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In this Annual Report on Form 20-F, references to the "Company" are to Norsk Hydro ASA; references to
"Hydro" or the "Group" are to the Company and its consolidated subsidiaries. References to the "Kingdom" are
to the Kingdom of Norway. The Company publishes its consolidated financial statements in Norwegian kroner
("NOK™"). In this Annual Report, references to "US dollar,” "USD," or "$" are to United States dollars. See

Glossary at the end of this Annual Report.

EXCHANGE RATES

The following table sets forth, for the periods and dates indicated, certain information concerning the exchange
rate of Norwegian kroner for United States dollars based on the noon buying rate in The City of New York for
cable transfers in foreign currencies as announced by the Federal Reserve Bank of New York for customs

purposes (the "Noon Buying Rate").

Calendar Period At 31 December Average Rat@a) High Low
(NOK per $1) (2)
1995 6.31 6.31 6.81 6.12
1996 6.38 6.45 6.62 6.30
1997 7.37 7.10 7.76 6.34
1998 7.58 7.56 8.32 7.31
1999 8.01 7.84 8.12 7.30
2000 (through 24 March, - 8.32 8.53 7.86
2000) (3)

Q) The average of the Noon Buying Rates on the last business day of each month during the period.
(2) All figures have been taken directly from figures released through the Federal Reserve System in

Washington D.C. or the Federal Reserve Bank of New York.

3) The Noon Buying Rate on 24 March, 2000, was NOK 8.3450 = $1.00.

Fluctuations in the exchange rate between the Norwegian kroner and the US dollar will affect the US dollar
equivalent of the Norwegian kroner price of the Ordinary Shares on the Oslo Stock Exchange and, as a result, are
likely to affect the market price of the American Depositary Shares ("ADSs") in the United States. Such
fluctations would also affect the US dollar amounts received by holders of ADSs on conversion by the
Depositary of cash dividends paid in Norwegian kroner on the Ordinary Shares underlying the ADSs. See
"Management's Discussion and Analysis of Financial Condition and Results of Operations - Currency

Fluctuation" and "Selected Consolidated Financial Data - Dividends."
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PART |

ITEM 1. - DESCRIPTION OF BUSINESS. unit. Corporate includes, among other things, Hydro Data, a
provider of information technology services to Hydro’s

operating units; Hydro Finance, the Group's central financing
NORSK HYDRO ASA and treasury unit; and the corporate research centers.

The core areas and operating segments for financial reporting

Hydro is the largest publicly owned industrial group in i
purposes are discussed below.

Norway in terms of assets and operating revenues. Norsk

Hydro ASA was organized "f‘s a corporation in 1905 to Utilizﬁlorway is the main production base for the Group with large
Norway's large hydro-electric energy resources for the facilities in different parts of the country.

world's first industrial production of nitrogen fertilizers.

Since that time, Hydro has further developed Norwegian The most important markets for Hydro's products are outside
energy and natural resources. Energy, in the form of hydroNorway. Approximately 63 percent of Hydro's total sales are
electric power, natural gas and petroleum, has been the bagiscustomers located in the European Union (EU) with an

for Hydro's growth and is the common link among its core additional 5 percent of sales to customers in other European
business activities. countries (outside Norway).

In 1951, Hydro commenced the production of magnesium
and in 1967 broadened its activities in the light metal sector
by engaging in aluminum production. Production of these
metals is energy intensive. Originally much of the energy
required was sourced from Hydro's own production.

As the search for oil and gas began in the North Sea, Hydro
became involved in the first concessions awarded on
Norway's continental shelf in 1965, partly motivated by a
desire to secure access to hydrocarbon feedstock for use in
the production of ammonia, a key raw material for fertilizer
production. Hydro and its partners discovered oil and gas in
the Ekofisk field in 1969 and the Frigg field in 1971,
discoveries which made Hydro a producer of oil and gas.
Hydro has since become the operator for major offshore
projects like the Oseberg field and has developed into a
significant oil and gas company.

North Sea oil production gave Hydro long-term supplies of
natural gas liquids (NGL), providing a basis for the
Company's entry into the petrochemical business. In 1975,
Hydro commenced oil refinery operations which were later
integrated with a retail oil product marketing organization in
Norway, Sweden and Denmark.

In 1999, Hydro acquired Saga Petroleum ASA, an
independent oil and gas exploration and production company.

Today, Hydro's core areas are Oil and Energy, Light Metals
and Agriculture.

Hydro is also engaged in other activities, including fish
farming operations, industrial insurance (through the Group's
wholly owned captive insurance company) and
pharmaceuticals (through Pronova AS, a wholly owned
Norwegian subsidiary). Other activities also include
Technology and Projects, the company's main engineering
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BUSINESS SEGMENTS AND GEOGRAPHICAL EXPLORATION AND PRODUCTION

AREAS . L . .
Exploration and Production is responsible for Hydro's oil and

gas exploration, field development and operation of
General production and transportation facilities. Most of this activity
presently takes place on the Norwegian continental shelf. The
O?ctivity outside of Norway has increased over the past few
¢ years, and got a substantial boost through the purchase of

i . _ Saga Petroleum ASA (Saga) in mid-1999. In February 2000,
Hydro: Hydro Oil and Energy, Hydro Light Metals and Hydro announced its decision to sell the oil interests on the

Hydro Agri. Hydro O.II .and Energy cop5|sts of Exploration British continental shelf acquired through the purchase of
and Production, Refining and Marketing, and Energy. Hydr%aga. Hydro will, however, maintain its goals for

Light Metals consists of Aluminum Metal Products, . : . . . . L
- . . . international oil and gas operations, and is targeting activity

Aluminium Extrusion and Other Light Metals. Hydro Agri . . . . .
in four to five core geographic areas, each with the potential

consists of Plant Nutrition, Gas and Chemicals and A/S - . .
i . . to produce a minimum of 50,000 barrels of oil equivalents
Korn- og Foderstof Kompagniet. The Plant Nutrition gt?oe) per day

segment is a result of a merger of the two segments formal
referred to as Hydro Agri Europe and Hydro Agri The acquisition of Saga, coupled with the agreed-upon
International. Petrochemicals is a producer of the plastic rawansfer of certain of Saga’s licenses on the Norwegian
material polyvinyl chloride (PVC) in Scandinavia and in the continental shelf to Statoil, the state-owned oil and gas
UK. Other Activities consists of Seafood, Pronova, Industriddompany, furthers a number of Hydro’s objectives for its
Insurance, and Technology and Projects. Exploration and Production business. First, it represents a

. , . valuable addition to Hydro’s reserves and strengthens its
For a table showing the Group's operating revenues, sales {0 . . .

. A long-term production profile. Second, the Saga licenses
unaffiliated customers and operating income (after

L . which Hydro retained following the transfer to Statoll
eliminating intersegment sales) by operating segment for rovide the potential for synergies to be derived from the
each of the three fiscal years in the period ended 31 P P ynerg

. ) . integration of Hydro’s and Saga’s operations on the
December, 1999, see "Selected Consolidated Financial Dalﬁl forat Y 9 b :

R . . o - orwegian continental shelf, in the form of lower production
See "Management's Discussion and Analysis" for additional " : . .

. o . . costs. Additional synergies will be derived from the
financial information regarding each segment. See Note 5 o . - . . .
" . . . . streamlining of general administration functions relating to

Notes to Consolidated Financial Statements" for a table s . . .

: . . . non-operating license interests. The reduction of unit costs of
showing the Group's operating revenues by geographical

LT ) pr?duction from existing fields will become increasingly
areas (after eliminating intersegment transactions) for each. o . . .
the three fiscal years in the period ended 31 December 1956p0rtant as exploration on the Norwegian continental shelf

- . . Progresses and new discoveries become smaller and more
For definitions of certain terms used herein, see the glossaaz : . ,
. ifficult to develop. Third, the enhancement of Hydro’s
at the end of this Annual Report.

petroleum operations provides Hydro with a greater ability to
assume the technological and other risks of exploration and
production activities outside of Norway, and to continue to
compete in a global oil and gas market that has seen a
number of large-scale mergers between several major oil
companies over the past few years.

Hydro has divided its business areas into nine reportable
industry segments. The segments are, with the exception
Petrochemicals, included in one of the three core areas o

Hydro has as of 31 January, 2000 an interest in 105 licenses
on the Norwegian continental shelf and is operator of 48 of
these licenses. In the Saga transaction it was agreed that after
a four-year transitional period, Statoil will take over
responsibility as operator for the Snorre, Tordis, Vigdis and
Visund fields. In addition, Hydro is involved in upstream
activities in several countries abroad, mainly in the UK,
Canada, Libya, Angola and Russia, and is currently
establishing a presence in Iran.

Hydro recently finished a study of its exploration portfolio on
the Norwegian continental shelf and has invited other
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companies to consider buying or trading interests in 23 of itReserve Information
105 licenses. Hydro wants to focus its efforts on a few key
areas, which is in line with an industry trend to concentrate
activities geographically for optimal use of oil companies’
individual geologic expertise to secure satisfactory

At the end of 1999, Hydro's share of proved developed oil
and gas reserves was estimated to be 1,046 million boe, of
which gas reserves accounted for approximately 45 percent.
These reserves consist of 574 million boe of oil (including

profitability. . .

NGL and condensate) and 2,655 billion standard cubic feet
Information about Hydro's interests, the field operator, (scf) of gas. Hydro's share of proved undeveloped reserves
production start up, production and reserves for its most  accounted for an additional 1,039 million boe, of which gas
important fields is presented in the tables on page 8. reserves accounted for approximately 60 percent. Proved

) o _ undeveloped reserves consist of 416 million boe of oil and
Hydro's oil production increased by about 25 percent in 19909484 billions scf of gas

compared with the previous year. The increase was due to the

inclusion of Saga’s production in the second half of 1999. IThe following tables set forth Hydro's net quantities of
addition, the fields Oseberg East, Visund, Asgard, Troll C, proved oil and gas reserves as at 31 December, 1999, 1998,
Borg and Kharyaga started production in 1999. Oil and 1997, and Hydro's net production of oil (including oil
production from these fields has been lower than expectedand gas condensate and NGL) and gas for each of the three
mainly due to delayed start up for Oseberg East, Visund, years in the period ended 31 December, 1999. Hydro's
Asgard and Kharyaga. Gas production from Troll increasedaccounting records and operating data state quantities of oil
in 1999. in terms of millions of boe and gas in terms of billions of scf.

Hydro's production will increase in 2000 primarily as a resuReserve quantities reflect estimated quantities of crude oil,
of the acquisition of Saga and the inclusion of Saga’s natural gas and natural gas liquids that are demonstrated with
production for the full year. reasonable certainty to be recoverable from known reservoirs

. ] . ) ) _under existing economic and operating conditions. Reserve
Hydro's proporuc_m of oil production gompared with total o_|I quantities are revised as oil and gas are produced and
and gas production was 78 percent in 1999, compared W'thadditional data becomes available

79 percent in 1998 and 1997. Gas production began to
increase in 1996 when Troll A and Sleipner West started
production.

The gas proportion is expected to remain at the same level in
the next year.
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Oil reserves and production

1999 1998 1997
in millions of boe Norway International Total Norway International Total  Norway International Total
Proved reserves, developed and undeveloped: (1) (2)

At beginning of year 546 92 638 587 93 680 668 21 689
Revision of previous estimates (3) 22 1 23 33 - 33 (18) - (18)
Purchase (sale) or exchange of reserves (4) 229 56 285 - - - 9 - 9
Extensions and new discoveries (5) 131 10 141 3 - 3 5 72 e
Production (91) (6) (97) (77) (1) (78) (77) - (77)

At end of year (6) 837 153 990 546 92 638 587 93 680

Of which developed:
At beginning of year 358 17 375 356 19 375 368 - 368
At end of year 500 74 574 358 17 375 356 19 375
Gas reserves and production
1999 1998 1997
in billions of cubic feet Norway International Total Norway International Total  Norway International Total
Proved reserves, developed and undeveloped: (1)

At beginning of year 4,312 - 4,312 4,481 - 4,481 5,033 - 5,033
Revision of previous estimates (3) 37 - 37 (55) - (55) (518) - (518)
Purchase (sale) or exchange of reserves (7) 1,511 2221,733 - - - 44 - 44
Extensions and new discoveries (8) 207 - 207 2 - 2 33 - 33
Production (139) (11) (150 (116) - (116) (111) - (111)

At end of year 5,928 211 6,139 4,312 - 4,312 4,481 - 4,481

Of which developed:
At beginning of year 2,015 - 2,015 2,143 - 2,143 2,255 - 2,255
At end of year 2,444 211 2,655 2,015 - 2,015 2,143 - 2,143

()
@

®)

4)

®)

(6)

@)

®)

For the definitions of proved, developed and undeveloped reserves, see "Glossary" at the end of this Annual Reptidn&oin&atdiation on
government rights and production restrictions, see "Government Regulation."

Reserve estimates are made before payment-in-kind royalty of approximately 8.8, 11.0, and 15.9 million boe for oillfe®8,99%] 1997,
respectively.

The revision of previous estimates relates to new information from current year drilling operations and additionaltdatawibiavailable. In
1998, Hydro increased its interest in Snorre from 8.265 percent to 8.926 percent, due to redetermination. The decreasenriBSewas due to
a more stringent criteria of 90 percent probability of recovery for proved reserves in accordance with new guidelinesetsoof Betrioleum
Engineers and World Petroleum Congress. Hydro previously classified reserves as proved with an 80 percent probability.of recove

In 1999, the increase in oil reserves was due to the inclusion of Saga’s oil reserves. In 1998, oil reserves werechagbdrmumr sold. In 1997, the
increase in oil reserves was due to an increase in Hydro’s interest in the Visund field from 12.6 percentto 16.1 percent.

In 1999, extensions and new discoveries for oil related to the Grane and Borg fields, and the Kharyaga field in R@&iaxtarkions and new
discoveries were related to Sygna and Brage Sognefjord. In 1997, extensions and new discoveries for oil were primddlthesl@teassol field
(Angola) and the Terra Nova field (Canada).

In 1999, reserve estimates included 192.0 million boe from outside the Norwegian Continental Shelf, mainly in the UkanGakagiala. Reserve
estimates included 93 million boe and 92 million boe from outside the Norwegian Continental Shelf in Canada and Angolaridr19858
respectively.

In 1999, the increase in gas reserves was due to the inclusion and increase in ownership interest from the Sagaad@@8itigas reserves were
neither purchased nor sold. The purchase of gas reserves in 1997 related to an increase in Hydro’s interest in the ¥murtlfigldercent to
16.1 percent.

In 1999, extensions and new discoveries for gas related to the Kvitebjgrn and Tune fields. In 1998, the extensionseodenew fbr gas related
to the Brage Sognefjord field. In 1997, the increase in gas reserves was due to a commercial solution for the gas ifigtte Norne

7
Norsk Hydro 1999



Proved reserves
as of 31 Decem

ber, 1999

Hydro's share
TOTAL OIL/NGLin GASin

Hydro's mill. millions  billions of Prod.
Field Block Operator interest boe of boe cubic feet start
Oseberg 30/6, 30/9 Norsk Hydro 19.60 — 22.24% 217 80 767 1988
Oseberg South 30/9 Norsk Hydro 32.02% 84 65 96 2000
Gullfaks fields 34/10, 33/12 Statoll 9.00% 77 49 151 1986
Ekofisk fields 2/4, 27, 2/5, 1/6, 7/11 Phillips Petroleum 5.81 — 6.65% 90 73 93 1971
Snorre fields 34/4, 3417 Norsk Hydro 6.64 — 17.65% 177 166 53 1992
Brage 31/4, 30/6, 31/7 Norsk Hydro 23.20-24.44% 12 11 2 1993
Troll 31/2, 31/3, Norsk Hydro/ 9.78% 688 77 3,510 1995
31/5, 31/6 Statoil 1996
Sleipner fields 15/6, 15/9 Statoll 8.85 — 10.00% 79 19 322 1993
Njord 6407/7,10 Norsk Hydro 22.50% 22 22 - 1997
Norne 6608/10,11 Statoil 8.10% 30 25 29 1997
Visund 3478, 3477 Norsk Hydro 20.30% 86 46 102 1999
Asgard 6407/2, 6506/11,12, 6507/11 Statoil 9.60% 159 70 501 1999
Varg 15/12 Norsk Hydro 35.00% 2 2 - 1998
Yme 9/2 Statoil 25.00% 3 3 - 1996
Grane 25/11 Norsk Hydro 22.40% 116 116 - 2003
Tune 30/4, 30/6, 30/8 Norsk Hydro 23.57% 19 4 83 2002
Kvitebjarn 34/11 Statoll 15.00% 28 7 112 2004
Other fields 4 3 7
Total Norway 1,893 837 5,928
Hibernia Grand Banks Canada HMDC * 5.00% 20 20 - 1997
Terra Nova Grand Banks Canada Petro-Canada 15.00% 32 32 - 2000
Girassol Angola Block 17 EIf Exploration Angola 10.00% 41 41 - 2001
Kharyaga Timan Pechora, Russland Total Exploration Prod. Russia 40.00% 9 9 - 1999
Alba North Sea, British sector Chevron UK Ltd. 11.75% 21 21 - 1994
Britannia North Sea, British sector Britannia Operation Ltd. 9.01% 48 9 211 1998
Gryphon North Sea, British sector Kerr McGee North Sea (UK) Ltd 25.00% 9 9 - 1993
Thistle North Sea, British sector BP Amoco Exploration 18.28-41.67% 3 3 - 1978
Mabruk Sirte basin, Libya Total/Fina 25.00% 9 9 - 1995
Total International 192 153 211
Total 2,085 990 6,139
1999 production of oil and gas
Hydro's share
OIL/NGL in GAS in
Hydro's TOTAL millions of  billions of
Field Operator interest mill. boe boe cubic feet
Oseberg fields Norsk Hydro 19.60-22.24% 23 23 -
Gullfaks fields Statoil 9.00% 12 11 3
Frigg fields EIf Aquitaine 6.05 — 32.87% 1 - 5
Ekofisk fields Phillips Petroleum 5.81 — 6.65% 8 7 8
Brage Norsk Hydro 23.20-24.44% 6 6 1
Heimdal Norsk Hydro 9.70% 1 - 2
Snorre fields Norsk Hydro 6.64 — 17.65% 18 17 4
Sleipner fields Statoll 8.85 —10.00% 11 5 37
Troll Norsk Hydro/Statoll 9.78% 21 7 79
Njord Norsk Hydro 22.50% 5 5 -
Norne Statoll 8.10% 4 4 -
Visund Norsk Hydro 20.30% 1 1 -
Varg Norsk Hydro 35.00% 2 2 -
Yme Statoil 25.00% 1 1 -
Asgard Statoil 9.60% 2 2 -
Total Norway 116 91 139
Hibernia (Canada) HMDC * 5.00% 2 2 -
Kharyaga Total Exploration Prod. Russia 40.00% - - -
Alba Chevron UK Ltd. 11.75% 2 2 -
Britannia Britannia Operation Ltd. 9.01% 3 1 11
Gryphon Kerr McGee North Sea (UK) Ltd. 25.00% 1 1 -
Thistle fields BP Amoco Exploration 18.28-41.67% - - -
Mabruk Total/Fina 25.00% - - -
Total International 8 6 11
Total 124 97 150

HMDC: Hibernia Management Development Company.
Total daily production in 1999 is 340,000 boe.
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EXPLORATION appraisal wells were drilled in Angola, Canada and Yemen.

