers compared to the pre-
vious year. The improvement contributed to a 6 percent reduc-
tion in fixed cost per tonne for the year. Total fixed costs for Agri
were unchanged in nominal terms on a comparable basis. Net
operating capital productivity measured as capital turnover days
improved by 13 percent compared to 2002; however, the
absolute level increased due to the increase in fertilizer and
ammonia prices.

EBITDA for the fourth quarter of 2003 amounted to NOK 1,484
million (NOK 645 million). Positive price developments in the
fourth quarter of around NOK 1,000 million (including effects in
non-consolidated investees) were partly offset by negative cur-
rency effects of about NOK 130 million and higher energy costs
of approximately NOK 200 million. The positive volume effect for
the quarter was about NOK 140 million. We estimate that
approximately NOK 130 million of the positive price effect is
related to inventory and natural long position gains, mostly within
the ammonia area.

EBITDA for the year was NOK 4,748 million (NOK 3,945 mil-
lion). Compared to last year the result was influenced by a posi-
tive price effect of approximately NOK 2,900 million (including
effects in non-consolidated investees) and negative effects from
changes in exchange rates (approximately NOK 850 million) and
energy prices (approximately NOK 1,200 million). The positive
volume effect for the year was about NOK 150 million. The esti-
mated effect of the stronger prices experienced throughout 2003
on Agri’s long position in own produced product are approxi-
mately of NOK 300 million. 

Factors influencing the short-term outlook: In the second half
of January 2004, the urea price has dropped somewhat from the
very high levels seen in the fourth quarter. European fertilizer
producers’ stocks are now lower than normal due to the large
sales volumes in the second half of 2003, and it is not unlikely
that demand will be lower than usual during the remainder of the
season (first half of 2004). The global market balance for fertiliz-
ers is expected to be favourable.
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OTH E R  ACTI V ITI E S

Operating Income (loss)
Fourth quarter Year

NOK million 2003 2002 2003 2002 
Petrochemicals 28 (64) (8) (35)
Other (18) 84 (406) 48 
Total 10 20 (414) 13 

EBITDA
Fourth quarter Year

NOK million 2003 2002 2003 2002 
Petrochemicals 148 35 401 320 
Other 184 298 739 724 
Total 332 333 1,140 1,044 

P E TRO C H E M I CA LS

Operating income for Petrochemicals was a positive amount
of NOK 28 million in the fourth quarter 2003, an increase of NOK
92 million compared with the corresponding period of the previ-
ous year. The improvement was due to improved product prices
in Norwegian kroner and higher volumes.

For 2003 as a whole, Petrochemicals incurred an operating loss
in the amount of NOK 8 million, representing an improvement of
NOK 27 million compared with 2002. EBITDA was a positive
amount of NOK 401 million, also an improvement of NOK 81 mil-
lion compared to 2002. The positive development mainly result-

ed from higher volumes and somewhat improved product prices
in Norwegian kroner for S-PVC and caustic soda, partly offset by
higher purchased raw material costs. Results from non-consoli-
dated investees were approximately NOK 60 million higher com-
pared to the same period of 2002, mainly due to higher product
prices in Asia, which is the main market for the Qatar Vinyl Com-
pany.

In March 2003 Norsk Hydro’s Board of Directors approved the
construction of a new chlorine plant at Rafnes, Norway. The
investment is estimated to cost approximately NOK 1 billion. 
The expansion project started in May, and is progressing
according to plan. Start-up is expected in the autumn of 2005.

Other activities comprises Petrochemicals, Treka (formerly A/S Korn- og Foderstof Kompagniet), VAW Flexible Packaging (sold in April 2003), Pronova, 
the casualty insurance company Industriforsikring and Hydro Business Partner.

Changes in energy costs are not expected to have a signifi-
cant impact on Agri’s results in the first quarter of 2004 com-
pared with the first quarter in 2003. Energy costs for Agri’s
ammonia plants in Europe reflect fuel oil prices with an average
time lag of 4 - 5 months. This means that first quarter energy
costs will mainly reflect fuel oil prices during the third and fourth
quarter of 2003, which were roughly at the same level as one
year before. A change in exchange rates for the first quarter
compared to same quarter 2003 is expected to have a negative
EBITDA effect of some NOK 120 million, assuming that the end
December exchange rates remain unchanged for Agri’s main
currencies. 

Hydro’s Extraordinary General Meeting resolved on 15 Janu-
ary 2004 to demerge Hydro Agri. The new company will be
named Yara International ASA, and be listed on the Oslo Stock

Exchange. The company will have approximately 7,600 employ-
ees and be headquartered in Oslo where it will be among the
larger public companies in Norway. Yara has the right to use
Hydro’s former viking ship logo, which is an important fertilizer
brand. Every Hydro shareholder, at the listing date, will obtain
one Yara share for each Hydro share held. In the demerger, 80
percent of the Yara shares will be distributed to Hydro’s share-
holders. Provided that prevailing market conditions permit,
Hydro intends to sell the remaining 20 percent of the Yara
shares in an offering at the time of the consummation of the
demerger. The Yara shares to be offered by Hydro have not
been and will not be registered under the U. S. Securities Act of
1933, and may not be offered or sold in the United States
absent registration or an applicable exemption from the registra-
tion requirements of the U. S., Securities Act. 
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TR E K A

Treka consists solely of the fish feed producer Biomar. Difficult
conditions in the fish farming industry resulted in losses on bad
debt during the fourth quarter. For 2003 as a whole, losses on
bad debts as well as write downs of goodwill and intangible
assets, amounted to roughly NOK 570 million. 