Hydro's total expenditures for oil and gas exploration and In Angola, Hydro has a ten percent interest in Block 17,
appraisal of discoveries amounted to NOK 1,513 million in where the Girassol oil discovery was made in 1996.

1999 compared with NOK 1,368 million in 1998. In 1999, Following the Girassol discovery, several discoveries have
NOK 1,202 million was expensed compared with NOK 1,22deen made in Block 17. In 1997, substantial oil discoveries in
million in 1998. In 1997, total exploration expenditures the Dalia area were made; in 1998, the Rosa and Lirio
amounted to NOK 1,114 million and NOK 786 million was discoveries; and in 1999, four additional discoveries were
expensed. Saga accounted for NOK 301 million of the made by the wells Tulipa-1, Orquidea-1, Cravo-1 and
exploration expenditures in 1999. Increased exploration ~ Camelia-1. Further exploration and appraisal activities will
activities in Angola and Canada resulted in an increase in continue in the coming years. Hydro signed a production
Hydro’s international exploration expenditures, while Sharing Agreement (PSA) with the Angolian authorities in
exploration expenditures in Norway were reduced. 1998 for a ten percent share of Block 9 . In 1999, Hydro
signed a PSA for a 27.5 percent share of Block 5. As a part of
the acquisition of Saga, Hydro obtained a 14 percent interest

Hydro participated in 18 exploration and appraisal wells " the shallow water Block 1. Minor discoveries have
which were completed on the Norwegian continental shelf previously been made in this block and further exploration
during 1999. One of the wells was located at "Gjallarrygger?t“”'ng will be carried out. Hydro is glso !nvolved m the

at a water depth of 1,352 meters, deeper than for any othe@"nounced Block 34 where a PSA is being negotiated.

well drilled so far on the Norwegian continental shelf. The 414 is involved in the early phases of exploration projects
well turned out to be dry. Five discoveries were made. Onej, russia. To date, no significant future financial

minor find near the Yme field was made ready for prOd“Ctio&mmitments have been entered into for these projects
imminently and another four are expected to have pending negotiations with the local authorities and the
commercial potential pending further appraisal. evaluation of the projects' risk. Hydro is participating in

In the 1999 North Sea licensing round Hydro was awarded projects which alm. to develop oil reserves in thg Pechora Sea
operatorship in five new licenses and a participating interetnd the onshore Timan Pechora area, located in the northwest
of Russia. Hydro is also part of a group that is evaluating the
development of the major Shtokmanovskoye gas field in the

In the autumn of 1999 the Norwegian authorities announceBarents Sea.

the 16th licensing round, and Hydro submitted an application ] ] ]
at the end of January 2000. In Canada, Hydro entered into a strategic alliance agreement

with Petro-Canada in late 1996 covering the Grand Banks
The evaluation of the Ormen Lange field has continued  area off the coast of Newfoundland. As part of this
throughout 1999. The Ormen Lange field covers productioragreement, Hydro received 30 percent of Petro-Canada's
license 208, 209 and 250. Hydro and Norske Shell have interests in all significant discovery areas in the Jeanne d'Arc
agreed to share the operatorship of the development and Basin. In 1998, four new exploration licenses on Grand
production phase of Ormen Lange. Hydro will be the Banks were awarded with Hydro having a 25 percent
operator for the development phase of the field while Norskearticipation share. In 1998, Hydro signed a farm-in
Shell will be operator for the production phase. The earliestagreement for four licenses with Pan Canadian on the Scotian
date for a Plan for Development and Operation (PDO) will I&helf. In the spring of 1999 Hydro was awarded two deep
late 2002. The ability to sell Ormen Lange gas volumes at water licenses on the Scotian Shelf, with working interests
acceptable prices from 2006 and with a short build up peridsetween 20 percent and 22.5 percent. In the fall of 1999
are the main uncertainties relating to processing and Hydro was awarded three licenses in the Flemish Pass Basin
submitting the Plan for Development and Operation in 2002n the Grand Banks offshore Newfoundland. Hydro has a
working interest of 40 to 50 percent in these licenses. Hydro
participated in drilling two exploration and five appraisal

Hydro was involved in international exploration activities in WellS in Canada in 1999. Two of the appraisal wells were
eight countries in 1999; Angola, Canada, Russia, Yemen, tfglled on the Hebron/Ben Nevis discovery on Grand Banks.
UK, Libya, Iran and the Faeroes. Hydro participated in the Further evaluation of this discovery to determine if it can be
drilling of eight appraisal and eight exploration wells which commercially developed Wi|! take place in 2000. I.n the four.th
were completed during 1999. Six exploration discoveries quarter of 1999 Hydro sold its 7.5 percent share in the White

were made and five of these are expected to have a Rose discovery.
commercial potential pending further appraisal. Successful

Norway

in two others.

International

Through the purchase of Saga, Hydro acquired exploration
9
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interests in Libya, and potential exploration projects in Iran.Total investment is estimated to be NOK 2.9 billion. Hydro’s

_ o ) ) investment is expected to be NOK 1.0 billion.
In Libya Hydro is involved in the Murzuk exploration

licenses NC186 and NC187, which during 1999 were Snorre Field. The authorities approved the PDO for the
amended to include a larger area, Murzuk north. Hydro hasPhase 2 of the Snorre Field in June 1998. The total

20 percent interest, and extensive seismic interpretations investment is estimated at NOK 14.4 billion, of which

were made in 1999 by the operator, Repsol, to mature Hydro's share is NOK 3.7 billion. Production is expected to

drillable prospects for drilling in 2000. start in August 2001. Hydro’s share in the Snorre Field
o ] increased from 8.9265 to 17.65 percent as a result of the Saga
The Iran activity involves an ongoing study agreement for acquisition.

the Abadan Area, onshore and offshore the Persian Gulf. An

exploration contract for the Anaran block, containing the  Gullfaks Satellites Phase 2. The authorities approved in
Changuleh discovery, was negotiated with National IranianJuly 1998 a PDO for the Phase 2 development of the

Oil Company during 1999. A contract is expected to be  Gullfaks Satellites, covering production of gas with start up

signed in 2000. in October 2001. Total investment is estimated to be
approximately NOK 8.3 billion, of which Hydro's share is

DEVELOPMENT 7 NOK 816 million.

In 1999, Hydro invested NOK 46,596 million in the Sygna Field. The authorities approved a PDO for the Sygna

development of new and existing fields and transportation oil field in July 1999. The total investment is estimated to be
systems compared with NOK 6,167 million in 1998 and ~ NOK 1.7 billion, of which Hydro's share is NOK 197

NOK 4,862 million in 1997. In addition, exploration costs ofmillion. Hydro’s share in Sygna increased from 3.78 to
NOK 235 million, NOK 333 million and NOK 235 million  5.976 percent as a result of the Saga acquisition. Sygna's
were transferred to fields being developed in 1999, 1998 amoduction from the Statfjord C platform is expected to start
1997, respectively. Terra Nova, Snorre 2, Asgard and in August 2000.

Oseberg South were the four most important development
9 P P Kvitebjorn Field. A PDO for the development of the

projects in 1999. A summary of the fields under N i )
, . Kvitebjgrn gas/condensate field was submitted to the
development, the operator and Hydro's share of reserves is

set forth in the preceding tables. For information about the authorities in December 1999. Total investment is estimated
developments of the Heimdal field and Asgard Unit, see to be allpproxmately NOK 10.0 b|!||on., of which Hydro’s .
“Production.” share is NOK 1.8 billion. Production is expected to start in

' October 2004.

Norwa
y Grane Field. A PDO for the development ot the Grane oil

Oseberg South Field. The authorities approved a PDO for field was submitted to the authorities in December 1999.
Oseberg South in June 1997. Oil production started in Production is expected to start in October 2003. The oil from
February 2000 through the Omega North wells drilled from Grane is planned to be transported through a pipeline to the
the Oseberg Field Center. Production from the Oseberg ~ Sture Terminal in @ygarden, Norway. Gas for injection in the
South Platform is expected to start in September 2000. Thi§eld will be imported from Heimdal Gas Centre. Total

oil will be transported through a new pipeline to the Oseberiivestment is estimated to approximately NOK 16.3 billion,
A platform for further processing and transport to shore ~ of which Hydro's share is NOK 4.6 billion.

through the Oseberg Transport System. The total investment .
is estimated to be NOK 9.8 hillion. Hydro's investment is International

expected to be NOK 4.3 billion. Hydro's share in Oseberg Girassol Field. The Girassol field on Block 17 in Angola
South increased from 21.88 percent to 32.02 percent was declared commercial in November 1997. A plan for
following the Saga acquisition. development was sanctioned by the Angolan authorities in

Tune Field. The PDO for the gas/condensate field Tune wa%gg& Production of oil is expected to start from a floating

approved by the authorities in December 1999. The field wi'ﬁrOleCtlon W't In 2001. The total |nve§tment 'S est.lmated at
. . .|\|OK 21.6 billion. Hydro's share of the investment is

be developed with a subsea frame, and four wells which will ted to be NOK 2.5 bili

be tied in to the Oseberg D platform for processing of the expected to be - brlion.

well stream. Production is planned to commence in 2002. Terra Nova Field. The Terra Nova oil field is located

offshore, south east of St. John's, Newfoundland. A plan for
7 Hydro's share of expected investments includes an estimate for development was approved by Canadian authorities in
capitalized interest. January 1998. Production is expected to start in the first half
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year of 2001. The total investment is estimated at NOK 14.6?RODUCTION
billion. Hydro's share of the investment, exclusive of its car
obligation to Petro-Canada, is expected to be NOK 2.6
billion.

rX summary of the largest producing fields, the field operator,
Hydro's interest and Hydro's share of the 1999 production is
set forth in the preceding tables. The acquisition of Saga was
A strategic alliance agreement with Petro-Canada was signefflected as of 1 July, 1999 and as such, the average daily

in 1996. Under terms of the agreement, Hydro and Petro- production amounts reflected with respect to each of the
Canada exchanged working interests in the North Sea and fields described under “Production” have been calculated by
Newfoundland effective December 1996. Petro-Canada  combining Saga’s production from 1 July, 1999 to year-end
received Hydro's nine percent share in Veslefrikk and a 7.5with Hydro’s production and dividing this sum by the number
percent interest in Njord. Hydro also carries part of Petro- of days (i.e., 365) in the year. For this reason, these amounts
Canada's costs for Hibernia and Terra Nova. Hydro paid understate average daily production amounts were Saga’s
approximately NOK 220 million in 1996, which fulfilled its  production to have been included from 1 January, 1999.
carry obligation related to Hibernia. Hydro also guaranteed

that total recoverable reserves attributable to Petro-Canadd*®™Way

working interest in the Veslefrikk field would not be less tha@seberg Fields. The Oseberg fields are the largest contrib-
a certain quantified amount of crude oil. If less, Hydro has gRors to the Group's oil production. Production started from
obligation to deliver indemnity volumes to Petro-Canada. o Oseberg Field Center in December 1988, and from the
The guarantee does not apply in case of force majeure, theggeherg C platform in September 1991. Production from
failure of the operator to comply with good oil field practicesyeqe installations are in the decline phase. Oseberg East went
etc. At 31 December, 1999, the remaining guaranteed VOIURIS siream in May 1999, and the production from the Omega
was 1.9 million standard cubic meters of crude oil, equivaleiyrth wells in Oseberg South started in February 2000. The
to approximately NOK 2.4 billion. In return, Hydro received a5 hrocessing and transportation platform Oseberg D started
working interests of five percent in Hibernia, 15 percent in operations in October 1999, and gas export is scheduled to
Terra Nova (see above) and 30 percent of Petro-Canada’'s .o mmence 1 October, 2000. The oil is brought ashore by
interests in all significant discovery areas in the Jeanne d'AEﬁpeline from Oseberg to the Sture terminal in Norway. The
Basin. See "Exploration”. Hibernia started production in - 5yerage daily production from the Oseberg fields in 1999 was
1997. See "Production.” around 350,000 barrels per day. Hydro's share of production
was approximately 62,000 barrels per day. As a result of the
Saga acquisition Hydro's share in the Oseberg Field increased
from 13.68 to 22.23 percent. Hydro's share in Oseberg East
increased from 12.25 to 19.6 percent, and from 21.88 to
32.02 percent in Oseberg South.

Brage Field. Production from the Brage field started in
September 1993. The oil is transported to the Sture terminal
via Oseberg Field Center. In 1999, the average production
was approximately 67,000 barrels of oil per day. Hydro's
share of production was approximately 16,000 barrels of oil
per day. The production from the main reservoir is in the
decline phase of production.

Troll Field. Oil production started from the Troll B platform
in September 1995. The oil is transported to Mongstad
through the Troll Oil Pipeline 1. The Troll C floating
production unit, with an oil production capacity of 125,000
barrels per day, started production in October 1999. A new
pipeline, Troll Oil Pipeline 2, has been constructed for
transportation of oil from Troll C to Mongstad. Associated
gas is routed to Troll A for further transport to Kollsnes in
Norway. The total average oil production from Troll was
approximately 228,000 barrels per day in 1999. Hydro’s
share of oil production was approximately 20,000 million
barrels per day.
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Gas production from the Troll A platform commenced in  Visund Field. Visund contains both oil and gas reserves. In
October 1996. The gas is piped to treatment facilities at thethe first phase of production, which started in April 1999,
Kollsnes gas terminal in Norway, where condensate is only oil is exported from the floating production unit with a
separated from the gas. The dry gas is exported to the design capacity of 100,000 barrels of oil per day. The oil is
European continent through the Zeepipe / Statpipe / Norpipstored in and shipped from Gullfaks C. In 1999, the average
/ Franpipe pipelines. The average gas production and expodaily production from Visund in was approximately 11,000

in 1999, including gas associated with the oil production, waarrels per day, of which Hydro’s share of such production
approximately 2,470 million standard cubic feet per day. was about 2,000 barrels per day. Average daily production in
Hydro’s share of gas production was 217 million standard 2000 is expected to be at 48,000 barrels per day, and should
cubic feet per day. For more information see "Marketing of further increase by around 60 percent from 2000 to 2001,
Production" and "Transportation of Oil and Gas." The Troll-when plateau level is expected to be reached. An accelerated
Oseberg Gas Injection unit in the Troll field (TOGI), for development of the northern reservoir with a subsea

which Hydro is operator, had no production in 1999. This installation, with production start late in 2001, will be

was due to sufficient gas available for injection at Oseberg.evaluated in 2000. Hydro’s share in Visund increased from
16.1 percent to 20.3 percent as a result of the Saga

As a result of the Saga acquisition and redetermination S
acquisition.

within the Troll licenses, Hydro's share in Troll Unit

increased from 7.69 percent to 9.78 percent. Gullfaks Fields. The second largest contributor to Hydro's
oil production is the Gullfaks field including its satellites

Snorre Field. Production of oil and associated gas from theG lIfaks W Gullveia. Rimfak 4 Gullfaks South. Th
Snorre field commenced in August 1992. The oil and gas is ullfaks West, Gullveig, Rimfaks and Gullfaks South. The

piped to the Statfiord field for further processing and G_ullfaks figld started production ip 1986 and is developed
transportation. In 1999, the oil production from the Snorre with thrge integrated platfqrms with concrete _substructures._
field averaged approximately 165,000 barrels per day. The oil is transported by oil ta.nkers' frqm the fleld.oThe gas is
Hydro's share of the production amounted to 25,000 barreléransfported through the Statp!pe plpelme tq th? Karstg

per day. Hydro's share in the Snorre field increased from terminal. In 1999, average dallyl oil production in was about
8.9265 percent to 17.65 percent as a result of the Saga 337,000 barrels per day. Hydro's share was about 30,000

L barrels.
acquisition.

Statfjord East. The Statfjord East field, which is tied in to

Tordis Field. Production of oil and gas from the Tordis field he Statfiord C platf 4 oroduction in 1994. In 1999
commenced in June 1994. The oil is processed on Gullfakst e Statfjor platform, started production in - N '

C. Oil production from Tordis peaked in 1996 and started toa\;?rﬁgf' ?j'l ?rOd#Ct'on wasbabc:l{: (6)(5)0080 balrrels P der day, of
decline in 1997, as expected, due to increased water which Rydro's share was about 4, arrels per day.

production. However, tie-in of Tordis East and Borg have Hydro's share in Statfjord East increasgd from 4.2 to 6.64
maintained the plateau level through the Tordis facility. percent as a result of the Saga acquisition.

Production of oil from the Tordis East field commenced in Varg Field. Hydro became an owner of a 35 percent share in
December 1998 and from the Borg field in July 1999. The \/arq as a result of the Saga acquisition. Oil production from
Tordis Extension 2 project, involving water injector wells, isie Varg field started in December 1998. In 1999, the
expected to improve production on the Tordis fields. average production was 30,000 barrels of oil per day. Hydro's
Injection from the first well is expected to start in the share of production was approximately 6,000 barrels of oil
summer of 2000. In 1999, the average daily oil production per gay. The field is developed with an unmanned wellhead
from the Tordis fields was approximately 78,000 barrels Peplatform combined with a floating production and storage
day, of which Hydro’s share was about 8,000 barrels per dgjjt. The processed oil is exported by shuttle tankers. Gas,
Hydro’s share in the Tordis fields increased from 8.40 to  \yhich is not used to generate electricity, is injected into the
13.28 percent as a result of the Saga acquisition. reservoir to improve oil recovery. The production ship was
sold in the summer of 1999, and is now leased back to the

Vigdis Field. Production of oil and gas from the Vigdis field
license from the new owner.

commenced in January 1997. The oil is processed on the

Snorre platform and piped to Gullfaks A for storage and  yme Field. Hydro became an owner of a 25 percent share in
transportation. In 1999, the average daily oil production frofgme as a result of the Saga acquisition. The field, including
the Vigdis field was approximately 85,000 barrels per day. tpe yme Gamma, Beta East and Beta West fields, started
Hydro’s share was about 9,000 barrels per day. Hydro's  production in February 1996. In 1999, the average production
share in Vigdis increased from 8.40 to 13.28 percent as a 45 27,000 barrels of oil per day. Hydro's share was 3,000
result of the Saga acquisition. barrels per day. The oil is stored in a storage tanker prior to
shuttle transportation to the Mongstad refinery for final
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processing. The gas is reinjected into the reservoir. The Bestarted in 1977, has been in the decline phase of production
East satellite is exploited by subsea wells tied into the for several years. East Frigg gas production stopped in
platform. Production on the Yme Beta West field started inDecember 1997. Lille-Frigg production stopped in late
September 1999 from a subsea well which was connected March 1999. It is currently anticipated that the reserves from
the Beta East subsea well template. The production from tHerigg and the satellite, Fray, will be fully depleted between
Yme field is expected to cease in 2001. 2000 and 2002. Future production will be insignificant. After
reductions in the reserve estimates for Frgy and Lille-Frigg in

Ekofisk Fields. Productign from the Ekofisk fields started in 1995 and 1996, Hydro recorded a provision for impairment
1971. From 1984, subsidence of the seabed around the of NOK 1,775 million in those years.