P RO N OVA

Pronova signed an agreement in the quarter to sell 80.1 percent
in Pronova Biocare for NOK 165 million. The sale is expected to
result in a pre-tax gain of approximately NOK 100 million which
will be included as income in the first quarter of 2004.

CO R PO R ATE  ACTI V ITI E S  A N D  E L I M I N ATI O N S

The fourth quarter 2003 included an operating loss of NOK 483
million, compared with an operating income of NOK 153 million
in the fourth quarter of 2002. The operating loss for 2003 as a
whole was NOK 1,727 million (NOK 24 million). The loss primari-
ly reflects higher pension costs and the elimination of unrealized
gains on power purchase contracts. In addition, the 2003 result
for Corporate Activities and Eliminations includes costs of NOK
130 million linked to the demerger of Hydro Agri, charged during
the fourth quarter.

Costs relating to pensions and related employers’ social secu-
rity costs, charged to Corporate Activities and Eliminations for
the year 2003 as a whole, amounted to approximately NOK
1,146 million, compared to NOK 312 million in 2002. The
increase in 2003 primarily reflected increased pension obliga-
tions and a reduction in plan assets during 2002. The increase
in 2003 also included a non-recurring charge of roughly NOK
230 million, including employers’ social security costs, due to a
settlement loss incurred in connection with a reduction in the
number of members in certain pension plans in Norway. The
reduction in the number of members results from workforce
reductions and early retirement programs. As a consequence, a
proportionate share of unrecognized net loss in these plans has
been recognized for the period. 

Hydro Energy is responsible for ensuring the supply of electrici-
ty for the company’s own consumption, and has entered into
power purchase contracts in the market and sales contracts with
other units in the Group. These contracts are recognized at mar-
ket value in Hydro Energy. For other Hydro units, the related
internal purchase contracts are regarded as normal purchase
contracts and are not recognized at market value. During the
fourth quarter, the estimated market value of the power purchase
contracts increased slightly resulting in an unrealized gain for
Hydro Energy of NOK 12 million. The elimination of the unreal-
ized gain is reflected as a negative charge to the results for
Corporate Activities and Eliminations in the fourth quarter com-
pared to a gain of NOK 612 million in the fourth quarter of 2002.
The elimination of unrealized gains for 2003 as a whole, resulted
in a charge to Corporate Activities and Eliminations of NOK 141
million (gain of NOK 612 million). The power purchase contracts
have a duration of up to 10 years and can result in significant
unrealized gains and losses, impacting on the results in future
periods. This will depend on trends in forward prices for electric-
ity and changes in the contract portfolio.

In June 2003 the Norwegian tax regulations relating to the
removal costs for oil and gas installations on the Norwegian con-
tinental shelf were amended. In accordance with earlier regula-
tions, removal costs could not be deducted when calculating
taxable income. Instead, the Norwegian state assumed a portion
of the removal costs by means of a special removal grant each
license calculated on the basis of the average tax rate incurred
by the participating companies over the license period. The new
rules permit removal costs to be deducted from taxable income.
The amendment resulted in a charge to other income of NOK
2,207 million, representing the estimated value of existing
grants. The charge has no cash effect and therefore no impact
on EBITDA. At the same time, a deferred tax asset representing
the value of the new tax deductions (calculated at 78 percent of
the accrued asset removal obligation) was included as a reduc-
tion to the tax provision for second quarter in the amount of NOK
2,380 million. The net non-recurring effect of the amended regu-
lations amounted to NOK 173 million. 
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F I N A N C E

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Interest income 285 328 1,189 1,548 
Dividends received / net gain (loss) on securities 64 6 278 (130)
Interest income and other financial income 349 334 1,467 1,418 

Interest expense (812) (767) (2,912) (3,189)
Capitalized interest 146 170 715 607 
Net foreign exchange gain (loss) 711 857 1,035 3,262 
Other (23) (37) (104) (163)
Interest expense and foreign exchange gain/(loss) 22 223 (1,266) 517 

Net financial income (expense) 371 557 201 1,935 

Net financial income for the fourth quarter was NOK 371 mil-
lion, including a currency gain of NOK 711 million. The US dollar
weakened by roughly five percent during the quarter against the
Norwegian krone and almost 10 percent against the Euro and
Australian dollar. This has resulted in currency gains on Hydro’s
net US dollar denominated debt. However, the Euro strength-
ened by roughly 2.5 percent against the Norwegian krone result-
ing in an currency loss on net Euro debt.

Net financial income for 2003 was NOK 201 million, including a
foreign exchange gain of NOK 1,035 million. During the course
of 2003, the US dollar fell by four percent against the Norwegian
krone, while the US dollar weakened considerably against other
currencies (roughly 17 percent against the Euro, and 25 percent
against the Australian dollar). The US dollar movements have
nevertheless resulted in gains on Hydro’s net US dollar denomi-
nated debt for the year as a whole. The weakness of the Norwe-
gian krone has, however, resulted in losses on, Hydro’s net Euro
denominated debt for 2003. 

Net interest bearing debt at the end of 2003 was NOK 18.5 bil-
lion, a decrease of NOK 13 billion compared to the end of 2002.
The improvement reflects both a high cash flow from operations
and the sale of businesses. 

Hydro’s debt/equity ratio, defined as net interest bearing debt
divided by equity plus minority interest, was 0.21 at the end of
2003. Including net unfunded pension obligations, after tax, and
the present value of operational leasing obligations, net interest
bearing debt divided by equity was 0.38. 

TA X

The provisions for current and deferred taxes for 2003
amounted to NOK 13,937 million, approximately 57 percent of
income before tax. This amount consists mainly of current taxes.
The equivalent figures for 2002 were NOK 13,278 million and 60
percent.

The tax percentage for 2003 was strongly influenced by the
effect of changes in the Norwegian tax regulations relating to the
costs off removing oil and gas installations from the Norwegian
continental shelf. Pre-tax income includes a negative non-recur-
ring effect of NOK 2,207 million, while the tax expense includes
a positive non-recurring effect of NOK 2,380 million. 

In its tax assessment for 2001, Norsk Hydro ASA was disallowed
a deduction for NOK 495 million in connection with tax-related
loss on interest receivable in connection with a UK subsidiary
during the period 1982 to 1988. The loss was approved for tax
deduction by the Norwegian Tax Appeal Board on 2 June 2003,
a decision which is now final. In the third quarter of 2003, tax
expense was reduced by NOK 139 million. 

Adjusted for the two effects described above, the tax provision
represented 62 percent of pre-tax income for the year. 

The high tax percent in both 2003 and 2002 is due to the fact
oil and gas activities in Norway, which account for a relatively
large part of earnings, are charged a marginal tax rate of 
78 percent.

Oslo, 16 February 2004
Board of Directors
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16 Norsk Hydro’s preliminary results –  2003

CO N D E N S E D  CO N S O L I DATE D  STATE M E NTS  O F  I N COM E

Fourth quarter Year ended
December 31

2003 2003 2002 2003 2003 2002
Million, except per share data NOK EUR1) NOK NOK EUR1) NOK
Operating revenues 44,533 5,306 44,007 171,782 20,468 167,040 
Depreciation, depletion and amortization 4,014 478 3,706 15,093 1,798 13,912 
Other operating costs 33,382 3,978 34,305 132,431 15,779 133,297 
Restructuring costs - - - - - (10)
Operating income 7,137 850 5,996 24,258 2,891 19,841 

Equity in net income of non-consolidated investees 379 45 484 1,229 146 33 
Interest income and other financial income 349 42 334 1,467 175 1,418 
Other income (loss), net 490 58 - (1,212) (145) 219 
Earnings before interest expense and tax (EBIT) 8,355 995 6,814 25,742 3,067 21,511 

Interest expense and foreign exchange gain/(loss) 22 3 223 (1,266) (151) 517 
Income before tax and minority interest 8,377 998 7,037 24,476 2,916 22,028 

Income tax expense (4,636) (552) (3,729) (13,937) (1,661) (13,278)
Minority interest 24 3 (28) 148 18 15 
Income before cumulative effect of change 

in accounting principle 3,765 449 3,280 10,687 1,273 8,765 
Cumulative effect of change in accounting principle - - - 281 34 - 
Net income 3,765 449 3,280 10,968 1,307 8,765 

Earnings per share before change 
in accounting principle (in NOK and Euro) 14.70 1.75 12.70 41.50 4.94 34.00 

Earnings per share (in NOK and Euro) 14.70 1.75 12.70 42.60 5.08 34.00 

Average number of outstanding shares 256,712,000 256,712,000 257,960,532 257,528,511 257,528,511 257,799,411 

1) Presentation in Euro is a convenience translation based on the exchange rate at December 31, 2003, which was 8.3928.
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17Norsk Hydro’s preliminary results –  2003

CO N D E N S E D  CO N S O L I DATE D  BA L A N C E  S H E E TS

Desember 31, December 31,
2003 2003 2002

Million, except per share data NOK EUR1) NOK

ASSETS

Cash and cash equivalents 15,249 1,817 5,965 
Other liquid assets 1,581 188 2,647 
Receivables 41,503 4,945 40,553 
Inventories 17,350 2,068 17,232 
Total current assets 75,683 9,018 66,397 

Property, plant and equipment, less accumulated
depreciation, depletion and amortization 114,998 13,702 112,342 

Other assets 27,948 3,330 28,472 
Total non-current assets 142,946 17,032 140,814 

Total assets 218,629 26,050 207,211 

LIABILITIES AND SHAREHOLDERS' EQUITY

Bank loans and other interest bearing short-term debt 5,569 664 7,306 
Current portion of long-term debt 1,242 148 1,958 
Other current liabilities 43,528 5,186 38,593 
Total current liabilities 50,339 5,998 47,857 

Long-term debt 28,568 3,404 30,902 
Other long-term liabilities 17,537 2,090 14,633 
Deferred tax liabilities 33,445 3,984 36,809 
Total long-term liabilities 79,550 9,478 82,344 

Minority shareholders' interest in consolidated subsidiaries 660 79 1,143 

Shareholders' equity 88,080 10,495 75,867 

Total liabilities and shareholders' equity 218,629 26,050 207,211 

Shareholders' equity per share 343.10 40.88 294.10 
Total number of outstanding shares 256,712,000 256,712,000 257,960,532 

1) Presentation in Euro is a convenience translation based on the exchange rate at December 31, 2003, which was 8.3928.
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18 Norsk Hydro’s preliminary results –  2003