Ekofisk complex was observed as a result of gradually

decreasing reservoir pressure. To prevent the subsidence The full carrying value of Hydro's investment in the Frigg
from negatively influencing production, several measures fields has been written down due to low remaining

have been undertaken: water injection to maintain pressurgzoduction and high operating costs. In 1999 the average

jacking up platform decks (1987) and a protection wall production per day from the Frigg fields was approximately
around the tank (1989). During 1998 most of the old 9,000 barrels of oil/condensate and 81 million cubic feet of
platforms were shut down, and new facilities, Ekofisk Il,  gas. Hydro's share of the production was approximately 600
started production in August 1998. The production still barrels of oil/condensate and 13 million cubic feet of gas.

suffers from problems with Ekofisk I, specifically, the gas . .
compression equipment system, and therefore less gas Heimdal Field. Hydro took over as operator from EIf as of 1

production is achieved. In 1999, the production of oil and gd&nuary, 1998. From the same date, Hydro increased its share
from the Ekofisk area was around 288,000 barrels of oil and the Heimdal field from 6.2 to 15.8 percent and in the area
350 million cubic feet of gas on average per day. Hydro's around the Heimdal field, production license 036, from 6.9 to

share was approximately 19,000 barrels of il and 23 millioA -9 Percent. In 1999, Hydro's share increased from 15.8 to
cubic feet of gas . Hydro's share in Ekofisk increased from 19.27 percent in Heimdal field and from 21.92 t0 28.531

6.365 to 6.654 percent as a result of the Saga acquisition. percent in the area around Heimdal as a result of the Saga
acquisition. Production of oil/NGL was on average around

The gas output from Ekofisk up to 2011 has been contracte2i000 barrels per day and 78 million cubic feet of gas per

to be sold through long-term contracts to a group of gas  day. Hydro’s share of the production was 164 barrels of
distributors in Germany, the Netherlands, Belgium and 0il/NGL and approximately six million cubic feet of gas per
France. Negotiations are ongoing regarding terms and day. Production from the Heimdal reservoir closed down on
conditions for gas export from 2011 through the end of 1 October, 1999, and the gas sales contracts with the buyers
license period in 2028. terminated the same date.

Sleipner Fields. The Sleipner East field started gas and  Hydro has decided to use the Heimdal platform to deliver
condensate production in October 1993. Production from th@rd party processing services and act as a contact point for
Gungne satellite began in April 1996, and from the Loke the dry gas transportation system. The Heimdal platform is
Trias satellite in the third quarter of 1999. The condensate thus under reconstruction to serve as a gas process and
and gas production from Sleipner West started in August distribution center. The reconstruction consists of

1996. In 1999, the average production per day in from the modifications to the existing platform and construction of a
Sleipner Fields was 132,000 barrels of condensate and 1,08fidge connected riser platform. The authorities approved a
million cubic feet of gas. Hydro's share of the production wdDO in February 1999. Six users, Huldra, Vale, Skirne,
around 13,000 barrels of condensate and around 100 millioviesterled, Grane and Oseberg Gas Transport, have entered
of cubic feet of gas. into agreements for tie-in and use of the Heimdal platform.

Total development cost is estimated at NOK 1.8 billion,
The operator has endeavored to resolve problems related Rhich will be distributed between the various users. Hydro's

removal of CQ from the Sleipner West gas. However, the exposure is estimated to be NOK 320 million. On completion
gas exports are not affected by the problem as the gas is ¢ the modifications, scheduled for 1 October, 2000, the plan

mixed with gas from Sleipner East. All Sleipner East reserves;y produce the remaining Heimdal reserves
and most of Sleipner West reserves will be sold under the

Troll gas contracts. Transportation rights have been secureNjord Field. Production commenced in October 1997. The
through existing transportation systems. field installation consists of a floating production unit and a
tanker for storage and loading of oil. Gas produced is

Friggs Fields. The Frigg field straddles the borderline i teq to maintain reservoir pressure. Daily production in
between the Norwegian and the United Kingdom sectors of; 999 \yas approximately 61,000 barrels of oil per day, of

the North Sea. Gas production from the Frigg field, which which Hydro's share amounted to approximately 14,000
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barrels per day. Sharing Agreement with NOC, the National Oil Company in
. . ) . ) Libya. In 1999, the average oil production from the field was
Asgérd Unit. Asgard Unit covers the three f|eld_s Midgard, 18,000 barrels per day of which Hydro's share was
Smgarbukk aqd szrbukk Sgr. The Asgard Unit owners. areapproximately 1,000 barrels of oil per day (net after

also responsible for investments for some of the extension Government take).

and upgrading of the Karstg gas treatment terminal. The total

investment for the field developments, wells and terminal atdba Field. Hydro became an owner in Alba as a result of
estimated to be approximately NOK 52 billion. Hydro's shathe Saga acquisition. The Alba field is located in the UK

of the investment is expected to be NOK 7.1 hillion. Oil sector of the North Sea. The field started production in 1994.
production started from Asgard in May 1999, and the gas The northern part of the field has been developed with an

production has a planned start up for 1 October, 2000. integrated drilling, processing and living quarters platform.
Through the acquisition of Saga, Hydro increased its shareThe southern part of the field is being developed using
Asgard Unit from 2.6 to 9.6 percent. extended reach drilling technology. In 1999, the average

daily production from the field was approximately 76,000
barrels of oil. Hydro's share of production was around 5,000
barrels per day. . Hydro has decided to sell its interest in the

In 1999, daily oil production was approximately 67,000
barrels of oil per day, of which Hydro’s share was around

6,000 barrels. The floating production, storage and Alba field.

offloading unit has an oil processing capacity of

approximately 200,000 barrels per day. The actual Britannia Field. Hydro became an owner in Britannia as a
production has been lower due to technical problems. result of the Saga acquisition.The field, which is located in

the UK sector of the North Sea, has been developed with a

Norne Field. Product.ion of il s_tarted in November 1997. Insingle processing, drilling and accommodation platform and
1999 the average daily production was 143,000 barrels Pery subsea manifold.

day, of which Hydro’s share was 12,000 barrels per day. By

the end of 1999 a sufficient well capacity had been Gas is being transported through pipeline to St. Fergus.
established to sustain a plateau production level of Production started in August 1998. In 1999, the average
approximately 175,000 barrels per day. Gas handling daily production from the field was approximately 39,000
facilities and gas transportation pipe line for the associatedbarrels of condensate and 641 million cubic feet of gas.

gas is currently being installed, with an expected start of gadydro's share of production was approximately 2,000 barrels
export by 1 October, 2000. of condensate and 30 million cubic feet of gas per day.

Hydro has decided to sell its interest in the Britannia field.
International

Gryphon Field. Hydro became an owner in Gryphon as a
result of the Saga acquisition. Production from the Gryphon
i i i field, which is located in the UK sector of the North Sea,
Canada. Oil production came on stream in November 1997101 in 1993 and peaked in 1995. The field is developed
The production in 1999 reached an average level of 100’0({93ing a floating production, storage and offloading vessel
barrels per day, of which Hydro's share amounted to 5'Oooconnected to subsea wells. In 1999, the average daily
barrels per day. The estimated average production level in . 4 ction from the field was approximately 21,000 barrels
2000 is expected to be 150,000 barrels per day and a furthgg o 1y dro's share of production was around 3,000 barrels

production build up is expected in 2001. The platform has ¢ i per day. Hydro has decided to sell its interest in the
handled peak throughput of 180,000 barrels per day. Gryphon field.

Hibernia Field. The Hibernia field is located in the Grand
Banks area offshore the east coast of Newfoundland in

Kharyaga. The Kharyaga field located in North West RusSigy;qtje Area. Hydro became an owner in the Thistle area as

startgd production in October 1999 unde'r a Produc.t?on a result of the Saga acquisition. The Thistle area, which is
Sharing Agreement (PSA) with the Russian authorities. located in the UK sector of the North Sea, includes Thistle,

Hydro's share in the PSA is 40 percent. In 1999, the averag&eaa . Deveron and the Don Northeast and Southwest
oil production reached 2,000 barrels of oil per day. Hydro Sfields. The production from the Thistle field started in 1978.

share amounted to 600 barrels of oil per day (net gfter ~ The main production platform is the Thistle platform. The
Government take). The expected average production during, e fie|ds are tied to this platform either by deviated wells
2000 is 8,500 barrels of oil per day. or as satellites. In 1999, the average daily production from
Mabruk. The Mabruk field is located in Libya, and the area was approximately 9,000 barrels of oil. Hydro‘s
production started in 1995. Hydro became owner of a 25 share of production was around 1,000 barrels of oil per day.
percent share in the license through the acquistion of Sag Hydro has decided to sell its interest in the Thistle area.
Hydro's share is through a Development and Production
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MARKETING OF PRODUCTION volumes have been allocated to fields, Hydro's share of the
future deliveries is uncertain. However, Hydro's share is

Natural gas produced from fields in which Hydro has an expected to be between 11 and 12 percent of total deliveries.

interest is mainly sold under long-term contracts. Pricing

under such contracts is generally based on a market principe1996, the Norwegian authorities decided that the gas sales
whereby the natural gas price is indexed to oil product priceontract with the German company, Verbundsnetzgas

in the end user market, mainly gas oil and low sulfur fuel 0i(VNG), should be allocated to the Oseberg Field, and that
Norwegian natural gas export contracts are generally Hydro should become operator of the contract administration.
negotiated jointly by the three Norwegian companies, Statoithe gas deliveries started in October 1996. The Troll and
Hydro and Saga in the Gas Negotiating Committee (GNC) &teipner fields will deliver gas on behalf of Oseberg until

a non field-specific basis. Hence, Hydro's options in sellingyear 2000, when gas export from Oseberg is planned to
natural gas on a company basis are limited. In 1993, a Gascommence. However, the operator tasks have already been
Supply Committee (FU) consisting of both Norwegian and undertaken by Hydro.

international companies was established to propose fields to

be allocated deliveries for new gas sales contracts negotiat;gﬂe operatorship of the gas sales contract with Transgas was
by the GNC. The allocation of fields to contracts is decided!'@nsferred to Hydro on 1 December, 1999 as the Oseberg
by the Norwegian authorities. field was assigned the contractual responsibility for the

Transgas deliveries.
Gas consumption in Western Europe, the most important . . )
market for Norwegian gas, increased by approximately 47 The responS|b|I|'Fy for contract administration for the gas
percent from 1998 to 1999. Gas consumption continued to contracts for Heimdal was transferred to Hydro from EIf as
grow at the same rate as in the two last decades, steadily part of the transfer of the operatorship of the field, which was
increasing the market share of natural gas in relation to othgffective as of 1 January, 1998.

fuels. This trend is anticipated to continue into the next Hydro markets its own crude oil. A portion of the production
decade, with an annual demand growth of between three apd:panneled to Hydro's affiliated refinery. The remainder is
four percent. sold on a spot or short-term basis, generally at current world
market prices, through its trading operations. See
"Management's Discussion and Analysis - Risk Management
SCommodity price risk - Oil".

In the mid-1980's, contracts were entered into between the
licensees of the Troll field and a group of continental
European gas distributors for the sale of substantial volume:
of the Troll gas. The contracts provide considerable
flexibility, allowing for the supply of gas from other fields on
the Norwegian continental shelf.

Deliveries from the Sleipner East field started in 1993 and
deliveries from the Troll and Sleipner West commenced in
1996 for delivery under contracts terminating in 2026. In
1995, the remaining purchase options were exercised by
existing customers. Substantially all gas production from the
first development phase of the Troll and Sleipner East fields
will be sold through these contracts.

Natural gas deliveries from the Norwegian continental shelf
amounted to 45.8 billion standard cubic meters in 1999.
Hydro's share of these deliveries was approximately 9.1
percent.

During 1999, a gas sales agreement with the Polish Oil and
Gas Company was entered into for deliveries of 0.5 billion
cubic meters per year until 2006. Deliveries are expected to
start in 2000.

Based upon all present contractual commitments, the total
committed gas sales from the Norwegian continental shelf
will be around 70 billion cubic meters annually in plateau
period starting around 2005. Since not all of the contract
15
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Transportation of Oil and Gas

Hydro has an interest in all major pipelines for the transportation of oil and gas on the Norwegian continental shef and in t
corresponding land terminals, as set forth in the table below.

Hydro's

Length interest
Pipeline End points (km) (%)
Norsea Gas A/S (gas) (1) Ekofisk - Emden (Germany) 440 4.63
Norpipe Oil A/S (oil) (1) Ekofisk - Teesside (UK) 335 3.50
Frigg Norwegian pipeline (gas) (1) Frigg - St. Fergus (UK) 350 32.87
Statpipe (gas) Statfjord - Ekofisk - Karstg (Norway) 880 10.00
Oseberg Transport System (OTS) (oil) (2) Oseberg - Sture (Norway) 115 22.23
Zeepipe phases 1 & 2 (gas) (1) Troll - Sleipner - Zeebruigge (Belgium) 1,300 8.00
Europipe (gas) Troll - Sleipner - Emden (Germany) 600 8.00
Frostpipe (oil) Frigg - Oseberg (Norway) 82 13.75
Sleipner East NGL pipeline (oil) Sleipner - Karstg (Norway) 245 10.00
Troll Oil 1 & 2 Troll - Mongstad (Norway) 85 9.73
Franpipe (gas) (1) Draupner (16/11 S/E) - Dunkerque (France) 840 11.65
Netra (gas) Etzel (Germany) - Salzwedel (Germany) 292 6.20
Asgard Transport (gas) (3) Asgard - Kérstg (Norway) 730 9.60
Europipe 2 (gas) Karstg (Norway) - Dornum (Germany) 653 15.36
Oseberg Gas Transport (OGT) (2) (3) Oseberg - Heimdal (Norway) 108 22.23
Vesterled (2) (4) Heimdal - Frigg (Norway) 45 17.33

(1) Hydro has a 4.63 percent interest in the terminals at Emden, 5.3 percent interest in the Teesside oil and condensatd2e3pecent interest in the
St. Fergus gas terminal, a 5.39 percent interest in the gas terminal at Zeebriigge and a 7.57 percent interest in thgd3utekeigad

(2) Hydro is operator for the OTS, OGT and Vesterled.
(3) Pipeline is under construction.
(4) Construction is planned to start in autumn 2000.
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Due to the acquisition of Saga, Hydro's interests in most ofKollsnes, from OTS-The Sture Crude Upgrading Project at
the oil and gas pipelines have increased in 1999. In generature and from the Mongstad refinery. Necessary agreements
Hydro's transportation interests are approximately equal towitn Kollsnes, Sture and Mongstad have been established.
Hydro's shares in the oil and gas fields on which the Transportation and processing agreements with initial shipper
transportation systems were based. The pipelines can alsolizences are currently in the process of being finalized.

used for transportation of oil and gas for other than the

owning companies, and this will become increasingly A plan for installation and operation, covering the upgrade of
important as new fields are developed in the vicinity of  the Sture oil terminal, was approved by the authorities in
existing infrastructure. 1998. The upgrade will allow for further processing of

Oseberg crude oil and allow for the production of a propane
The carrying value of Hydro's shares in transportation and butane mix (LPG). The Sture Crude Upgrading Project
systems and associated terminal and processing facilities W8S UP) facilities started up as planned 1 December, 1999.
NOK 12 billion at the end of 1999. Most transport The SCUP facilities are built for and include three

agreements are based on a tariff per unit transported whictentities/owner groups: OTS , Hydro as 100 percent owner of

covers the operating costs of the transport system plus a the LPG facilities, and Vestprosess DA.

return on the capital invested. The Norwegian government

must approve the tariff. The Asgard Transport system is under construction and is
expected to be operational in the year 2000. Asgard

The first phase of the Zeepipe gas pipeline, from the SleipriBransport will transport gas from the Asgard field to the

field to Zeebriigge in Belgium, was completed in 1993. TheKarstg terminal for processing. A major expansion of the

Europipe gas pipeline to Emden in Germany was completegdrocess capacity of the Karste terminal is also under

in 1995. Phase 2A and 2B of Zeepipe, to link the Zeepipe atwhstruction and is scheduled for completion in year 2000.

Europipe pipelines to the Troll field, were completed in 1998 otal investment is expected to be NOK 8.3 billion. Hydro's

and 1997, respectively. share of the investment is expected to be approximately NOK
1.2 billion. Through the acquisition of Saga, Hydro increased

In 1998, the Franpipe pipeline from Sleipner to Dunkerque its share in Asgard Transport from 2.6 to 9.6 percent

was completed. Further, a pipeline from the Karsta terminal

to Dornum in northern Germany, the Europipe 2 pipeline, Hydro is operator of the Oseberg Gas Transport (OGT)

started operations in the autumn of 1999. system, which will export gas from the Oseberg field to
Heimdal for further transportation through the Statpipe or

In conjunction with the further development of the Ekofisk Vesterled system. The authorities approved a Plan for

fields (Ekofisk I), the license periods for the oil pipeline to Investment and Operations in the spring of 1999. The total

Teesside in the UK and for the gas pipeline to Emden in  investments are expected to be NOK 1.6 billion, including

Germany were extended to the year 2028. As compensatioRGT's share of the Heimdal Riser Platform. Hydro's share of

for extending the license period, the Norwegian state and the investment is expected to be approximately NOK 400

Statoil will increase their interest to 60 percent in the gas million.The OGT system will be ready for start up 1 October,

transport and terminal system in 2005 and further to 70 2000.

percent in 2007. Hydro's share in the gas chain will therefore

be reduced from 4.63 to 3.93 percent in 2005, and further Hydro is also operator of the Vesterled system, which will

reduced to 3.239 percent in 2007. export gas from Heimdal to St. Fergus in the UK via a new

connection to the existing Frigg Norwegian Pipeline. A Plan

for Investment and Operations was submitted to the

In 1999, approximately 459,000 barrels of oil were oo .
transported per day through the Oseberg Transport Systemauthorltles in December 1999, and is expected to be approved

n May 2000.
(OTS). Hydro's share in OTS increased from 13.68 to 22.3I y

percent as a result of the Saga acquisition. Vesterled will comprise the new 45 km pipeline connection,

Vesterled's share of the Heimdal Riser Platform and the Frigg
As aresult of the Saga acquisition, Hydro became an owneyorwegian Pipeline, which will be merged into the
in Vestprosess DA (VP) with an interest share of 17 percenyesterled. The total investments are estimated to be NOK
VP is a transportation system for condensate and NGL fron®35 million. Hydro's share will be approximately NOK 215
Kollsnes and Sture to Mongstad, and a new fractioning plambillion.Vesterled is planned to be ready for start up 1
for refining of these products at the Mongstad plant. VP~ October, 2002.
started operations in October 1999. VP transports and
processes products "as produced” from the Troll facilities at
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Crude oil from Hibernia is transported from the field in two scale provisions under which the Norwegian government
dedicated offshore loading tankers partly direct to market anduld increase its share in any license varying with the
partly via a transshipment terminal at Whiffen Head, planned production profile for that license. The sliding scale
Newfoundland. Hydro has a 14.9 percent interest in the longrovisions have been abolished for licenses granted after 1
term timecharter for one of these tankers. Timecharter for alanuary, 1993. Furthermore the Norwegian government has
third tanker, in which Hydro has a 12.7 percent interest, wadecided that the sliding scale option shall not be exercised for
entered into in 1998. This tanker is under construction and licenses that have not yet made a development decision. In
will start operation concurrently with start of production fronaddition, the Norwegian government's participation in new
the Terra Nova field. The terminal is owned by licenses is no longer fixed at 50 percent and may vary from
Newfoundland Transshipment Ltd. Hydro has a five percenlicense to license. In the 15th licensing round in 1996, the
shareholder interest in this company and has entered into anaximum government participation was 35 percent.
long-term obligation for use of capacity at the terminal. The ) N
terminal will be expanded for Terra Nova. When Terra Nov&©" licenses granted after 1 July, 1985, the authorities can

starts production, the total tanker capacity will be operated fif!ay development of a field indefinitely pursuant to the
a pool as one regional transportation arrangement. Norwegian Petroleum Act. Should development be delayed,

licensees can apply for an automatic extension of the license
term corresponding to the delay period. For licenses granted
before 1 July, 1985, the conditions in the specific license

In December 1997, the European Union (EU) approved theapply.