CO N D E N S E D  CO N S O L I DATE D  STATE M E NTS  O F  CAS H  F LOWS

Desember 31, December 31,
2003 2003 2002

Million NOK EUR1) NOK

Operating activities:

Net income 10,968 1,307 8,765 

Adjustments:

Depreciation, depletion and amortization 15,093 1,798 13,912 

Other adjustments (1,483) (177) (892)

Net cash provided by operating activities 24,578 2,928 21,785 

Investing activities:

Purchases of property, plant and equipment (15,467) (1,843) (19,573)

Purchases of other long-term investments (1,017) (121) (18,104)

Net sales (purchases) of short-term investments 1,142 136 (1,154)

Proceeds from sales of property, plant and equipment 941 112 908 

Proceeds from sales of other long-term investments 6,561 782 1,477 

Net cash used in investing activities (7,840) (934) (36,446)

Financing activities:

Loan proceeds 298 35 707 

Principal repayments (5,342) (636) (4,196)

Ordinary shares purchased (555) (66) -

Ordinary shares issued 77 9 70 

Dividends paid (2,711) (323) (2,576)

Net cash used in financing activities (8,233) (981) (5,995)

Foreign currency effects on cash flows 779 93 (527)

Net increase (decrease) in cash and cash equivalents 9,284 1,106 (21,183)

Cash and cash equivalents at beginning of period 5,965 711 27,148 

Cash and cash equivalents at end of period 15,249 1,817 5,965 

1) Presentation in Euro is a convenience translation based on the exchange rate at December 31, 2003, which was 8.3928.
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19Norsk Hydro’s preliminary results –  2003

Hydro implemented the new accounting standard for asset
retirement obligations, such as decommissioning and asset
removal obligation of oil and gas production platforms, facilities
and pipelines [SFAS 143] beginning 1 January, 2003. The new
accounting standard requires that the fair value of future asset
retirement obligations be recorded in the Company’s balance
sheet in the period it is incurred; accordingly, obligations for oil
and gas installations should be recognized at the start of pro-
duction. Asset retirement costs are capitalized as part of the
asset’s original cost and depreciated over the asset’s useful life,
while changes to the present value of the obligations are
charged to earnings. As a result of the new accounting stan-
dard, a positive after-tax effect of NOK 310 million was recorded
as “cumulative effect of change in accounting principles” in the
Company’s results of the first quarter of 2003. The changes also
resulted in an increase in the capitalized value of fixed assets by
NOK 1,101 million. The increase in the original cost of fixed
assets was NOK 1,932 million and related accumulated depreci-

ation was NOK 831 million. In addition, liabilities for asset retire-
ment obligations increased NOK 2,418 million to NOK 4,549 mil-
lion, and the deferred tax obligation increased NOK 465 million.
Up to 27 June, 2003, the Norwegian State’s share of removal
obligation was covered by way of grant. This was accounted for
as a long-term receivable of NOK 2,092 million. 

On 27 June the tax regulation relating to the removal cost for oil
and gas instalations on the Norwegian continental shelf were
amended, as described on page 14.

The following table reconciles the reported net income, reported
earnings per share and asset retirement obligations to that
which would have resulted for the three months ended 
31 March, 2002 and for the year ended 31 December, 2002,
assuming SFAS 143 were adopted 1 January, 2002. 

C H A N G E  I N  ACCO U NTI N G  P R I N C I P L E S

C H A N G E S  I N  S H A R E H O L D E R S ’ E Q U IT Y

Year
NOK million 2003 2002 
Shareholders’ equity at beginning of period 75,867 74,793 
Net income 10,968 8,765 
Dividend declared and paid (2,711) (2,576)
Foreign currency translation, net 4,856 (7,207)
Hedge of net investment and cash flow hedge (298) 2,312 
Other items recorded directly to shareholders’ equity (113) (354)
Reissue (purchase) of treasury stock (489) 134 
Shareholders’ equity at end of period 88,080 75,867 

All figures are based on generally accepted accounting principles in the United States (US GAAP) unless otherwise stated.
Hydro’s accounting principles are included in its 2002 Annual Report. The principles are similar for the interim accounts, with the exception of the new 
accounting standards implemented on 1 January, 2003 in accordance with the description in the 2002 Annual Report and in this Report.
Interim figures and year end figures for 2003 are unaudited.

A S S E T  R E TI R E M E NT  O B L I GATI O N S

Fourth quarter Year
NOK million, except per share data 1.1.2002 2002 2002
Reported net income 3,280 8,765 
Depreciation change (after tax) (21) (56)
Pro forma net income 3,259 8,709 

Reported earnings per share 12.70 34.00 
Depreciation change earnings per share (0.10) (0.20)
Pro forma earnings per share 12.60 33.80 

Pro forma Asset Retirement Obligations 4,268 4,549 4,549 

47701 kv_4.03E  14.02.04  01:32  Side 19



20 Norsk Hydro’s preliminary results –  2003

Hydro Energy has changed its accounting treatment for 
certain energy contracts in accordance with EITF 02-3, which
changes recognition and reporting of gains and losses on 
energy contracts. As of January 1, 2003, this standard requires
energy contracts that are not derivatives to be recorded at the
lower of historical cost and fair value. Certain of these contracts
were previously accounted for at their market value. The change
in accounting treatment resulted in an after-tax charge of 
NOK 29 million to cumulative change in accounting principles.