Gas Market Directive, which aims to liberalize the EuropearA ding to the N ian Petrol Act the N .
gas market. Being a major natural gas exporter to the ccording fo the Norweglan Fetroleum Act, the Norwegian

. rgovernment may, if vital national interests are at stake, direct
European market, as well as a major natural gas consume

. the oil companies to reduce petroleum production. Due
the consequences for Hydro are likely to be twofold. As an q t be ai o] ‘ | )
exporter of gas, there will be a need to adapt to changing regard must be given fo fong-term gas supply agreements.

market conditions with potentially more players and The Norwegian government exercised its rights under the Act

competition in the market. However, increased competition ng](ftpirr:()d from 3?8: t? llsgggtl: trl]\le penqd from 30 Junet,
in the end user market could eventually lead to reduced 0 Ihe second tertia » the Norweglan governmen

.y . ) imposed no limitations on petroleum production. Since the
energy costs for Hydro facilities situated in the EU. In . . . i
- ; .. second tertial 1998, production regulation has been effective
addition, changes in the natural gas market could provide

. . . with the aim to reduce oil production by three percent
new business opportunities upon which Hydro may also _ . .
capitalize relative to previous production plans reported to the

authorities. Any prolongation or reduction of Norwegian
Norway is not a member of the EU, but the directive is production cuts after the first quarter of 2000 will be assessed
relevant for Hydro's Norwegian operations because Norwayn light of the market development.

participates in the European Single Market through the _ . .
The Norwegian government can require that licensees

European Economic Area (EEA) agreement. The directive is " > . .
to be implemented by the EEA nations by the end of year participate in the dismantlement and removal of offshore oil

2000. and gas installations (platforms) when production ceases or at
the expiration of the concessions, whichever occurs first. If

The directive prescribes that a minimum of 20 percent of the Norwegian government requires, dismantlement and

national markets should be opened for competition, growingemoval costs are not tax deductible. The Norwegian

to at least 33 percent after ten years. The most important government is, however, required to reimburse participants

policy tool will be the introduction of Third Party Access  for a portion of these costs. Costs will be reimbursed in the

(TPA) in downstream transportation systems for natural gasame proportion as the accumulated petroleum taxes paid by

undertakings, power plants and large industrial customers. each company over the life of the field in relation to the
accumulated petroleum tax base for the same period. Hence,

Norwegian Government Regulations with the tax regime applicable to the Norwegian petroleum

- Oil and gas industry, the Norwegian government would carry the larger

Hydro is subject to Government regulations of various kind?art of sl,uc.rl} COStS(‘j The Z?St of a?]y dlsmar;t]emel?t gnd q
in different countries as are other companies in similar removal will vary depending on the type of installation an

businesses. In particular, the oil and gas business in Norwa{c?e decision of the authorities regarding the timing, type and
is governed by laws defining the rights of the government egree of dismantlement and removal.

and license holders. Licenses were for many years subject to

a minimum state participation of 50 percent and to sliding

Competitive conditions
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The Norwegian government has the option to take ownershigpital expenditures incurred after 1 January, 1992, the

of an installation at no cost to it at the end of the applicable"uplift” is equivalent to five percent per year of the original
concession period. In such case, the Norwegian governmeamount of the capital expenditure for a six year period
would assume total responsibility for any dismantlement anstarting when the expenditure occurs. Unused "uplift" can be
removal of the installation. As a basis for estimating Hydro'sarried forward indefinitely.

future participation in well closure costs and dismantlement

and Hydro's future abandonment and dismantlement costs Thin Capitalization Rules. As of of 1 January, 1994, thin

management evaluates Norwegian and international laws, capitalization rules were adopted for companies operating on

treaties and practices, and the estimated value of recoveraﬂ?@ Norwegian continental shelf. Under the thin capitalization

oil and gas reserves that are expected to exist at the end Ofules, the portion of interest expense which is deductible for
the various concession periods ordinary and special petroleum taxes will be reduced if debt

to total capital exceeds 80 percent. Hydro is not presently
Licensees are responsible for all plugging and well closure affected by these rules.
costs of individual wells on the Norwegian continental shelf.

These costs are treated as a deductible expense for both €arbon Dioxide Emissions Tax. Beginning 1 January,
ordinary tax and special petroleum tax purposes. 1991, the Norwegian government introduced a tax for carbon

dioxide (CGQ)) emissions from platforms. As of 1 January,

Accruals for both estimated future abandonment and 1999, the tax was decreased from NOK 1.07 to NOK 0.89
dismantlement costs and plugging and well closure costs aper standard cubic meter gas flared or used for fuel purposes
recorded using the unit-of-production method. offshore. The tax has been further reduced to NOK 0.70 per

) standard cubic meter as of 1 January, 2000.
Hydro's share of the estimated total cost of well closure costs

and decommissioning and removal of the installations is  The CG, tax, which is treated as part of operating costs, is a
approximately NOK 4,052 million. As of 31 December, deductible expense for both ordinary and special petroleum
1999, Hydro had accrued NOK 2,041 million for well closur@icome taxes.

and abandonment costs for offshore installations. In 1999,

NOK 542 million was charged to expense. In 1998 and 199Is,oya1ty. A Norwegian government.royalty is applied to
charges to expense were NOK 277 million and NOK 300 fields approved for development prior to 1 January, 1986.

million, respectively. In 1999 and 1998 expense included 1€ royalty rates vary from 10 percent to 16 percent for oil

additional accruals due to increased cost estimates for sev&fdf Increases with the level of production. Gullfaks and

fields and a shorter expected production period for the FrigqS€P€rg are now the only licenses held by Hydro for which
area. royalty is applicable. For these fields royalty will be

gradually reduced for a period of six years, commencing 1
Taxation in Norway January, 2000.

Ordinary Taxes. Profits from domestic oil production are  Area Fee. The area feeis a fee per square kilometer of
subject to Norwegian income taxes at the rate of 28 percenlicense area. The rates increase over time, beginning with the
Profits from domestic oil production are subject to award of the license The rate structure was modified and the
Norwegian income taxes at the rate of 28 percent. The rate level reduced in 1998. As from 1 January, 1999, the area
maximum depreciation rate for investments in oil and gas fee is not applied during the first years after the license is
production facilities is 16 2/3 percent per year for tax awarded. The rate then increases to a maximum of NOK
purposes. The depreciation starts when expenditures are 70,000 per square kilometer per year approximately 16 years
incurred. Deductions for exploration and other costs are  after the award of the exploration license.

given in the year they are incurred. Revenue for tax purposes = . .

is based on market norm prices (as determined on a quartergation in United Kingdom

basis by a Government appointed board) for crude oil and @htroleum Revenue TaxThe Petroleum Revenue Tax

realized p?riges for gas and other primary products. A (PRT) is assessed on a field by field basis. A ring fence
company's income and costs connected with all offshore 5414 each project precludes the ability to offset losses from
petroleum projects are assessed on a consolidated company,« field against the PRT bill of another field. PRT is

basis. currently assessed on the basis of six-month periods. The tax
Special Petroleum Tax. This tax is levied on net income rate is 50%. PRT has been abolished for fields approved for

from oil and gas activities on the Norwegian continental Shg{avelopment after March 16, 1993. In Hydro’s portfolio,

less an "uplift." The tax rate of the special petroleum tax is gtl)ba’ Gryp_hoon. apd the fieI(_js in the Thistle area are subject
percent (in addition to the corporate tax of 28 percent.) Fort© PRT. Britannia is not subject to PRT. PTR has the effect of

taxing the more profitable fields while allowing sufficient
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incentive to develop marginal fields. The effective rate of REFINING AND MARKETING
PRT may, therefore, vary markedly from one field to another.

The activities of Refining and Marketing include marketing
PRT is assessed on total field revenues less deductions folof crude oil, natural gas liquids and refined oil products.
royalty, operating costs and allowable capital expenditures Hydro has an interest in the Scanraff refinery in Lysekil,
plus any uplift. Certain capital expenditures are currently  Sweden, and has a wholly owned retail marketing network
uplifted at a rate of 35%. When a field has reached for gasoline and oil products in Sweden. Through its alliance
“payback,” any capital expenditures in subsequent periods in the 50 percent-owned Hydro Texaco, Hydro participates in

will not qualify for uplift. Payback is defined as the point in retail marketing activities in Norway, Denmark and the
time when accumulated income exceeds accumulated costgaltic countries.

Further deductions can be taken for losses carried forward Refining and Marketing
plus the cash equivalent of the “oil allowance”. The
maximum oil allowance per chargeable period per field —
equals 500,000 tonnes with an accumulated allowance of 1%ef'n'hg

million tonnes for fields approved for development prior to G_asc’“ne ) 969 856 926
1982, and 20 million tonnes for fields approved for Diesel fuels, gasoils, etc. 880 836 902

(000's tonnes) 1999 1998 1997

development between 1982 and 1993. Oil allowance not ug—é%avy fuel il 476 481 514
in any period may be carried forward as long as the field Othelr fini 59 49 69
produces oil, but the maximum oil allowance per chargeablgOta refining 2,384 2,222 2,411
period still applies to each such period. Trading

Crude oil/NGL 11,927 11,453 11,341
To benefit less profitable fields, there is an upper limit Ol products 2,660 2,686 2,822
known as a “safeguard” on the amount of PRT payable. This bt 4 sales
. . . tribution and sales
is calculated entirely separately, and the payment is the IO@O‘S cubic metres)
of PRT calculated under the general rule and the tax paya soline 635 634 647
as c.:alculated for safeguard purppses. Safeguard applies fOégS oil 823 870 851
period up to payback together with half as many chargeable
periods again. Y Excludes Hydro Texaco

Corporation Tax. CT is charged on a company basis and nétternational trading activities include the sale of Hydro's
on a field basis. It is, therefore, possible to offset losses  crude oil, refined oil products and NGL production, as well
arising in one field against profits from another field. CT is as the supply of NGL feedstock to several of Hydro's
assessed on a fiscal year basis. It is currently charged at afextilizer and petrochemical plants. The volumes of these
of 30% of the Company’s total revenues less operating coséstivities have increased proportionately to Hydro's oil and
exploration costs, abandonment costs and depreciation forgas production over the past years.

purposes. Furthermore, PRT payable is deducted when

calculating CT profits. Hydro holds a 21.5 percent share in the Scanraff refinery and

a 50 percent share in the adjacent catalytic cracker for
Royalty. A royalty is payable at 12.5% of the value of upgrading of products (Scancracker). Scanraff is one of
production from each license, less certain cost deductions. Europe's most modern refineries with a crude oil capacity of
Fields given development consent after March 31, 1982 arden million tonnes per year, of which Hydro's share in 1999
exempt. For Hydro, only the Thistle-fields are subjectto  corresponded to about 2.4 million tonnes of finished
royalty. products. This represents an increase of approximately .2
million tonnes from 1998 attributable to Scanraff's
maintenance shutdown in 1998 for approximately five weeks.
A substantial portion of Hydro's share of refined oil products
is sold through Hydro's affiliated retail outlets in
Scandinavia. Effective 1 January, 1995, Hydro and Texaco
Inc. merged their retail marketing and distribution systems in
Norway and Denmark in a joint venture in which each owner
has a 50 percent interest. In 1999, Hydro Texaco had a 18.6
percent market share for gasoline in Norway and 15.6 percent
in Denmark. The joint venture operates 411 gasoline outlets
in Norway, 504 in Denmark and 30 in the Baltics.
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In 1999, Hydro's retail network in Sweden comprised 592 ENERGY
gasoline outlets and 114 Hydro Diesel Service (HDS) site. o .
Since its 1996 acquisition of Uno-X, a Swedish gasoline Energy's activities include the production and sale of

chain, Hydro has increased its Swedish market share in ~ €lectricity generated at hydro-electric power plants in
gasoline to 11.9 percent. Norway, primarily for use in Hydro's own production

facilities. Energy is also responsible for acquiring additional
Both directly and through the Hydro Texaco joint venture, power to meet the needs of Hydro's production facilities in
Hydro is marketing a full range of complementary energy Norway.
products to end users in Scandinavia, including oil products,
electricity, biodiesel for cars and bioenergy for heating. ~ (in Twh) 1999 1998 1997

. . . Internally generated power 10.2 8.8 9.2
Future consumption of oil products will depend on the Total power available 297 24.0 23.6

general economic development in Scandinavia as well as the
prevailing duty and tax policy. A moderate growth in fuel  The total amount of power available in 1999, either produced
consumption is expected. However, consumption of heatingpy Hydro or contracted, was 29.7 TWh, compared with 24
oil is expected to continue to decline. TWh and 23.6 TWh in 1998 and 1997, respectively. The

) ) ) . increase in 1999 was primarily due to higher water reservoir
Capital expendltu_res in 1999 were NOK 79 mll!lon a“d, levels resulting in increased power production and increased
related to the maintenance of depots and existing retail trading activity due to favorable market conditions. In 1999,

network and new—.b_uild outIet;. Cgpital expenditun_as in 199§|ydro consumed approximately 45 percent of the available

were NOK 136 million and primarily related to capital power, mainly for the production of light metals.

expended for the re-identification of Uno-X stations that Consumption varies somewhat from year to year depending
werc_—z acqplred in 1996 and some maintenance of existing upon the production levels in Hydro's light metals and other
retail stations. production facilities. In 1999, about 10.2 TWh was produced

With effect from 1 January, 2000, oil and gas trading, by Hydro's own power plants or plants in which Hydro has
refining activities and sale of dry gas will be transferred to a0 €quity interest. This compares with 8.8 TWh in 1998 and
Energy. The remaining oil marketing activities in Sweden, 9-2 TWhin1997. In addition, in 1999 Hydro received 0.2
including Hydro's joint venture Hydro Texaco, will be TWh from plants that it operates but in which it has no

reported under a separate segment named Oil Marketing. owners_hip interest. These su!opli_es are fully iqtegrated into
the national electric power grid (inter-connection and power

sharing) system, which further secures supplies and gives
added flexibility. Hydro is, therefore, in a good position to
purchase or sell surplus power from or to other producers and
utilities.

In May 1998, Hydro obtained a gas shipping license
providing Hydro the right to trade and ship gas in the UK
market. Specifically, Hydro acquired a transport right for 0.5
billion cubic meters of gas in the Interconnector UK Ltd.
between the UK and Belgium. Operations began on 1
October, 1998 with gas trading between the continent and the
UK. With the liberalization of the European energy markets,
Energy has established an operating unit in Brussels. The
primary function of the unit is to further develop Hydro's
downstream activities based on natural gas and the
generation, marketing and trading of electricity, as well as to
coordinate the sourcing of electricity and natural gas for
other Hydro divisions. In view of these developments, Hydro
has shifted its focus from electricity trading to gas trading
due to higher margins associated with the latter. (See
"Quantitative and Quialitative Disclosures About Market Risk
- Risk Management - Commaodity Price Risk - Electricity” for
additional information.) Through its ownership in the

German Netra pipline, Energy is shipping gas from Emden to
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Salzwedel in Germany. concession requirements for gas-fired power plants is

) ) ) expected in the Norwegian Parliament in the spring session
Energy has clear title concessions which do not revert to th8]c 2000

Norwegian government for power plants with a generating

capacity of 2.9 TWh per year. This represents approximatelp 1998, Hydro launched the idea of a hydrogen-fired power
34 percent of its normal production capacity. The remainingplant concept, producing low CO2 emissions. The concept
production capacity will revert to the Norwegian governmertontinues to be considered technically feasible, but further
without compensation after the expiration of the concessiongork is needed in order to improve the profitability of the
This will take place in the period between 2022 and 2049. Iproject.

1995, Hydro reached an agreement with the Norwegian . .
government that extended the concession periods for four 1ne Norwegian and Swedish energy markets have been

power plants through the year 2046 for compensation totalifi§'e9ulated. A Nordic energy exchange was established on 1
NOK 1.2 billion paid by Hydro in 1996. The plants have a January, 1996, with Sweden and Norway as participants.
combined annual production of around 3 TWh. See the Finland joined in June 1998. Border tariffs between the
additional discussion of the concession laws regulating the countries were also abolished.

ownership of hydro-electric power plants under Item 2 - it expenditures in 1999 were NOK 57 million. This
"Description of Property.” included investments in upgrading of hydro power plants and
extension of the Netra pipeline. Capital expenditures in 1998
of NOK 127 million primarily related to investments in the
peat pellets factory in The Republic of Ireland.

Energy has the responsibility to source necessary electric
power to Hydro's plants in Norway. To meet those needs
Energy has entered into long-term purchase contracts, the
majority of which are with the state-owned power company,

Statkraft. These long-term contracts provide assurance of Government regulations (Norway)
availability of a certain quantity of power to Hydro's power-

intensive industries. The contracts are considered favorablén 1996, a tax law was enacted in Norway for hydro-electric
to Hydro. power plants which came into effect as of 1 January, 1997. In

addition to ordinary income tax, the major provisions of the
In 1993 Energy entered into agreements with Statkraft for gaw called for the introduction of a surtax. The existing
extension through the year 2010 of certain purchase contrastgduction tax was abolished as of 1 January, 1998. The law
scheduled to expire in 1996. The contracts provide for 1.6 also provides for an upward revision of the tax depreciation

TWh per year at a variable price linked to the price of basis of assets. The higher basis will be deductible in future
aluminum and 0.7 TWh per year at a competitive price withyears in the form of increased tax depreciation both for
slowly rising prices in real terms. During 1995, Hydro ordinary income tax and surtax purposes. For additional

entered into a new agreement with Statkraft, which inC'Udeﬁ:hformation see "ltem 9 - Management's Discussion and

a renegotiation, extending the term of existing contracts fromhalysis of Financial Condition and Results of Operations -

1998 to 2010. As part of that agreement, Hydro will receive1999 Compared with 1998 and 1998 Compared with 1997 -
an additional 0.45 TWh on similar terms from 2007 to 2010Taxes and net income."