Consolidation of Variable Interest Entities
Issued in January 2003 and revised in December 2003, FASB
Interpretation 46 “Consolidation of Variable Interest Entities” 
(FIN 46R) clarifies the application of Accounting Research Bul-
letin No. 51, Consolidated Final Statements, to certain entities in
which equity investors do not have the characteristics of a con-

trolling financial interest or do not have sufficient equity at risk
for the entity to finance its activities without additional subordi-
nated financial support (variable interest entities or VIE’s). The
Interpretation provides guidance for determining which party
retains the controlling financial interest when the controlling
financial interest is achieved through arrangements other that
voting interests. As Hydro does not have an controlling interest
in so called Special Purpose Entities, or VIE’s created since Jan-
uary 31, 2003, application of the Interpretation is required in its
financial statement ending March 31, 2004. Hydro is currently in
the process of evaluating existing arrangements that are not
Special Purpose Entities to determine if they are variable interest
entities. 

The U.S. Securities and Exchange Commission recently adopt-
ed regulations, effective as of March 28, 2003, governing the
use of “non-GAAP financial measures.” Non-GAAP financial
measures are defined in the regulations to include financial
measures that either exclude or include amounts that are not
excluded from or included in the most directly comparable
measure calculated and presented in accordance with GAAP.
EBITDA is considered such a measure.

In the discussion on operating results, Hydro refers to certain
non-GAAP financial measures, including cash return on gross
investment (CROGI), EBITDA, and Operating income excluding
infrequent or non-recurring items. Hydro’s management makes
regular use of these measures to evaluate its performance, both
in absolute terms and comparatively from period to period.
These measures are viewed by management as providing a bet-
ter understanding – for management and investors of: 

• The rate of return on investments over time, for Hydro 
and in each of its capital intensive businesses

• The operating results of the group and its business 
segments Hydro manages long-term debt and taxes 
on a group basis. 

Therefore, net income and certain other result measures are
discussed only for the group as a whole.

Hydro also measure CROGI based on a long-term price
assumptions (referred to as normalized prices). This is in order
to not place undue importance on such variables as historically

high or low prices of its commodity products, and the effects of
changes in currency exchange rates. 

Hydro’s steering model, referred to as Value-Based Manage-
ment, reflects managements focus on cash flow-based perform-
ance indicators. EBITDA, which Hydro defines as income/(loss)
before tax, interest expense, depreciation, amortization and
write-downs is an approximation of cash flow from operations
before tax. EBITDA is a measure that includes in addition to
operating income, interest income and other financial income, 
results from non-consolidated investees and gains and losses
on sales of activities classified as "Other income, net" in the
income statement. It excludes depreciation, write-downs and
amortization, as well as amortization of excess values in non-
consolidated investees. Hydro’s definition of EBITDA may differ
from that of other companies.

EBITDA should not be considered as an alternative to operating
income and income before taxes as an indicator of the compa-
ny's operations in accordance with generally accepted account-
ing principles. Nor is EBITDA an alternative to cash flow from
operating activities in accordance with generally accepted
accounting principles.

EBITDA for the core business areas are presented in the table
below, in addition to a reconciliation of EBITDA to net income at
the Company level. A reconciliation of EBITDA to operating
income for the core business areas and sub-segments is pre-
sented on page 26 of this report.

U S E  O F  N O N - GA A P  F I N A N C I A L  M EA S U R E S
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21Norsk Hydro’s preliminary results –  2003

R E CO N C I L I ATI O N  O F  O P E R ATI N G  I N COM E  TO  G RO S S  CAS H  F LOW

NOK million 2003 2002

Operating Income 24,258 19,841 
Equity in net income non-consolidated investees 1,229 33 
Interest Income 1,147 1,515 
Net gain/(loss) on securities 183 (269)
Dividends received 137 172 
Other Income (1,212) 219 
Depreciation, depletion and amortization 1) 17,299 13,912 
Amortization of excess value for non-consolidated investees 212 235 
EBITDA 43,253 35,658 
Tax expense (16,144) (13,278)
Gross Cash Flow 27,109 22,380 

1) Includes non-cash charge relating to an expected state grant pertaining to an asset removal obligation of NOK 2,207 million.

R E CO N C I L I ATI O N  O F  TOTA L  A S S E TS  TO  G RO S S  I N V E STM E NTS

NOK million 2003 2002
Total Assets 218,629 207,211 
Deferred Tax Assets (2,117) (4,110)
Other Current Liabilities (42,890) (38,331)
Accumulated Depreciation PP&E 111,914 99,217 
Accumulated Depreciation Goodwill and 

Intangible Assets 2,714 2,284 
Accumulated Amortization of Goodwill and

Excess Value in Non-consolidated Investees 569 406 
Other (1,231) (1,281)
Gross Investments 287,588 265,396
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R E CO N C I L I ATI O N  TO  N E T  I N COM E