In 1997, Hydro entered into an agreement with Statkraft to
purchase electricity from 2000 to 2020. This agreement

covers the entire portfolio of the existing contracts describegqfits from hydro-electric power production are subject to
above and other long-term purchase contracts providing fopaginary Norwegian income taxation at a rate of 28 percent.
total of 5.4 TWh per year. The agreement extended the teffiieq assets are depreciated for tax purposes over 67 years ol

of these contracts, which previously were to expire betweeryncession period, if shorter (dams and tunnels); 40 years
2007 and 2010, to 2020. An additional 1 TWh annually Wa§machinery); and at a 5 percent declining balance

secured from 2000 to 2020. The price for these deliveries (transmission and other electrical equipment). The

under the new contracts are based on a price formula Whicﬁepreciation base of fixed assets was revalued as of 1

adjusts for real terms, and therefore, will be higher than in January, 1997. The tax law described above requires the

the present contracts. depreciation base to be revalued at the greater of replacement
Hydro owns one-third of the shares in Naturkraft AS, WhichCO;'t re((:ijut::ed bydtax de_prfematlon ﬁr the h|st_or|cal C‘?Slt
obtained concessions to build two gas-fired power plants in'© duce d y_ltlax epl)rec(;at(;on. _I;lurt hermor:e, m(;nateng ‘T"SS?S
Western Norway. The owners decided in 1999 not to build and goodwill are also deductible through tax depreciation for

the plants based on the restrictive emission permit for COZassets that revert to the Norwegian government.
which was given in January 1999. A renewed debate on

Ordinary Taxes (Norway)
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A company's ordinary income tax for hydro-electric power ALUMINIUM METAL PRODUCTS
plants is assessed on an aggregated basis and may be tax _ _
consolidated with other activities in Norway. Hydro is one of the largest European producers of primary

aluminum with growing remelt activities. Hydro's goal is to
Surtax on hydro-electric power plants (Norway) maintain its status as a reliable and long-term supplier of raw
materials, aluminum and semi-fabricated products.
The surtax rate is 27 percent. The surtax is assessed
individually for each hydro-electric power plant (ring-fenced'” 1999, capital expenditures for Aluminum Metal Products
taxation). Unlike the ordinary income tax, finance costs areWere NOK 826 million, compared with NOK 924 million in
not deductible, but to compensate for this, an uplift is 1998. The upgrade of the Ardal Carbon plant and the

deductible. Uplift is a special tax deduction computed as a increase of the cast house capacity in the Ardal Metal plant

percentage of the average tax basis of fixed assets (includif§e the two largest investment projects in 1999.
immaterial asse_ts gnd goodvyill) for a given year. The _ Trading and Marketing

percentage, which is determined annually by the authorities,

essentially provides for a certain return on capital which is As part of its strategy to be a full-service aluminum supplier,
not subject to surtax. The percentage used to calculate theHydro engages in trading of aluminum and related raw
uplift for 1999 was 9.1 percent. materials. Aluminum trading activities consist of both

_ _ physical metal purchases and sales, as well as trading on the
Revenue for surtax purposes is based on market spot PrC&Sondon Metal Exchange (LME). For additional information

with certain exceptions. Revenues from power supplies useéjn derivative commodity instruments, see "Management's
for a company's own industrial production facilities and fronﬂ)iscussion and Analysis - Risk Management.”
sales under certain long-term contracts are not subject to

market spot price adjustments. As most of Hydro's hydro- In 1999, Hydro entered in to a 10-year metal purchase
electric production is used for its own production or sold  contract for approximately one million tonnes of primary

under qualifying contracts, only a minor portion of the aluminum from Albras in Northern Brazil. The aluminum
production will be subject to taxation based on spot prices atill be marketed through Hydro's world wide metal supply
the time of production. system.

Losses can be carried forward indefinitely or until the plant Aluminum production
reverts to the State. Losses carried forward are adjusted fof;;nnes) 1999 1998 1997
inflation and the uplift percentage each year.

PRIMARY ALUMINUM

Apart from the uplift deduction, the provisions for finance Karmay 267,000 267,000 226,000
costs and the use of spot prices for revenue measurement,Ardal 201,000 197,000 181,000
and the elements of the ordinary tax and surtax base are Sunndal 149,000 146,000 142,000
identical. Hayanger 71,000 70,000 61,000
Searal
Natural resource tax (Norway) (Hydro's 49.9% share) 59,000 56,000 53,000
Slovalco
A nnatural resource tax related to hydro-generated electricitytlydro's 10% share) 11,000 11,000 11,000
became effective from 1 January, 1997. The rate for 1999 igotal primary ]
NOK 0.013 per KWh. The tax is fully deductible from the ~-2Minum production 758,000 747,000 674,000
Group's ordinary income tax.
REMELTING 300,000 204,000 201,000

Average price primary
aluminum (USD/tonne per
London Metal Exchange
3-month price) 1,387 1,380 1,619

Raw Materials

Alumina and energy are the major raw materials for primary
aluminum production. Hydro has a 35 percent interest in the
Alpart alumina refinery in Jamaica to secure a portion of its
long-term raw material supply. The remaining 65 percent is
owned by Kaiser Aluminum Corporation. The Alpart refinery

has a production capacity of 1.5 million tonnes per year. The
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Norsk Hydro 1999



Alpart refinery provided Hydro with 530,000 tonnes of 1999, an increase of 11,000 tonnes compared with 1998. All
alumina in 1999. Alpart has secured long-term supplies of production capacity was fully utilized during 1999.
bauxite, the raw material used in alumina production, from

local sources. Hydro has increased its market position through remelt

activities and long-term supply agreements. Hydro remelted
In January 2000 Hydro purchased a 25.3 percent share in thyeproximately 300,000 tonnes of metal in 1999 in its remelt
Alunorte alumina refinery in Brazil. This will provide facilities in Clervaux, Luxembourg; Rackwitz, Germany;
375,000 tonnes of alumina starting in year 2000. The Luce, France; as well as at its metal plants in Norway.

Alunorte refinery processes bauxite from the Tombetas mine ) -
in Brazil. Hydro already has an ownership interest in the /At the end of 1997, Hydro strengthened its position as a

mining company MRN, which extracts bauxite from the supplier of extrusion ingot by purchasing a remelt facility in
Tombetas mine. Rackwitz, Germany, with remelt production in 1998 of

23,000 tonnes. Production capacity at the end of 1999 was
In India, Hydro and its partners (Alcan Aluminium and 42,000 tonnes.
Indian Aluminium Company Limited), are performing a
study regarding the possible contruction in the state of Orissa

of an alumina plant with a capacity of 1.2 million tonnes pefy o will build a plant for the remelting of aluminum scrap
year (the Utkal project). Hydro has 45 percent stake in the j, Hendersen, Kentucky. The plant, which will have an initial

Utkal project. annual capacity of 90,000 tonnes, will commence operation

Alpart and Alunorte serve as the source of about 60 percerf-f1 2001. Utilizing state-of-the-art technology, the plant wil

of Hydro's alumina required for its primary metal productiorPr0duce & product interchangeable with primary aluminum
Alumina requirements in excess of this quantity are securet&'”et produced in smelters.

through long-term contracts. Competitive Conditions

Production Most of Hydro's production of primary aluminum is sold in

Hydro produces its primary aluminum at wholly-owned Western Europe.

smelters at Karmay, Hgyanger, Sunndal and Ardal in Demand for aluminum has historically been very cyclical in

Norway. The Norwegian smelters principally use Hydro's  h5re and closely tied to general economic conditions,

own production of hydro-electric power. Hydro also ~ which influence the industrial production, building and
produces primary aluminum via its 49.9 percent interest in yrancnortation industries.

Sgr-Norge Aluminium A/S (Sgral) and its 14.5 percent
interest in Slovalco, in Slovakia. Hydro increased its interesimportant structural changes are taking place within the
in Slovalco from 10 percent to 14.5 percent in December aluminium industry. The ownership concentration, defined as
1999. the share of primary aluminium capacity, held by the six
major companies, is increasing. The share was 43 percent in
Hydro also has several commercial contracts, including an 1995, is 50 percent today, and should be 55 percent following
off take agreement with Slovalco, which in 1999 supplied e completion of the Alcan/Pechiney/Algroup (Alusuisse)
Hydro with 74,000 tonnes of primary aluminum in €xcess of,erger and Alcoa's take-over of Reynolds. At the same time
the tonnage received through its ownership interest in the government involvement is dropping, from 25 percent in
smelter. A tolling agreement with an American smelter 1995 16 15 percent today. This trend is likely to continue. On
provides an additional 151,000 tonnes per year, which is 6 gumina side, Alcoa is an emerging dominant supplier to
primarily shipped to the US and Japan. Hydro also has & ¢ third party market. Including the effect of the Reynolds

long-term collaboration agreement with Talum, a primary - 5cquisition, Alcoa would have a market share of more than
metal producer in Slovenia, which provides Hydro with 50 percent.

40,000 tonnes of aluminum per year.
_ ) ) o For Hydro, this market development creates challenges in
Hydro has signed a Declaration with The Ministry of terms of increased need for cost reductions. However, the

Industry and Commerce of the government of Iceland and siive aspect is the potential for improved profitability
National Power Company under which it will perform a yithin this business. In this context, Hydro will take

study to establish the viability of a primary aluminum plant advantage of its multi-sourcing concept, as well as product
in Reydarfjordur, located on the east coast of Iceland. The jecommoditization strategy, for Europe and other parts of the

project is a joint venture with Icelandic investors. world, such as the US.

Production of primary aluminum was 758,000 tonnes in - aq part of a multi-sourcing concept and a desire to offer an
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extended product package to customers (scrap remelt servioeprporate value-added fabrication and/or finishing. The
Hydro is establishing remelt plants for conversion of company will form a new business unit "Extrusion North
extrusion scrap into extrusion billets in major markets in ~ America." Wells has an extruded products production
Europe. The same strategy is now being implemented in theapacity of approximately 75,000 tonnes.

US, the first step being the remelt plant now under

construction in Henderson, Kentucky with a capacity of ~ Aluminium Extrusion Production

60,000 tonnes. (tonnes) 1999 1998 1997
Extrusion products 376,000 353,000 327,000
Remelting 25,000 68,000 63,000

In 1999, capital expenditures for Aluminium Extrusion were
ALUMINIUM EXTRUSION NOK 467 million compared with NOK 617 million in 1998.

Capital expenditures included significant upgrading of
Aluminium Extrusion is the world's second largest extruder manufacturing facilities at six plants. Market positions of the
of aluminum in terms of volume, and clear market leader inpuilding systems unit were strengthened by taking complete
aluminum extrusions in Europe. In recent years, Hydro hasownership of operations in Austria, the Czech Republic and
increased its focus on downstream aluminum products by Hungary and acquiring a building systems company in
expanding its extrusion production facilities. Aluminium  Switzerland. The Heat Transfer unit opened a new welded
Extrusion has its own plants in all major markets in Europeube plant in the US. The enhanced focus on marine
and the Americas. Also, Aluminium Extrusion has applications of the extrusion international unit, driven by the
international joint ventures in Asia and South Africa. It is thggrowing market for use of light metals in ferries and cruise
world market leader in aluminum tubing for automotive heathips, was strengthened by the merger of the engineering unit
transfer applications. Aluminium Extrusion has its own Hydro Aluminium Maritime with the manufacturing
companies for the development, production and marketing @dmpany Marine Aluminium to form Hydro Marine

its building system brands WICONA®, DOMAL® and Aluminium in Norway with a 70 percent Hydro participation.
HYDRO MANUEL FERREIRA® in Europe and has more

than 60 business units in over 20 countries worldwide. Ther€he firm backlog for total extruded products amounted to
are 8,000 employees in Aluminium Extrusion. NOK 1,237 million at the end of 1999 compared to NOK

1,069 million at the end of 1998.
The building industry currently represents more than half of

the consumption of aluminum extrusions, while the Raw Materials and Production

transportation sector has and will continue to offer interesting

growth potential for aluminum extrusion applications. The Aluminium Extrusion had three remelt operations in Europe
low weight and recycling qualities of aluminum provide  in 1999, which are part of its operational support. Ownership
advantages over competing materials. Aluminium Extrusiorf a fourth remelt operation was transferred to Aluminium

is collaborating with car manufacturers and first tier Metal Products in 1999. Approximately 25,000 tonnes of
automotive suppliers on several projects to develop metal was remelted in 1999 compared to 27,000 tonnes
aluminum components for heat transfer systems. Supplyingeémelted at the same three plants in 1998.

the automotive industry requires meeting demanding

technical standards while pioneering new technology in a Competitive Conditions

very price competitive market with competition from ) . . o
alternative materials. The Heat Transfer business area of A Maor reason for Hydro's strong competitive position in the

Aluminium Extrusion has a technical center for product andeXtrUded products sector is the high degree of customer focus
dn a purposefully decentralized organization. Demand for

process development in Denmark and is strongly supporte i g . N .
by highly competent research and development environmeﬁ.{gmlnum has historically been very cyclical in nature. This

both within Aluminium Extrusion and Aluminium Metal is closely tied to the general economic conditions which
Products influence the industrial production, building and

transportation industries.
As of 1 March 2000, the Baltimore-based Wells Aluminium

Corporation is a part of Aluminium Extrusion. Wells has 7 ; . ]
plants in 6 states, supplying soft alloy extrusions and 1999 at a higher rate than in 1998. Growth is expected to

fabricated and finished aluminium components, and with continue in 2000 at approximately the same level, although

leadership positions in a number of attractive market nichedates will vary in different regions compared to 1999.
More than 50 percent of the extrusions produced by Wells

Worldwide aluminum extrusion consumption increased in
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OTHER LIGHT METALS An explosion at the Canadian DC-caster facility at the
beginning of 1999 caused Hydro to abandon the production

Aluminium Rolled Products’ (HARP) activities are of DC products and develop a safer process using different

primarily located in Norway and its production is sold to thetechnology as a replacement. At the end of 1999, a project

European market. Rolled products are used withinthe  was completed at Porsgrunn giving flexibility to produce
packaging, transportation and building industries. HARP'S gither pure or alloy ingot.

production of rolled products was 127,000 tonnes in 1999

compared to 123,000 tonnes in 1998. In order to secure the

supply of recycled aluminum, a 40 percent interest in ALKUPLANT NUTRITION

Metalle GmbH was acquired in November 1998. During the

first quarter of 1999, Hydro shut down Hydroslug a.s. Plant Nutrition's main activities are the production and sale

) _ ) of ammonia and fertilizer products, including nitrate
Automo_’uve Structures (HAST)is a glo_bal Iead_mg.produ_cerfert”izer, complex fertilizer and urea, primarily in Europe
of aluminum extrusion based automotive applications withi

With the trading of fertilizer principally outside Europe.
crash management, body structures and sub frames.

Ammonia is the main intermediate in the production of
HAST has experienced a strong growth in the market placelitrogen fertilizer.

Annual sales in 1999 for the extrusion based activity Plant Nutrition is one of the world's largest producers of

amountgd to NOK 2.b|II|0n from 10 developmept and fertilizers and is the leading fertilizer producer in Western
production facilities in 7 countries. HAST supplies productsELIrOIoe

to the major car manufacturers in addition to several first and

second tier suppliers. HAST received several large orders im Trinidad and Tobago, Plant Nutrition has a 49 percent
1999 for aluminium extrusion based bumper beams and interest in two plants (Tringen) with a combined ammonia
deformation elements. Based on current orders, HAST is capacity of approximately 990,000 tonnes per year and a 100
expected to achieve in a few years a market share in the carercent interest in an ammonia plant with capacity of
segment of around 25 percent for bumper beams in Europe305,000 tonnes per year. Hydro is committed to purchase

and a market presence in North America. In addition, approximately 700,000 tonnes of ammonia each year from
selected important orders were awarded to HAST for Tringen up to the end of 2003 at fixed and variable prices.
aluminium space frames in Europe and for sub frames in ) )

North America in 1999. The Farmland Hydro venture, in which each of the partners,

Farmland and Hydro, owns 50 percent, has a phosphate
In July 1999, Gréanges (now Sapa) and the Plastics Bumpefertilizer production plant in Green Bay, Florida. The plant
Systems unit of HAST were merged. HAST has an interestmduces diammonium phosphate (DAP) and mono-
40 percent in the new company Grénges Autoplastics AB  ammonium phosphate (MAP). The output is sold through
(now Autoplastics). In March 2000, Hydro entered into an Plant Nutrition's international distribution system,
agreement to sell the shares in Autoplastics back to Grangesmplementing its product range.

Magnesium Hydro is the world's largest producer of In 1999, capital expenditures were about NOK 1,096 million
primary magnesium and is also involved in recycling of ~ compared with NOK 1,960 million in 1998. A greater
magnesium. The western industry is composed of less tharproportion of investments in 1999 related to maintenance of
10 producers while there are numerous small plants in Chiristing plants and upgrading of the ammonia plants in Le
and three in the CIS. Hydro has plants for the production ofHavre and Porsgrunn. Investments in 1998 were mostly
primary magnesium in Norway and in Canada. Hydro ownsrelated to capacity expansion of the ammonia plant at Hydro
49 percent of the Canadian company, Meridian Technologi@gri Trinidad, maintenance of existing plants, and the

Inc., the world's leading magnesium die caster. The upgrade of the ammonia plant in Porsgrunn. The upgrade of
remaining 51 percent is held by our joint venture partner  Plant Nutrition's ammonia plant in Porsgrunn in Norway was
Teksid S.p.A., a subsidiary of Fiat S.p.A. completed during the summer of 1999. The upgrade

. ) . increased capacity by approximately 70,000 tonnes.
Hydro's combined production of primary and recycled

magnesium was 113,000 tonnes in 1999 compared to New information systems and a further integration of the
106,000 tonnes and 88,000 tonnes in 1998 and 1997, European organization have been implemented. Costs
respectively. relating to the development and implementation of these new

information systems peaked in 1998. The project was
completed during the first half of 1999. One of several
objectives of this project is to reduce overhead costs in the
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future. Raw material consumption

The phosphoric acid plant in Viaardingen in the Netherlang&22sonnes) 1999 1998 1997
was closed down, effective November 1999. The closure ©Oil/gas (million toe) 35 3.6 4.0
reduced the number of staff at Plant Nutrition's facility by ~Phosphate rock 1,150 1,250 1,200
aproximately 85. The total costs related to the closure werePotassium 850 970 950

NOK 195 million. Of this, NOK 120 million was charged to
operating income in the fourth quarter of 1998 with the Production

remainder charged in the first quarter of 1999. (000's tonnes) 1999 1998 1997
Marketing Ammonia (NH3) 3,300 3,400 3,650
Fertilizer products 11,300 11,600 11,900

Plant Nutrition has established a marketing network and

distribution system in approximately 20 countries in Europeraw Materials and Production

and an international marketing network and distribution

system with chartered gas tankers, bulk blending plants, salé¥ most important raw materials for Plant Nutrition's
offices, terminals and bagging operations in more than 35 fertilizer operations are natural gas, phosphate rock and
countries outside Europe. This smoothes seasonal demandotassium.

for deliveries and allows for better capacity utilization. The annual consumption of of oil and gas in the fertilizer

Plant Nutrition owns 25 percent of Qatar Fertiliser Companfusiness amounts to about 3.5 million tonnes of oil

S.A.Q. (Qafco) in Qatar. Plant Nutrition provides marketingeduivalents purchased mainly from external suppliers. Gas
support and technical assistance to Qafco. In 1994, it enterddPplies to the European ammonia plants are mainly covered
a ten year marketing agreement to sell ammonia and urea by contracts which provide for quarterly price adjustments to
produced by Qafco on a commission basis. This provides th@flect movements in the price of oil products. In 1999, Plant
segment with additional products for markets outside Europautrition’s ammonia production was 3.3 million tonnes.

In 1997, Qafco's urea capacity was nearly doubled by the Ammonia consumption was approximately 3.8 million

start up of Qafco IIl, a new plant having a capacity of tonnes in 1999.

730,000 tonnes for urea and 550,000 tonnes for ammonia.
See Note 14 of "Notes to the Consolidated Financial
Statements."

Phosphate rock is a key raw material for phosphate and
complex fertilizers. Phosphate rock requirements are mainly
covered through contracts at prevailing market rates. The

The fertilizer industry is characterized by strong seasonal annual consumption of phosphate rock will be significantly
fluctuations. Generally in Europe about 80 percent of annufduced as a consequence of the closure of the phosphoric
fertilizer use occurs in a six to eight week season. In contra@€id plant in Vlaardingen. Plant Nutrition’s requirements for
production takes place evenly throughout the year. phosphoric acid are covered through long-term contracts with
Approximately 65-70 percent of the annual sales of Plant €Xxternal parties.

Nutrition's European production of fertilizers occurs in the

period from September to March. In order to assure that th?acilities include: two plants each in Norway, Sweden and

product is available at agricultural co-operatives and Germany: four plants each in France and ltaly; one plant in

wholesalers in the peak period and to fully utilize the storag[%e United Kingdom and one plant in the Netherlands. The
capacity of the total distribution system, Plant Nutrition seeks )

¢ Il oroduct v th hout th Thi ‘Bulk of the production equipment was put into operation
0 sell products evenly throughout the year. This may requiig, i e 1980's and 1990's. At the end of 1999, Plant
extension of credit terms during the off-season. The increa

) ) . . . .%?utrition‘s total production capacity was approximately 12
in working capital requirements for extended credit terms is P pacty bp y

normally offset by the alternative costs which would million tonnes per year.

otherwise be incurred for carrying inventory during the off- Hydro entered into a joint venture with the South African

season. chemicals company AECI in December 1999 for the
production and marketing of NPK and liquid fertilizers in
South Africa. The joint venture company, Kynoch, is the
leader in the South African fertilizer market.

Plant Nutrition's major large scale fertilizer production

Capacity utilization levels in Plant Nutrition's fertilizer plants
in 1999 were comparable to 1998 levels. Due to high stocks,
production was reduced at some sites for a period in 1999.
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Fertilizer sales Prices for fertilizer products

(000's tonnes) 1999 1998 1997  (average monthly quotations) 1999 1998 1996
Urea - FOB Middle East
cuore oo oo waw S now
utside =urope ’ : ' Ammonia - C&F Western Europe
Total 19,100 18,500 18,800 $/tonne 119 145 186
DAP - FOB Gulf of Mexico
$/tonne 178 203 200

Competitive Conditions

As evident from the above table, prices for nitrogen fertilizer
fell significantly during 1997, 1998, and 1999. China stopped
importing urea in April 1997 and the negative effect of this
was worsened by the financial crisis in south east Asia. This
strongly influenced the international market for urea in 1998

In 1992, the members of the EU agreed upon the
implementation of the CAP (Common Agriculture Policy)
reform which included an agreement that 15 percent of
acreage devoted to arable crops should be taken out of

production during 1993-1996. By mid-1994, this reduction nd also in 1999. Low prices for urea, which can be a

had been implemented. During this same period, imports 0substitute for other types of nitrogen fertilizer, normally leads
fertilizers into Western Europe from the former Soviet Union P 9 ' y

(FSU) and Eastern Europe were increasing. The set-aside to downward price pressu_re on _other m_trogen fert|||zgr

- é)r ducts. The weakness in the international markets in
acreage was reduced from the initial 15 percent to 12 perc c%mbination with hiah capacity utilization for European
for the 1994/1995 season, 10 percent for the 1995/1996 roducers led to Iov%/]er nit?o 2; fertilizer prices in Euro e
season, 5 percent for the 1996/1997 and 1997/1998 seasoﬁ is significantly impacted Igertilizer's o} F(;rations sincepO\./er
and increased again to 10 percent for the 1998/1999 seasorqlé1 9 yimp P

It will remain at thel0 percent level for the 1999/2000 seas?n If_ _Of Its p_roducUon 'S st_ralght nitrogen fertilizer. Nitrogen
ertilizer prices may continue to be affected by these factors
and for the foreseeable future.

also in 2000. See "Management Discussion and Analysis -
Fertilizer consumption in Western Europe increased slightly-ertlilizer - Outlook™ for more information.

during the 1994/1995, the 1995/1996 and the 1996/1997 . e . .
The capacity utilization of European nitrate production plants

season. In the 1997/1998 season, however, fertilizer _
. . . o has been gradually reduced during the last years. Together
consumption decreased slightly. Fertilizer deliveries in the ) _ . )
with depressed commaodity prices world wide, this led to

1998/1999 season increased slightly for nitrogen and fell foéevere rice pressure on nitrate products in Europe. Financial
phosphate and potash. Fertilizer deliveries of nitrogen in the P P P pe.

first half of the 1999/2000 season (July 1999 to December ﬁsztltfa?:h?oﬁ::g:Zﬁoco;s}igﬁ?:y Ee?j?od?g/néng'
1999) were slightly higher than the year before. gep Pe, g Hydro,

announced comprehensive restructuring programs that are
Imports of fertilizers into Western Europe have not change@®xpected to improve the capacity utilization of the industry in
significantly since 1995/96. Imports from FSU and Central Europe and improve margins. In December 1999 Hydro
Europe decreased, while imports from other regions announced the decision to close down capacity of
increased somewhat. Preliminary estimates indicate that approximately 1 million tonnes of nitrate capacity in Europe.
imports to Western Europe have decreased in the current The names of the factories involved in the restructuring
fertilizer season as well. program were published in March 2000. See "Management

Discussion and Analysis - Plant Nutrition - Outlook." High
Western European fertilizer producers raised production i and gas prices will however represent a challenge for the

during 1996 as a result of improved operational efficiency. ywhole European and North American nitrogen industry for
The higher level of production continued in 1997 and1998. year 2000.

Plant Nutrition's competitors include five major European
producers which have individual market shares in the
Western European market ranging from five to ten percent.
Most have a strong presence in their home country and some
sales in other European countries. There are also numerous
small producers which only sell to local markets. Most
imports into Western Europe originate in Eastern Europe or
the FSU. The industry has surplus capacity in some product
groups and in some periods during the year.
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GAS AND CHEMICALS vessel and the construction of terminals in Sweden and

Poland.
Gas and Chemicals markets numerous products which

mainly have their origin in Hydro's ammonia and fertilizer In 1995, Hydro expanded its existing production capacity of
production. The main business sectors are Hydrogas, Hydréarbon dioxide by 100,000 tonnes in the Netherlands. In
Chemicals (nitrogen based chemicals including technical addition, Hydro acquired from ICI the right to sell carbon
nitrates), HydroCare and Hydro Oleochemicals. Gas and dioxide to its end users in the United Kingdom in order to

Chemicals focuses on sales and development of customerstrengthen Hydro's position in the UK market. Hydro also
specific products and applications. entered into a long-term contract to purchase carbon dioxide

from ICl in the UK.
The major industrial gas products are carbon dioxide and

three atmospheric gases: nitrogen, oxygen and argon, all ofarbon dioxide is also sourced through long-term contracts

which are supplied in bulk and cylinders. Carbon dioxide isfrom external suppliers.

used in the production of soft drinks and beer. In the food . . . . .
. L . ... .. Gasand Chemicals implemented new information systems in

production and processing industry, carbon dioxide is UtI|IZFi .

. . S . . . 98 at a cost of NOK 600 million.

in both solid and liquid form for refrigerating, freezing and

packing of foods. Nitrogen functions as a refrigerant and  Capital expenditures in 1999 totalled approximately NOK

freez_mg. agent, and as an inert gas. Among itsmany 246 million compared with NOK 415 million in 1998. In

applications, oxygen is used for medical purposes and in  addition, approximately NOK 460 million in production

combustion processes. Argon is used in an assortment of assets were transfered to Gas and Chemicals from Hydro

industrial processes and in welding. Agri Europe (now Plant Nutrition) in 1998.

Hydro Chemicals' products include nitrates for non-military
explosives, urea for the production of glue, and nitrogen
chemicals for a variety of industrial processes. Nitrogen  s35 and Chemicals competes with large international
based chemical products are sold to the mining, chemical &b mical and industrial gas companies. Product and
metallurgical industries, and to power plants. application development, technical support, cost efficient

The demand for HydroCare's products for the treatment of production and logistics are basic competitive factors. Most
waste water from industries and municipalities is growing iandL_j_CtS arebso!d 0 mdulstrlal customers and are therefore
the international market. HydroCare's main product for thissensmve to business cycles.

application is Nutriox (TM). The industrial gas business has been extended in Asia
according to plans, but the Asian financial turmoil has
impacted our business negatively.

Competitive Conditions

Hydro Oleochemicals, which in 1998 was transferred from
Pronova, another Hydro company, is in the international
business of fatty acids and esters. Fish oil is the main raw

material used in manufacturing.
KFK

The principal manufacturing plants in Europe are located in
Norway, Denmark, Sweden, Germany, the Netherlands, ~Hydro owns 62.3 percent of A/S Kom- og Foderstof
France, the United Kingdom and Italy. In Asia Hydro has Kompagniet (KFK).). KFK is a publicly-held Danish

manufacturing plants in Sri Lanka, India, Thailand and ~ ¢0mpany engaged in the production and sale of animal and
Malaysia. In 1999, construction of a new factory in Malaysidish feed, as well as the trading of grain, feedstuffs, fertilizer
was completed and put into operation. and other agricultural related products. In 1996 KFK

established operations in the Swedish market through
Hydro's acquisition of the fertilizer plants in Italy has given acquisition of a majority position in Svenska Foder AB
Gas and Chemicals opportunities to expand its business  which had the same activities as KFK with the exception of
particularly for products with their origin in fertilizer fish feed. In addition KFK's business also includes the fish
production (for example, urea being sold for the productionfeed activities of the Biomar Group.
of glue). In 1997, a 50 percent owned joint venture was
established in Colombia to supply explosives to the mining KFK produces feedstuff by combining locally purchased
industry. In addition, activities were expanded for carbon ~9rain and other imported ingredients at 18 modern blending
dioxide gas through the acquisition of a subsidiary in India Units across Denmark and Sweden. KFK also operates
and a 52 percent stake in a company in Thailand. The blending units for fish feed in Denmark, Norway, France and
company also strengthened its distribution system for quuicfhe UK.
carbon dioxide through the purchase of a new specialty
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Grain trading is an integral part of the feed operations sincPETROCHEMICALS
grain is the most important input into feed blends. Locally

purchased grain is also traded internationally. In addition, Hydro is one of the leading manufacturers of the plastic raw
KFK is engaged in grain handling and drying. material PVC (polyvinyl chloride) and intermediate products

in Europe. Moreover, alliances have provided Hydro with
KFK has a network of approximately 100 distribution pointspositions in Singapore and China, while a new

in Denmark and is a major supplier of feedstuffs, fertilizers petrochemicals plant is being built in Qatar.
and other products to Danish farmers. KFK supplies

approximately one quarter of the Danish market with these The main area of use for PVC is within the building and
products. construction industry. PVC-based products are used for

various types of pipes, floors, roofing materials, window
Within the fish feed business area that operates under the profiles and cable insulation. PVC is also utilized in
brand Biomar, KFK has had a strong expansion in recent packaging, automotive applications and several other uses.
years. Biomar, with a turnover of NOK 1.8 billion, is the

second largest player in the European markets. Hydro's petrochemical activities are integrated from the
production of ethylene and chlorine, which are the basic

In 1998 a fish feed factory at Myre in Norway was severely components for VCM (vinyl chloride monomer, the raw
damaged by fire. New capacity was established during 199fhaterial for PVC), to the finished product, PVC. In addition,
at the factory in Karmgy, and a new factory at Myre will be some of the raw materials are purchased from third parties.
ready in the middle of 2000. Two types of PVC are produced, suspension PVC (S-PVC)
glnd paste PVC (P-PVC). PVC is also processed with

As part of a program to better utilize the assets in the anim o . . :
feed business, KFK in 1998 decided to close down two of ité.%ddltlveS into PVC compounds, with a variety of grades to

feed blending units in Denmark. The closures took place inmeet customer specifications.

1999 and represented approximately 15 percent of KFK's Hydro's fully integrated ethylene, chlorine and VCM
capacity at the time of the closure. The remaining blending production complex is located at Rafnes in Norway. VCM
units will be part of a centrally optimized system covering and chlorine are also produced at Stenungsund in Sweden.
the demand for animal feed. PVC operations are located in Porsgrunn in Norway,

Capital expenditures for KFK was NOK 428 million in 1999 Stenungsund in Sweden and Aycliffe in the UK.

compared to NOK 248 million in 1998. Caustic soda, a by-product of chlorine production, is sold to
customers in Europe and North America. In addition to its
Competitive Conditions own production, Hydro trades moderate quantities of caustic

. o : " ) soda in the same markets.
KFK is operating in a highly competitive environment, and

there is some over-capacity in the grain and feedstuff Hydro is in the process of finalizing necessary permits from
business in Denmark where at the same time a vigorous  Norwegian authorities for modernization of the chlorine and
reduction of the number of farms is taking place. The VCM plants at Rafnes and increased production. Realization

structure of the grain and feedstuff sector has not kept up of the project is dependent on approval from Hydro's Board
with the structure of the agricultural sector. During 1999, of Directors.

however, a number of acquisitions and mergers in both the

co-operative and the private part of the sector occurred. KFRYdro has a 60 percent interest in Singapore Polymer

has taken part in this process by purchasing Sjglund Malle Corporation (SPC), a PVC resin and a compounding

AIS, one of the largest private grain and feedstuff companié¥oducer. SPC’s annual production of 25,000 tonnes of PVC
in Denmark. resin was closed in December 1999, after 30 years of service.

Nevertheless, the company remains the largest single-site
The fish feed business is characterized by a few large compounder in South East Asia with a capacity of 70,000
companies covering approximately three quarters of the  tonnes per year. Hydro also owns a 51 percent interest in a
market. The market can be divided into feed for salmon andelatively small compounding company in India.
feed for trout and other fish. The market for salmon is the

biggest and also the fastest growing market. Hydro also has a 26 percent interest in a PVC resin and

compound manufacturer in Portugal (CIRES), and a 31.8
percent interest in Suzhou Huasu Plastics Co. Ltd., near
Shanghai in China. Suzhou Huasu Plastics started production
of PVC film in 1994, and in September 1999 the construction
of a S-PVC plant with a capacity of 100,000 tonnes per year
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was completed. long-term agreements and about 6,000 tonnes were spot
. o ~ purchases. A new cracker furnace in the ethylene plant is
Hydro has a 29.7 percent interest in a joint venture project IMder construction. It will commence producing in the

Qatar. Construction work started in 1999, and the take ovely, e of 2000 and will provide Hydro with approximately
certificate is scheduled to be issued in June 2001. The totab0 000 tonnes of additional ethylene per year. A major

project costs are estimated to be NOK 4.5 billion. Capacity maintenance shut down at Rafnes is expected to occur in

will be 260,000 tonnes of chlorine, 175,000 tonnes of EDC y;5y 5000 and will affect the production of ethylene, VCM
(ethylene-di-cloride for external sale) and 230,000 tonnes of ,y chorine. The ethylene plant has a maintenance turnover
VCM. period of 4 years, whereas the chlorine and the VCM plants

Mabo, the leading Scandinavian plastic pipe producer, wasShut down for maintenance every second year

sold to the Austrian company Pipelife (a joint venture
between Solvay and Wienerberger), with effect from 1
January, 1999. Mabo had been a wholly-owned subsidiary ®hroughout 1999, Hydro's S-PVC plant in Porsgrunn,
Hydro since 1993. In 1998, Mabo had sales of NOK 944  Norway, improved its operations. As a result, it reached the
million and a manning of 690. targeted design capacity by the autumn of 1999.

The total production of chlorine was 243,000 tonnes in 1999.

Hydro Coatings was sold to BASF with effect from 1 Competitive Conditions

September, 1999. Hydro Coatings produces 10,000 tonnes of

plastisol and other solution coatings at facilities mainly in that the end of 1996, an improvement program was launched
UK for customers engaged in coil coating of metal strips.  with the aim to improve Petrochemical's annual operating
The 1998 sales were NOK 263 million. Manning at the timeincome by NOK 500 million in the year 2000 compared to
of the sale of Hydro Coatings was 135. 1996. Improvements have been achieved through cost
reductions and increased efficiency in existing and new
production capacity. The results at the end of 1999 confirm
that Hydro continues to progress according to the program.

Capital expenditures in 1999 were NOK 432 million
compared to NOK 452 million in 1998.

Petrochemicals production In the first half of 1999, the PVC market was affected by the
(000s tonnes) 1999 1998 1997 hegative cycle in the building and construction industry, and
continued to be negatively impacted by the turbulence in the
Asian economies. During the fall, global S-PVC demand

BASE PRODUCTS

VCM 539 512 537 . .
Caustic soda 272 270 276 increased. Thg West European quoted price developed from
1.01 DEM/kg in the second quarter to 1.59 DEM/kg in the
POLYMERS fourth quarter (ICIS-LOR).
S-PVC 451 403 352
P-PVC 68 68 65  The global PVC demand in 1999 increased by 4 percent,
Total Polymers 519 471 417 from approximately 24 million tonnes in 1998 to
PVC Compounds 161 139 131  approximately 25 million tonnes in 1999. PVC has been the
focus of environmental groups due to potential negative
Average quoted prices health and environment effects arising from the production,
(000s tonnes) 1999 1998 1997 use and disposal of PVC. To date, the total demand for PVC
Etylene -DEM/tonne does not appear to have been significantly altered as a result
delivered 829 845 993  of this focus.
VCM  -Spot export
FPB USD/tonne 418 315 445 Hydro is the largest PVC supplier in the Nordic countries
S-PVC -DEM/kg with a market share of approximately 50 percent. In the
delivered 1.22 1.21 1.35

United Kingdom, Hydro ranks first with approximately 30

. . percent of the market.
Raw Materials and Production

) ) _ S-PVC pipe grade is considered to be a commaodity product,
The Raines ethylene plant, in which Hydro is operator and \jje there is considerable product and price differentiation
has a 51 percent interest, is to a large extent supplied by i other S-pVC applications. P-PVC, which accounts for

long-term contracts for natural gas liquids (NGL) froma 4144t 10 percent of the total PVC market, is traditionally
number of North Sea fields. Hydro's share of the ethylene ., nsidered to be a specialty product influenced only to a

produced in 1999 was 187,000 tonnes. Additional ethylene; itad extent by the S-PVC price development. In recent

requirements of about 50,000 tonnes were purchased thro%rs’ PVC producers have to a greater extent integrated
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downstream activities into PVC compounding and bulk 2000, and the company will file a FDA application during the
PVC-based production, such as pipe, fittings and calenderescond quarter.

film. Hydro's competitive position in vinyl is enhanced by its

well balanced product chain, geographical concentration argffective 1 July, 1999, Pronova's alginate business, Pronova
a high level of customer service. Biopolymer a.s, was divested and taken over by the US based
There were several mergers/acquisitions in both the gIobaI,Company’ FMC.

as well as the European, vinyl industry in the late 1990s. . . .