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Hydro Oil & Energy 9,139 7,887 31,826 25,340 
Hydro Aluminium 1,809 1,316 6,498 4,334 
Hydro Agri 1,484 645 4,748 3,945 
Other Activities 332 333 1,140 1,044 
Corporate and Eliminations (366) 274 (959) 995 
Total EBITDA 1) 12,398 10,455 43,253 35,658 
Depreciation, depletion and amortization (4,014) (3,706) (15,093) (13,912)
Amortization of excess values in non-consolidated investees (29) 65 (211) (235)
Other income (expense) non-cash 2) - - (2,207) - 
Interest expense (812) (767) (2,912) (3,189)
Capitalized interest 146 170 715 607 
Net foreign exchange gain/(loss) 711 857 1,035 3,262 
Other financial items (23) (37) (104) (163)
Income before tax and minority interest 8,377 7,037 24,476 22,028 
Income tax expense (4,636) (3,729) (13,937) (13,278)
Minority interest 24 (28) 148 15 
Income before cumulative effect of change 

in accounting principle 3,765 3,280 10,687 8,765 
Cumulative effect of change in accounting principle - - 281 - 
Net income 3,765 3,280 10,968 8,765 

1) EBITDA: Earnings Before Interest, Taxes, Depreciation and Amotization.
2) The amount relates to the reversal of an expected state grant pertaining to an asset removal obligation.

EBITDA information by segment in each of the core business areas, as well as explanation of the financial performance of each segment, is included in the pres-
entation of the business areas.

N O N - R E C U R R I N G  O R  I N F R E Q U E NT  ITE M S

Hydro also identifies items of a non-recurring or infrequent
nature in discussing operating results. These items reflect activi-
ties or events which management believes are not indicative of
expected trends and outcomes arising from normal, recurring
business operations. Generally such items arise as a result of
very substantial initiatives including major turnarounds and other
transforming events or material events and transactions which
are not expected to occur often in the normal course of busi-
ness. Non-recurring or infrequent items include but are not limit-
ed to :

• costs related to major improvement programs (which will vary
from period to period and in certain periods may be insignifi-
cant, but which are identified nonetheless to enable investors 
to understand the total impact of such programs)

• material changes in the value of assets or liabilities related to 
infrequent events or major, unusual circumstances 

• material gains or losses related to infrequent or non-recurring 
events or transactions

In general, Hydro excludes these items from financial measures
calculated and presented in accordance with GAAP. This is not
done with respect to other smaller, less comprehensive cost
reduction programs, efficiency initiatives and business expan-
sion activities which are viewed as normal, recurring activities
and do not take away from investors’ understanding of the
underlying business performance.
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I N D I V I D UA L  O P E R ATI N G  S E G M E NT

O P E R ATI N G  R EV E N U E S

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Exploration and Production 10,684 9,275 37,904 32,970 
Energy and Oil Marketing 13,531 12,955 49,370 45,915 
Eliminations (7,618) (4,736) (27,315) (23,040)
Hydro Oil & Energy 16,597 17,494 59,959 55,845 

Metals 9,752 10,161 39,923 39,646 
Rolled Products 4,360 4,156 18,377 14,790 
Extrusion and Automotive 6,209 5,852 24,529 24,245 
Other and eliminations (3,204) (3,534) (13,677) (13,630)
Hydro Aluminium 17,117 16,635 69,152 65,051 

Hydro Agri 10,390 6,927 38,174 33,348 

Other activities 2,928 4,652 14,013 21,769 
Corporate and Eliminations (2,499) (1,701) (9,516) (8,973)
Total 44,533 44,007 171,782 167,040 

EXTE R N A L  R EV E N U E S  

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Exploration and Production 3,420 4,675 12,099 10,136 
Energy and Oil Marketing 12,189 11,984 44,308 41,929 
Eliminations (400) (259) (1,576) (965)
Hydro Oil & Energy 15,209 16,400 54,831 51,100 

Metals 6,609 6,607 26,509 26,025 
Rolled Products 4,202 3,952 17,825 14,135 
Extrusion and Automotive 6,200 5,851 24,472 24,186 
Other and eliminations 73 50 190 162 
Hydro Aluminium 17,084 16,460 68,996 64,508 

Hydro Agri 10,242 6,805 37,828 32,818 

Other activities 1,985 3,745 10,206 17,988 
Corporate and eliminations 13 597 (79) 626 
Total 44,533 44,007 171,782 167,040 
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I NTE R N A L  R EV E N U E S

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Exploration and Production 7,264 4,600 25,805 22,834 
Energy and Oil Marketing 1,342 971 5,062 3,986 
Eliminations (7,218) (4,477) (25,739) (22,075)
Hydro Oil & Energy 1,388 1,094 5,128 4,745 

Metals 3,143 3,554 13,414 13,621 
Rolled Products 158 204 552 655 
Extrusion and Automotive 9 1 57 59 
Other and eliminations (3,277) (3,584) (13,867) (13,792)
Hydro Aluminium 33 175 156 543 

Hydro Agri 148 122 346 530 

Other activities 943 907 3,807 3,781 
Corporate and eliminations (2,512) (2,298) (9,437) (9,599)
Total - - - - 

D E P R E C I ATI O N , D E P L E TI O N  A N D  A MO RTI ZATI O N

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Exploration and Production 2,458 2,174 9,052 8,242 
Energy and Oil Marketing 152 194 591 764 
Eliminations - - - - 
Hydro Oil & Energy 2,610 2,368 9,643 9,006 

Metals 427 284 1,517 1,117 
Rolled Products 201 228 650 496 
Extrusion and Automotive 324 281 1,247 1,010 
Other and eliminations - - - - 
Hydro Aluminium 952 793 3,414 2,623 

Hydro Agri 304 302 1,133 1,172 

Other activities 145 242 892 1,100 
Corporate and eliminations 3 1 11 11 
Total 4,014 3,706 15,093 13,912 
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O P E R ATI N G  I N COM E  ( LO S S )

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Exploration and Production 5,332 4,477 18,500 13,137 
Energy and Oil Marketing 667 881 2,668 2,784 
Eliminations (5) 26 (25) 26 
Hydro Oil & Energy 5,994 5,384 21,143 15,947 

Metals 608 425 2,293 1,690 
Rolled Products 61 (187) 132 (295)
Extrusion and Automotive 60 (29) 98 14 
Other and eliminations (20) 21 (67) 289 
Hydro Aluminium 709 230 2,456 1,698 

Hydro Agri 907 209 2,800 2,207 

Other activities 10 20 (414) 13 
Corporate and eliminations (483) 153 (1,727) (24)
Total 7,137 5,996 24,258 19,841 

E B ITDA

Fourth quarter Year
NOK million 2003 2002 2003 2002 
Exploration and Production 7,812 6,729 27,624 21,593 
Energy and Oil Marketing 1,331 1,132 4,226 3,721 
Eliminations (4) 26 (24) 26 
Hydro Oil & Energy 9,139 7,887 31,826 25,340 

Metals 1,136 964 4,298 2,703 
Rolled Products 268 47 835 258 
Extrusion and Automotive 426 285 1,432 1,084 
Other and eliminations (21) 20 (67) 289 
Hydro Aluminium 1,809 1,316 6,498 4,334 

Hydro Agri 1,484 645 4,748 3,945 

Other activities 332 333 1,140 1,044 
Corporate and eliminations (366) 274 (959) 995 
Total 12,398 10,455 43,253 35,658 
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O P E R ATI N G  I N COM E  -  E B IT  –  E B ITDA   F O U RTH  Q UA RTE R  2 0 0 3

Operating Non-cons. Interest Selected Other Depr.
income (loss) investees income Financial income EBIT and EBITDA

NOK million items Amort.
Exploration and Production 5,332 13 9 (1) - 5,353 2,459 7,812
Energy and Oil Marketing 667 19 12 (12) 490 1,176 155 1,331
Eliminations (5) (3) - - - (8) 4 (4)
Hydro Oil & Energy 5,994 29 21 (13) 490 6,521 2,618 9,139

Metals 608 55 - 31 - 694 442 1,136
Rolled Products 61 (15) 13 (6) - 53 215 268
Extrusion and Automotive 60 35 8 (3) - 100 326 426
Other and eliminations (20) - - 1 - (19) (2) (21)
Hydro Aluminium 709 75 21 23 - 828 981 1,809

Hydro Agri 907 247 45 (4) - 1,195 289 1,484

Other activities 10 30 66 74 - 180 152 332
Corporate and eliminations (483) (2) 132 (16) - (369) 3 (366)
Total 7,137 379 285 64 490 8,355 4,043 12,398

O P E R ATI N G  I N COM E  –  E B IT  –  E B ITDA     0 1 . 0 1 - 3 1 . 1 2 . 2 0 0 3

Operating Non-cons. Interest Selected Other Depr.
income (loss) investees income Financial income EBIT and EBITDA

NOK million items Amort.
Exploration and Production 18,500 29 32 4 - 18,565 9,059 27,624
Energy and Oil Marketing 2,668 81 35 (24) 816 3,576 650 4,226
Eliminations (25) (3) - - - (28) 4 (24)
Hydro Oil & Energy 21,143 107 67 (20) 816 22,113 9,713 31,826

Metals 2,293 379 3 53 - 2,728 1,570 4,298
Rolled Products 132 (14) 18 (5) - 131 704 835
Extrusion and Automotive 98 68 22 (8) - 180 1,252 1,432
Other and eliminations (67) - - 1 - (66) (1) (67)
Hydro Aluminium 2,456 433 43 41 - 2,973 3,525 6,498

Hydro Agri 2,800 610 192 (8) - 3,594 1,154 4,748

Other activities (414) 83 164 245 162 240 900 1,140
Corporate and eliminations (1,727) (4) 723 20 (2,190)1) (3,178) 2,2191) (959)
Total 24,258 1,229 1,189 278 (1,212) 25,742 17,511 43,253

1) Includes non-cash charge relating to an expected state grant pertaining to an asset removal obligation of NOK 2,207 million.
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I N V E STM E NTS  1 )  

Fourth quarter Year
NOK million 2003 2002 20032) 2002 
Exploration and Production 2,237 2,307 10,270 14,074 
Energy and Oil Marketing 254 281 989 622 
Eliminations - - - - 
Hydro Oil & Energy 2,491 2,588 11,259 14,696 

Metals 1,049 670 3,572 12,728 
Rolled Products 263 377 466 7,437 
Extrusion and Automotive 623 524 1,543 5,153 
Other and eliminations - - - - 
Hydro Aluminium 1,935 1,571 5,581 25,318 

Hydro Agri 359 657 1,127 1,543 

Other activities 379 352 852 3,115 
Corporate and eliminations 23 781 81 1,044 
Total 5,187 5,949 18,900 45,716 

1) Additions to property, plant and equipment (capital expenditures) plus long-term securities, intangibles, long-term advancesand investments 
in non-consolidated investees.

2) Includes non-cash increase in investment from effect of change in accounting principle (FAS 143), of NOK 1,932 million.