. . P y . y : . Technology and Projects (HTP) provides project and
Hydro is taking steps towards organizing its Petrochemlcalsen ineering services to Hvdro's operating seqments
entities in Norway into one separate legal entity, to be better g 9 y P gseq '

positioned to take part in this restructuring.See “Management . o )
Discussion and Analysis - Petrochemicals - Outlook.” Industrial Insurance. Industriforsikring a.s is a wholly
' owned subsidiary which provides property, casualty and

marine insurance for companies in the Hydro Group.

OTHER ACTIVITIES RESEARCH AND DEVELOPMENT

Hydro Seafood. Hydro is the largest salmon farmer in
Europe, with farming operations in Norway, Ireland and
Scotland. Including affiliated companies, the production .

amounted to 71,000 tonnes of Atlantic salmon in 1999. An 1999, 1998, and _1_9_97 respectively, on research and

. . . c{evelopment activities.

increasing part of the volume is sold as value added products

which are processed in Hydro's own processing plants in - The Group engages in research and development, both to
Norway and France. maintain its competitive position and to develop new

products and processes. The Group has reinforced its efforts
An outbreak of the fish disease, Infectious Salmon Anemiato utilize its ecological knowledge as a competitive

The Group spent a total of approximately NOK 1,043
million, NOK 1,044 million and NOK 868 million during

(ISA), in Scotland in 1998 led to culling of smolts and advantage. Several segments have carried out lifecycle
slaughter of salmon. This affected the result of Hydro analyses for their products and are working with customers
Seafood for 1998 and will lead to lower production for the on possibilities for reuse, recycling, waste reduction, and
next few years. lower energy consumption both in production and over the

life of the product. Hydro maintains major research centers in
Hydro has in March 2000 entered into final and exclusive Porsgrunn and Bergen, Norway, with a combined staff of
negotiation with the Dutch company Nutreco Holding N.V. approximately 542 as well as smaller research groups in
to sell its salmon production and sales activities operating aeveral subsidiaries. The Bergen facility is dedicated to the
Hydro Seafood AS. It is expected that a definitive agreemef@roup's oil and gas activities. Research centers for Hydro
will be entered into during the first half of April 2000. Aluminium are located at Karmgy, Ardal and Sunndal in
Norway, and in several subsidiaries.
Pronova’s main products are Omega-3 fatty acids used in
nutritional supplements, functional foods and
pharmaceuticals.

The following highlights major contributors to total research
and development costs incurred in 1999.

TheOil and Energy area incurred research and
Pronova has developed a drug, Omacor™, for treatment ofdevelopments costs in 1999 totaling approximately NOK 107
hypertriglyceridemia (increased blood lipids). The drug hasmillion, mainly by the Exploration and Production segment.
been approved in Norway, France, Germany, Austria, GreetRe amount incurred was primarily aimed at exploration
and the UK. Omacor™ is licensed to AstraZeneca for the Feichnology, virtual reality, increased oil recovery, multi-
East. In Norway, the product is marketed by Pharmacia & phase transportation, well technology, deep water
Upjohn. The product was launched in Thailand in Februarytechnology, subsea solutions and Health, Safety and
1999 and in the Philippines in March 2000. The product wilEnvironment with the purpose of reducing field development
be launched in Taiwan in the fourth quarter of 2000, and it ignd operating costs. Special focus on reduction of emissions
expected that the product will be launced in Hong Kong an@f carbon dioxide (C9 and Nitrogen Oxides (NQ is

Singapore in 2001. Pronova is preparing a registration of th@cluded in Hydro's research and development programs.
drug in China. The company will send in a variation of the _
registration in European countries for the indication Research and development costs forHizdro Agri area

"prevention of sudden death in post Ml patients” in March Were NOK 272 million in 1999. Thelant Nutrition
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segment contributed NOK 241 million a@ds and Outside Norway, the practice concerning the degree of
Chemicalssegment contributed NOK 31 million to the total. worker organization and the form of negotiations varies from
These costs are related to projects focused on improvemenrdse country to another.

of products and production processes, including solving

environmental issues.

TheLight Metals area incurred a total of NOK 451 million
in research and development costs in 1999.Altminium ENVIRONMENTAL PROTECTION

Metal Products segment iqcurred NOK 198 million relating Hydro is subject to changing environmental laws and regula-
to work on core technologies, new products and processestions that in the future may require the company to modern-

NOK 67 million was incurred by the Aluminium EXtrusion  jze technology to meet more stringent emissions standards or
segment focusing on metallurgy and die technology. to take actions for contaminated areas.

Other Light Metals contributed NOK 186 million in 1999 to Hydro had accrued NOK 204 million as of 31 December

the Light Metals aredlydro Automotive Structures 1999 and NOK 262 million as of 31 December 1998, for cor-
incurred NOK 96 million to this total. The activities are rective environmental measures. The corresponding expense
primarily focused on improvements of material and was NOK 10 million in 1999, compared to NOK 42 million
production processes, as well as development of new and NOK 47 million in 1998 and 1997, respectively.

products in order to be an attractive partner to the automotive

industry.Hydro Magnesium incurred NOK 59 million Hydro's share of the estimated total future cost of well clo-

aimed towards increasing productivity and product quality. sure, decommissioning and removal of offshore installations
The Porsgrunn research center works closely with market is approximtely NOK 4,052 million. As of 31 December,

development personnel in Detroit, Bottrup, Brussels and 1999, Hydro had accrued NOK 2,041 million for well closure
Tokyo to promote and develop applications for magnesiumand abandonment costs using the unit-of-production method.

particularly in the automotive industriydro Aluminium The accrual was NOK 1,115 million as of 31 December,
Rolled Productscontributed NOK 31 million in research ~ 1998. Abandonment expense was NOK 542 million in 1999,
and development costs in 1999. compared to NOK 277 million and NOK 300 million in 1998

and 1997, respectively. Hydro's future expenses for these
Petrochemicalsincurred NOK 49 million in research and  ¢qrrective environmental measures are affected by a number
development costs in 1999. The main research and of uncertainties, including but not limited to the method and
development areas are related to process improvements ingytent of corrective action. Due to uncertainties inherent in
VCM and PVC technology, aiming at higher productivity  {he estimation process, it is reasonably possible that such
and lower costs, PVC formulation developments with a vieWstimates could be revised in the near term. In addition,
to minimizing the environmental impact of the PVC life  congitions which could require future expenditures may be
cycle, and some unconventional technologies for the determined to exist for various sites, including Hydro's major
production of olefins and multimodifier particles. production facilities and product storage terminals. Hydro
cannot determine the amount of such future costs due to the
unknown timing and extent of corrective actions which may
be required. Hydro's main production facilities and
EMPLOYEES operations are located in countries where punitive damages

. for environmental regulation violations are not excessive.
At 31 December, 1999, the Group employed approximately ..o rdingly, Hydro does not expect that such costs and

37,900 people, compared with approximately 39,600 peoIOIﬁabilities will have a material impact on the Group's results

in 1998 and 38,300 people in 1997. Approximately 20,200 g onerations, financial position or liquidity based on its
the Group's employees were located outside Norway at 31

December, 1999 compared to approximately 21,600 at the
end of 1998 and 20,500 at the end of 1997.

current situation and the current regulatory environments in
which it operates.

] ) o Environmental protection and safety are integral parts of the
Production workers and certain staff categories in Norway g nsipilities and duties carried out by all levels of Hydro
are generally organized on a national basis with annual or

biannual contract negotiations held between employee have had, and continue to have, adverse effects on the
organizations and the national employers' association. environment. These are problems which Hydro takes very

Norwegian employees are represented in Hydro's Corloorat§eriously and which are closely followed. Hydro's research

Assembly and Board of Directors. See "Directors and centers also devote considerable efforts to environmental
Officers of the Registrant - Corporate Assembly."

management. Industrial operations in all parts of the world
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assessment studies and development of methods and quantities are huge, but the concentrations of components
technologies aimed at identification and reduction of possibléhich may be environmentally harmful are low. In view of
environmental hazards. this and the very high cost, no reinjection at Troll B is

. planned.
Hydro has during the last several years focused on work on

waste minimization and disposal. The most significant wast@bout 81 percent of the ships visiting the Sture crude oil
problem concerns gypsum deposits from production of terminal in 1999 had equipment for use of the Volatile
phosphoric acid. The phosporic acid plant in Vlardingen, th®rganic Compounds-recovery facility. From 2000, Hydro
Netherlands, was closed in 1999 and discharges of will require vapor emission control systems on all ships
phosphorous, gypsum and cadium stopped. The loading oil at the terminal other than those larger than
environmental clean-up cost is estimated at NOK 25 million120,000 DWT. Exemption will be made for them until
Run-off from gypsum deposits contain heavy metals and 2002/2003.

must therefore be made secure. In order to do this, deposits . )
are treated with calcium to bind the phosphorus. Clean-up In 1999 at the Oseberg field center, Norsk Hydro started its

has been finalized or is near completion at the following  1'rst offshore combined-cycle power plant. The energy
closed fertilizer sites in France: Lievin, Rassuen and efficiency is around 56 percent, compared to an efficiency of

Pierrefitte. A final closure plan for a gypsum plant outside 36 tf) 37 percent for modern offshore single cycle gas
Landskrona, Sweden, was delivered to the appropriate  tUrPines.

authorities in 1999. The plan for “closing” the gypsum islangpe v/isund platform, which was in operation from 1999, is
atthe Landskrona plant proposes covering the gypsum withyg first platform which most closely meets all the new
clay and soil enabling grass to grow on top. The acid waterg,q irements of Hydro's environmental strategy, including

seeping out of the gypsum stack will be glegned in. a reinjection of produced water, injection of waste from
treatment plant until sufficient water quality is obtained. Thedrilling operations and no flaring under normal conditions.
closure plan is based on extensive environmental impact

assessments undertaken by third party experts. The estimafydthe Njord and Oseberg fields, flaring (the burning off of
costs to secure the deposits were originally recognized wherplus gas for safety reasons) has been reduced. This
it was decided to close the plants in 1991 as part of concept involves the reinjection of gas.

Agriculture's restructuring measures and subsequently L )
reclassified to environmental provisions. During 1995 and All fuel tanks and pipelines more than 20 years old are being

1994, higher operating costs to treat run-off-water led to replaced in gasoline stations in Norway. Costs are expensed
upward revisions of the accruals as incurred as on-going maintenance costs. Station grounds

are being inspected and cleared where appropriate. In
For sites in operation, the need for clean-up of contaminatedenmark oil companies and national authorities co-operate to
soil is guided by environmental risk assessments. Costs foiclean up the area around stations that will be closed down.

soil clean-up/demolition of buildings in Sluiskil (the The program in Denmark entails closing down and cleaning
Netherlands), Rostock (Germany), and Ravenna and Ferarug the ground around approximately 250 Hydro Texaco
(Italy) are estimated at approximately NOK 60 million. gasoline outlets. In Denmark, such clean-up costs are funded

_ _ ) by the authorities from a special duty which the consumer
Efforts are being made on offshore installations to reduce t'ﬁ%ys when purchasing gasoline.

use of potentially harmful chemicals discharged to water with

the goal to achieve zero environmental impact from all In 1999 the progam for installing point-feeders in the
discharges to the sea by 2005. One of the key means to  Sgderberg cells at the Karmgy smelter to reduce anode effect
achieve this is reinjection. Six of the 11 platforms in frequency and cuts emissions of perfluoride carbon gases and

operation at the beginning of year 2000 have reinjection: polycyclic aromatic hydrocarbons was completed. A

Visund (produced water and drill cuttings), Brage (90 perceweluntary agreement between the aluminum industry and the

of produced water), Njord (designed for reinjection of futuréNorwegian authorities concerning reduction of greenhouse

produced water), Varg (drill cuttings), Oseberg East (drill gases was entered into in 1997. The aluminum industry in

cuttings), and Oseberg B (drill cuttings). Norway has committed to reducing emissions of greenhouse
- ) gases per metric tonne of produced aluminum by 55 percent

Oil discharges to the sea from offshore operations have  panyeen 1990 and 2005. In 1999, the specific emissions from

increased. The main reason is the use of horizontal wells "]-|ydro's aluminum metal plants had decreased by 43 percent
thin layers of oil in the Troll B field. This technology e”able%ompared to the 1989 level.

considerable oil production in fields previously not
commercially viable, but it also leads to water breakthroughHydro has ongoing research projects for greenhouse gas
and larger volumes of oil discharges. At Troll B, the water abatement measures, and developed in 1998 an innovative
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project for reducing greenhouse gas emissions from naturalvould necessarily be met in any individual period and targets
gas based power production, using the capturedf@O must be seen over a longer time perspective.

enhanced oil recovery. The concept is considered technicaIEI?/ ) ) ) )
feasible, but further work is needed in order to improve the BY their nature, forward-looking statements, involve risk and
profitability of the project. uncertainty because they relate to events and depend on

circumstances that will occur in the future. The actual results
Scandinavian environmental authorities are pressing for thénd developments may differ materially from those
phase-out of the use of lead as a pigment and stabilizer forexpressed or implied in the forward-looking statements,
plastics including PVC. Hydro has been involved with Ciba including the targets stated above, due to any number of
Specialty Chemicals, part of the Ciba-Geigy Swiss different factors. Certain forward-looking statements are
Chemicals Group, in developing an organic-based stabilizeincluded in“ltem 1 - Description of Busingsand“ltem 9 -
for PVC pipes and fittings. For most applications this may bdanagement's Discussion and Analysis of Financial
a viable alternative but would increase production costs.  Condition and Results of Operatidhparticularly under
“Competitive Conditiorisand“OutlooK’ captions. The
In 1999 there were several incidents where emissions statements include management's aims, objectives and plans,
exceeded standards. Hydro is working with the authorities @gch as planned expansions, investments or other projects,
these matters. Hydro was not fined for violations of targeted production volumes, capacity or rate, start-up dates,
environmental requirements in 1999. cost reductions, profit objectives, and various expectations
. ) ) about future developments in the market (particularly prices,
In addition, Hydro incurs annual costs for the operation of demand, supply and competition), results of operations,

rinsing and treatment equipment designed to reduce margins, risk management and so forth. The following
emissions and for waste containment or disposal, which ar?)aragraphs include important factors, although not

considered part of its normal production costs. exhaustive, that may cause actual results or developments to

Six fatal accidents occurred last year, compared to four in differ materla.llly from those expressed or implied by the
fprward-lookmg statements.

each of the two preceding years. Five Hydro employees los

their lives: in Brazil, Sunndal (Norway), Hayanger (Noway)rpe Group has activities in industries that are highly
Holland (USA), and Flekkefjord (Norway). One contractor ., hetitive. In all its business segments, the Group competes
employee died at Stord (Norway). In spite of intensive against some of the largest entities in the world.
preventive work, the five-year moving average fatal-accident
rate for employees and contractors has not improved during\ll segments are subject to substantial fluctuations in supply
the last year, although it has been significantly reduced  and demand affecting prices and profitability. In the
during the last 14 years. Exploration and Production segment, in particular, earnings
o . may be adversely affected by local laws and regulations, such
The LTI rate (lost-time injuries per million hours worked) foras changes in taxes, sliding scale provisions and royalties,
Norsk Hydro employees was four in 1999, the same as in 5 environmental protection control. Political developments
1998. (particularly in the Middle East) can significantly affect
world oil supply and prices. In all business areas and in its
financing operations, the Group may be adversely affected by

fluctuations in exchange rates.

ADDITIONAL FACTORS WHICH MAY AFFECT
BUSINESS Hydro is not materially dependent on any patents, trade-

marks, licenses, franchises, concessions or royalty agree-
In order to utilize th&Safe Harbdfprovisions of the United ments which may expire, other than in the Exp|0rati0n and
States Private Securities Litigation Reform Act of 1995, Production segment. Genera”y, oil and gas licenses in
Hydro is providing the following cautionary statement. The Norway are awarded for the normal expected production life
Company and its representatives may make written or oral of fields. The Norwegian government has historically
forward-looking statements with regard to certain expecta- extended certain licenses for fields in which substantial
tions, plans and objectives of Hydro, including statements additional investments have been made and has granted
included in its filings with the Securities and Exchange  |onger than usual licenses in certain cases. The Group's main
Commission and in other reports to the shareholders. In hydro-e|ectric power concessions or |ong-term power Supp|y
addition, Hydro has established certain targets for average contracts do not expire until after the year 2020. Generally,
return on capital employed, long-term debt to equity ratio apdwer under the expired concessions has been made

dividend as a percent of net income seen over a period of avajlable to the licensees at prevailing market rates.
several years. Management does not anticipate that all targets
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The Group is not materially dependent on one or a few ITEM 2. - DESCRIPTION OF PROPERTY.
suppliers or customers. The prices of most raw materials and

energy sources on which Hydro depends have been volatildhe Group's rights to oil and gas located on the Norwegian
continental shelf, mainly in the North Sea, are among its

The Group companies work with or produce a number of  most important assets. S#@escription of Business - Oil and
hazardous substances. The handling of such toxic, Gas - Exploration, Development and Productifam
inflammable or explosive substances creates a potential risigformation with regard to reserves and sources of oil and gas
of serious injury to employees and others and of damage tand“Description of Business - Oil and Gas - Government
plants and other property. Regulation® with regard to the Norwegian government's
authority to increase its participation in the development of
certain oil and gas fields (thsliding scal&) and other
regulatory matters.