E B ITDA

2003 2002
NOK million 4th qtr 3rd qtr 2nd qtr 1st qtr 4th qtr 3rd qtr 2nd qtr 1st qtr
Exploration and Production 7,812 6,814 5,228 7,770 6,729 4,624 5,311 4,929 
Energy and Oil Marketing 1,331 927 1,048 920 1,132 827 844 918 
Eliminations (4) 4 (2) (22) 26 - - - 
Hydro Oil & Energy 9,139 7,745 6,274 8,668 7,887 5,451 6,155 5,847 

Metals 1,136 991 1,124 1,047 964 474 715 550 
Rolled Products 268 184 215 168 47 101 82 28 
Extrusion and Automotive 426 377 300 329 285 274 331 194 
Other and eliminations (21) (54) (20) 28 20 (22) 164 127 
Hydro Aluminium 1,809 1,498 1,619 1,572 1,316 827 1,292 899 

Hydro Agri 1,484 989 1,073 1,202 645 719 1,198 1,383 

Other activities 332 258 290 260 333 365 183 163 
Corporate and eliminations (366) (76) 21 (538) 274 128 297 296 
Total 12,398 10,414 9,277 11,164 10,455 7,490 9,125 8,588 
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Q UA RTE R LY  R E S U LTS

2003 2002
NOK million 4th qtr 3rd qtr 2nd qtr 1st qtr 4th qtr 3rd qtr 2nd qtr 1st qtr
Operating revenues 44,533 41,857 40,578 44,814 44,007 40,813 44,454 37,766 
Operating income 7,137 5,730 4,619 6,772 5,996 3,945 5,077 4,823 
EBITDA 12,398 10,414 9,277 11,164 10,455 7,490 9,125 8,588 
Net income 3,765 2,397 2,324 2,482 3,280 513 2,840 2,132 
Earnings per share (NOK) 14.70 9.30 9.00 9.60 12.70 2.00 11.00 8.30 

2003 2002
EURO million 4th qtr 3rd qtr 2nd qtr 1st qtr 4th qtr 3rd qtr 2nd qtr 1st qtr
Operating revenues 5,306 5,116 4,915 5,660 6,049 5,555 5,996 4,897 
Operating income 850 700 559 855 824 537 685 625 
EBITDA 1,477 1,273 1,124 1,410 1,437 1,019 1,231 1,114 
Net income 449 293 281 313 451 70 383 276 
Earnings per share (EUR) 1.75 1.10 1.10 1.20 1.80 0.30 1.50 1.10 

Amounts have been converted to Euro for convenience using the end exchange rate (NOK/EUR) in effect during the quarters as
follows:

8.3928 8.1817 8.2559 7.9176 7.2754 7.3469 7.4145 7.7116
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In January 2002, Hydro entered into an agreement to purchase
all the outstanding shares of the German aluminum company,
VAW Aluminium AG, a leading aluminum company in Europe.
The acquisition was completed on March 15, 2002. VAW is
included in Hydro’s consolidated results from that date. VAW had
operations in more than 20 countries. The major part of these
activities are located in the EU. In addition, VAW had important
operations located in North America and the Pacific region. VAW
is fully integrated into Hydro’s aluminium operations.

The consideration for VAW amounts to EURO 1,911 million (NOK
14.9 billion). In addition, interest-bearing debt of EURO 703 mil-
lion (NOK 5.5 billion) and pension obligations of approximately
EURO 410 million (NOK 3.2 billion) were assumed. The acquisi-
tion was financed by Hydro's cash holdings. 

Assets acquired and liabilities assumed in the VAW acquisition
have been recorded at estimated fair value. The purchase price
allocation is based on estimates for fair value of assets and lia-
bilities in VAW, and was completed during first quarter 2003.
Excess values are for the most part allocated to tangible fixed
assets. The allocation does not indicate material goodwill in the
transaction. 

Because VAW’s inventories have been recorded at estimated fair
values as of the time of the acquisition, cost of goods sold was
unusually high in the period after acquisition. The effect was
approximately NOK 200 million. 

VAW  ACQ U I S ITI O N

NOK million
Preliminary allocation of purchase price:
Cash and cash equivalents 410 
Other current assets 11,597 
Property, plant and equipment, less accumulated depreciation, depletion and amortization 16,592 
Other assets 6,140 
Total current liabilities (9,517)
Total long-term liabilities (10,022)
Minority shareholders' interest in consolidated subsidiaries (356)

Estimated fair value of assets in VAW as of March 15, 2002 14,844 

P RO  F O R M A  I N FO R M ATI O N

The following unaudited pro forma information has been prepared assuming VAW was acquired as of the beginning of 2002.

Fourth quarter Year
NOK million 2002 2002
Operating revenues 45,482 174,630 
Operating income 6,162 20,554 
EBITDA 10,964 36,878 
Net income 3,433 9,125 

Earnings per share in NOK 13.20 35.30 

VAW’s results have been translated into Norwegian kroner at
average exchange rates. Pro forma adjustments are made for
the fair value adjustments relating to assets and liabilities,
depreciation and the amortization of these adjustments as well
as finance cost of the acquisition price and deferred tax related
to the above mentioned adjustments. 

However, no adjustment has been made for the fair valuation of
inventories. Significant sales between the companies are elimi-
nated.

The effect of other acquisitions and divestitures on accounting
results for 2002 is not material.
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