The Group's major production plants in Norway are located
at Porsgrunn (fertilizers, magnesium and PVC), Rafnes
(petrochemicals), Karmgy, Ardal, Sunndalsgra, Holmestrand,
and Hgyanger (aluminum) and Glomfjord (fertilizers). The
Group owns hydro-electric power stations in five Norwegian
counties. Of these power stations, certain plants with an
average annual production of some 2.9 billion kWh are
permanent property of the Group, whereas the rest of the
approximately 5.5 billion kwWh are subject to government
concessions expiring between the years 2022 and 2049. At
the end of the concession period, the power stations revert to
the government free of charge. Hydro's principal Agriculture
and Light Metals production facilities abroad are located in
Austria, Belgium, Canada, Denmark, France, Germany, Italy,
Ivory Coast, Luxembourg, the Netherlands, Poland, Portugal,
Spain, Sri Lanka, Sweden, Trinidad and Tobago, the United
Kingdom, and the United States. Hydro has interests in an oil
refinery in Sweden, a retail gasoline and fuel oil marketing
network through an affiliated company in Denmark and
Norway, and wholly owned operations in Sweden. Hydro
also participates in a fertilizer complex in Qatar and alumina
refineries in Jamaica and Brazil.

Practically all of the Group's properties are owned by the
Company's subsidiaries, except certain facilities in the oil and
gas, hydro-electric and petrochemical businesses which are
jointly owned with other companies. All the major facilities

of the Group are insured in line with normal industry

practice.
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ITEM 3. - LEGAL PROCEEDINGS. ITEM 4. - CONTROL OF REGISTRANT.

On 15 March, 1996, Norsk Hydro USA Inc., a wholly ownedrhe following table sets forth as of 31 December, 1999
subsidiary of Hydro received notice that the Port Authority afertain information concerning the officers and directors of
New York and New Jersey had filed a complaint in the the Company and concerning the Kingdom of Norway (the
Superior Court of New Jersey naming Norsk Hydro USA  “Kingdom’), which is the only person known to Norsk Hydro
Inc., as one of the defendants in an action in connection withSA to own beneficially, directly or indirectly, more than 10
property damages and related losses suffered in the bombipgrcent of its outstanding shares.

by terrorist of the World Trade Center in February terrorist
1993. In February 1997, Hydro Agri North America was
substituted for Norsk Hydro USA Inc. and the case was

Title of Class Owner Number owned % of Class

Ordinary Shares

removed to Federal District (;ourt in I\.Iew'Jersey. In o Kingdom of Norway ~ 116,832,180 44
December 1997, thg complaint was dismissed by the District Officers and Directors

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

1999, the Third Circuit Court of Appeals affirmed the (as a group) Less than 0.10

decision of the District Court dismissing the complaint filed
by the Port Authority of New York and New Jersey. The ~ AS of 24 March, 2000, Morgan Guaranty Trust Company of

period of time within which the plaintiffs could file an appealNeW York, through its nominee company, Guaranty

On 23 July, 1999 and 4 February, 2000, Dolphin AS Shares (approximately 5 percent) on behalf of registered
presented claims to Hydro for higher day rates associated witlders of ADRs.
a drilling rig, which has been leased for a period of seven
years. The claims are based on a general upgrading of the
dril!ing rig and totgl NOK 1,941 million. H){dro .e.valuates the Ordinary Shares owned by it: however, there can be no
claims together with its partners. Hydro will utilize the ssurance that the Kingdom will not do so in the future. The

drilling rig in its activities associated with the Snorre Unit an%l. . )
. : ) . i inistry of Trade and Industry represents the Norwegian
Production License 089, in which Hydro has ownership . . . , ) .
/%overnment in exercising the Kingdom's voting rights.

The Kingdom acquired most of its interest in the Company in
1945. Since 1945, the Kingdom has not disposed of any

interests of 17.66 percent and 13.28 percent, respectively. cting through the Norwegian government, the Kingdom, in

such, any additional net rental cost to Hydro is expected to ae capacity as a shareholder of the Company, has never taken

substan'tlallly less than the amount cla.|med k?y Dolphin AS. an active role in the day-to-day management of Hydro.
Hydro is involved in or threatened with various other legal,

tax and environmental matters arising in the ordinary course
of business. Hydro is of the opinion that resulting liabilities,
if any, will not have a material adverse effect on its
consolidated results of operations, liquidity or financial
position.
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ITEM 5. - NATURE OF TRADING MARKET.

ITEM 6. - EXCHANGE CONTROLS AND OTHER
LIMITATIONS AFFECTING SECURITY HOLDERS.

The Company's Ordinary Shares are listed on the stock

exchanges in Oslo, Amsterdam, Basel, DUsseldorf, Frankfufhere are no limitations either under the laws of the
Geneva, Hamburg, Paris, Stockholm, Zirich and London. Kingdom of Norway or under the Articles of Association of
The ADSs are listed on the New York Stock Exchange.  the Company restricting the right of non-residents to buy,

sell, hold or vote with Ordinary Shares other than those

The following table gives, for the periods indicated, adjustegeferred to in the following paragraphs. There are no

high and low prices for the Company's Ordinary Shares on

restrictions on the remittance of dividends to non-resident

the Oslo Stock Exchange and the ADSs on the New York holders
Stock Exchange - Composite Tape.

Based on a 1917 law as amended in 1994, which applies to

Oslo New York Norwegian companies engaged in hydropower, mining and
Exsctr?grl:g . Efgﬁg‘:}g . real estate, no person or entity may acquire more than
High Low High  Low 20 percent of the share capital or the right to vote more than
(In NOK) (Inu.S.dollars) 20 percent of the share capital of the Company, and no group
1998 of two or more persons may, whether by mutual agreement
First quarter 389.0 315.5 513/8 42 3/4 or by family relationship, jointly or separately acquire an
Second quarter 385.0 328.0 511/2 42 3/4aggregate of more than 20 percent of the share capital of the
Third quarter 351.5 263.5 463/8 33 7/8 Company or 20 percent of its voting rights of its share capital
Fourth quarter 320.0 2355 431/2 30 3/4unless such person or persons obtain the consent of the
Norwegian government. The Depositary and The Depository
1399 Trust Company have been granted a concession from the
First quarter 3165 2450 4114 33 Norwegian government to hold up to 25 percent of the
Second quarter 359.0 2885 461/8 36 7/80ginary Shares of the Company in their respective
Third quarter 366.0 2955 463/8 381/4 c5nacities as depositaries. Effective 1 January, 1995,
Fourth quarter 336.0 3035 437/8 3814 egislation harmonizing laws in Norway with EU
2000 requirements eliminated restrictions on foreign ownership in
Through Norwegian companies. Parties are now required to notify the
24 March, 2000 363.0 302.0 451/4 36 1/8Ministry of Industry and Energy of the acquisition of

interests in certain companies if this causes the party's
ownership interest to exceed one-third, one-half or two-thirds

There were 267 holders of Ordinary Shares with addresseithe company. This applies to companies which have more

the United States (not including the Depositary) as of
24 March, 2000. These shareholders held 13,501,092

than 50 employees, or gross sales of more than NOK 50
million per year, or have received public funding for a

Ordinary Shares, equal to approximately 5 percent of the project in excess of NOK 5 million. In certain cases, the
outstanding Ordinary Shares. As of 24 March, 2000, a totalMinistry may review the acquisition in which case it will be
of 14,143,872 ADSs (representing approximately 5 percentapproved, not approved or certain conditions may be set to

of the total Ordinary Shares outstanding) were held by

the acquisition.

approximately 766 registered holders of ADSs.
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ITEM 7. - TAXATION. provided that the United States resident (i) does not own
more than 25 percent of the stock of that corporation, (ii)
The following summary outlines certain United States and goes not have a permanent establishment in Norway with
Norwegian tax consequences to a beneficial owner of ADSgespect to which such gain is effectively connected and (jii) is
who is a citizen or resident of the United States, a domestigyot an individual who either (a) is present in Norway for 183
corporation, or is otherwise subject to United States federaljays or more during the year in which such gain is realized or
income taxation on a net income basis in respect of an AD§) maintains for 183 days or more during the year in which
(@“United States Hold#y. such gain is realized, a fixed base in Norway with respect to

Because the following is a summary only, holders of ADSs which such gain is effectively connected.

are advised to satisfy themselves as to the overall tax United States Holders will be subject to United States federal
consequences of their ownership of ADSs and the Ordinaryncome taxation on gains realized upon the sale or other
Shares corresponding thereto by consulting their own tax disposition of ADSs to the same extent as on other gains
advisors. from sales or dispositions of stock.

Under Norwegian tax laws currently in effect, dividends paid
to foreign shareholders of Norwegian corporations are, unless
otherwise provided for in an applicable tax treaty, subject to

a yearly stipulated withholding tax in Norway of 25 percent.
Norwegian tax authorities are expected to consider the
holders of ADSs to be the shareholders for such Norwegian
withholding tax purposes.

The maximum rate of withholding tax on dividends paid to a
United States resident pursuant to the current United States-
Norway income tax treaty (th&reaty’) is 15 percent.

Several other tax treaties reduce the maximum rate to similar
levels. Unless it shall be properly demonstrated to the
Company and to the Norwegian tax authorities that the
beneficial shareholders, including the holders of ADSs, are
resident of a country in respect of which a lower withholding
tax rate applies pursuant to a relevant tax treaty, such
dividend payments will be subject to full Norwegian
withholding tax at a rate of 25 percent.

If, however, the recipient of a dividend is determined to be
engaged in a business activity taxable in Norway and the
shares with respect to which the dividend is paid are
effectively connected with such activity, then the amount
distributed will be taxed as dividend income in Norway,
subject to tax treaty regulations.

Dividends received by a United States Holder of ADSs will
be included in gross income and treated as foreign source
dividend income for United States federal income tax
purposes and will not be eligible for the dividends received
deduction allowed to corporations. A United States Holder of
ADSs may claim a credit for the Norwegian withholding tax
imposed on such dividends, but such dividend income will be
treated separately, together with other itempassivé or
“financial servicesincome, for purposes of computing the
foreign tax credit allowable.

The Treaty generally prohibits Norwegian taxation of capital
gains realized by United States residents from the sale or
other disposition of stock in a Norwegian corporation,
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ITEM 8. - SELECTED CONSOLIDATED FINANCIAL DATA.

The following financial information with respect to the five years ended 31 December, 1999, and as of 31 December, 1
1998, 1997, 1996 and 1995 has been derived from Hydro's audited consolidated financial statements prepared in acco
with United States generally accepted accounting principl¢$S GAAP’). The financial information for the three years ended

31 December, 1999 and as of 31 December, 1998 and 1997 should be read in conjunction with, and is qualified in its entire

reference to, the consolidated financial statements and notes included elsewhere in this Annual RepofC&@emlidated

Financial Statemerits

Income Statement Data (1)

Year ended 31 December,

1999 1998 1997 1996 1995
(In NOK million, except per share data)
Operating revenues (7) 102,433 97,468 97,722 85,736 80,947
Operating costs and expenses excluding depreciation,
impairment and restructuring charges (7) 83,572 84,130 80,194 68,358 63,496
Depreciation 10,494 7,508 6,826 6,725 5,992
Provision for impairment and losses _ _ _ 1,000 755
Restructuring charges 632 - - -
Operating income 7,735 5,830 10,702 9,653 10,704
Financial and other income (expense) (2) 138 1 (357) 624 385
Income before taxes and minority interest 7,873 5,831 10,345 10,277 11,089
Provision for taxes (4,337) (1,979) (5,092) (4,053) (3,861)
Minority interest (90) (98) (48) (20) (78)
Income (loss) before cumulative effect of
accounting changes 3,446 3,754 5,205 6,204 7,150
Cumulative effect of accounting change for:

Impairment loss - - - a7)
Start-up costs (30) - - - -
Net income (loss) 3,416 3,754 5,205 6,204 7,133

Earnings (loss) per share:

Before cumulative effect of accounting changes 13.90 16.40 22.70 27.10 31.20
Cumulative effect of accounting changes (0,10) - - - (0.10)
Earnings (loss) per share: 13.80 16.40 22.70 27.10 31.10

Cash dividends paid per share during period:

NOK per share (3) 7.50 7.50 7.00 6.00 4.25
Balance Sheet Data (2)

As of 31 December,
1999 1998 1997 1996 1995
(In NOK million)
Cash, cash equivalents and other liquid assets 9,970 4,429 5,299 6,491 8,027
Total assets 177,419 124,023 115,336 105,464 98,707
Short-term debt 8,268 6,737 8,401 4,956 4,221
Long-term debt 42,228 24,105 17,412 17,330 17,288
Deferred tax liabilities 30,573 18,645 17,930 16,953 17,385
Shareholders' equity 59,497 48,291 45,717 41,547 37,154
40
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Segment Data

The following tables show the Group's operating revenues, sales to unaffiliated customers and operating income (after elimi-
nating intersegment sales) by business segment for each of the three fiscal years in the period ended 31 December, 1999.

Operating Revenues Sales to unaffiliated customers Operating Income/(loss)
Year ended 31 December,
Business Segmedﬂ) 1999 1998 1997 1999 1998 1997 1999 1998 1997
(In NOK million)
Exploration and Production 17,406 10,637 13,151 6,996 3,612 3,549 5,840 2,565 6,363
Refining and Marketing 15,716 11,101 14,584 15,185 10,609 14,072 495 112 284
Energy 3,301 3,068 3,280 1,328 1,372 1,739 618 573 652
Eliminations (10,331) (6,940) (9,533) - - - 9 10 (18)
Hydro Oiland Energy 26,092 17,866 21,482 23509 15593 19360 6,962 3,260 7,281
Hydro Aluminium Metal Products 17,281 18,235 16,138 12,072 12,375 10,260 1,357 1,854 1,197
Hydro Aluminium Extrusion 12,081 12,088 10,438 11,974 11,944 10,265 649 536 474
Other Light Metals (4) 7,716 7,869 6,824 7,442 7,629 6,635 216 162 25
Eliminations (4,857) (5,865) (5,901) - - - (43) 25 (58)
Hydro Light Metals 32,221 32,327 27,499 31,488 31,948 27,160 2,179 2577 1,638
Plant Nutrion 26,799 27,997 29,149 24,776 26,493 28,160 (2,239) (582) 869
Gas and Chemicals 4,718 4,716 4,383 4521 4,457 4,176 349 261 305
A/S Korn- og Foderstof Kompagniet 9,756 10,143 10,007 9,558 9,877 9,825 233 375 89
Eliminations (1,615) (1,540) (950) - - - (14) 4 15
ydro Agri , , , , ) ) ) ,
Petrochemicals 5,346 6,028 6,034 5,221 5,851 5,855 113 229 430
Other Activities (5) 3,847 3,759 3,473 2,793 2,609 2,540 246 (52) 93
Segments 107,164 101,296 101,077 101,866 96,828 97,076 7,829 6,072 10,720
Corporate (6) 3,959 4,346 3,990 567 640 646 (101) (236) (23)
Eliminations (8,690) (8,174) (7,345) - - - 7 (6) 5
Total 102,433 97,468 97,722 102,433 97,468 97,722 7,735 5,830 10,702

(1) See Note 2 to th&Consolidated Financial Stateméhfsr a discussion of significant business acquisitions and dispositions during the
three-year period ended December 31, 1999.

(2) “Equity in net income of non-consolidated investeégncluded undefFinancial and other income (expense).

(3) Cash dividends paid during the period are payment for dividends related to the previous year.

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

(6) In“Corporaté, operating income includes the net effect of the overfunding of certain pension schemes by NOK 393 million, NOK 524
million and NOK 508 million in 1999, 1998 and 1997, respectively.

(7) Starting in 1998, operating revenues and operating costs related to some of Hydro's aluminum remelt activity are pesénted g
income statement. In prior years, such revenues and costs were presented net and included in operating revenuesniRvigrtgears' a
have been reclassified. The change increases operating revenues and operating costs by NOK 1,553 million in 1997, NOK 896 millio
in 1996 and NOK 1,215 million in 1995.
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Dividends Dividend Policy

The Company has paid an annual dividend on its capital The Group believes that the long-term return to shareholders
stock in each year since 1971. should reflect the added value created by the Group. This is

. o ) expressed partly by dividends paid and partly by a long-term
.Und-er Norwegian law, any plan to pay leld.ends in cash increase in the share price. Dividends paid should increase
in kind must be proposed by the Board of Directors and

) steadily in line with the growth of Hydro's profits. In
approved by the shareholders at a general meeting. determining the dividend, the need to maintain financial

Norweg|an. Iawldoes hOt p?rmlt the p.ayrr.1ent of (.dlwden(.ds Instrength and flexibility will also be considered, as will the
respect of interim periods in cash or in kind. Dividends in

i possibilities for growth through new profitable investments.
respect of a year are normally fixed at the annual general

_Over time, the total return to shareholders should accrue to a

meeting held in the following year, usually in April, and paldgreater extent from the increase in share price than from

to holders of record or_1 the date of such meeting. DiVidendsdividends received. The Board of Directors considers it
have u§ually bgen mal!ed by the Company to Shareholt]lersappropriate that the dividend over several years should
approxmately five to six w.eelks after approval at thg annua!ewerage around 30 percent of the Group's net income.
general meeting. Sé®escription of American Depositary

Receipts - Dividends, Other Distributions and Rightie Future dividends will be dependent on Hydro's future earn-
following table sets forth dividends in respect of Ordinary ings, financial condition and cash flow, as well as other
Shares paid in each of the past five years, in each case in factors affecting Hydro.

respect of the preceding year. See élsachange Rates.

Dividend per
Ordinary Share 1)

Translated into

Year in which Paid (2) NOK U.S. dollars ()
1995 4.25 0.65
1996 6.00 0.91
1997 7.00 0.99
1998 7.50 1.00
1999 7.50 0.97
2000(3) 8.00

(1) Dividend payments by the Depositary to holders of ADSs were
converted at prevailing exchange rates on the date of such
payments. Each ADS represents one deposited Ordinary Share.

(2) Translated at the Noon Buying Rate at each respective dividend
payment date.

(3) A dividend of NOK 8.00 per share with respect to 1999, was
proposed by the Board of Directors to the General Assembly
for approval at the annual general meeting scheduled for
27 April, 2000 to be paid on 18 May, 2000 to the holders of
record on 27 April, 2000 of Ordinary Shares.
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ITEM 9. - MANAGEMENT'S DISCUSSION AND Financial and other

ANALYSIS OF FINANCIAL CONDITION AND The results for non-consolidated investees decreased
RESULTS OF OPERATIONS compared to the previous year. The decline was mainly due
: to reduced performance from Hydro's fertilizer affiliates,

This discussion should be read in connection with the inforhile €amings improved for Dyno ASA and Hydro Texaco.

mation contained in the Company's consolidated financial In 1998, earnings from Dyno included provisions related to a
: : ! pany ! ! : legal settlement in the US, which reduced Hydro's earnings

statements and the related notes and the information on th%y NOK 198 million.
risk and uncertainty of forward-looking statements found in  Net financial expense was NOK 1,551 million, compared
“Forward-looking Statemeritand“ltem 1 - Additional with NOK 409 million in 1998. In 1998, net financial items
Factors Which May Affect Busine&s. were affected by a pre-tax gain of NOK 1.1 billion related to
the sale of Hydro’s shares in Saga Petroleum ASA.
Capitalized interest in 1999 was NOK 839 million, compared
1999 COMPARED WITH 1998 to NOK 614 million in the previous year.
Net interest expense increased by NOK 102 million in
Group operating revenues of NOK 102,433 million in 1999 1999 due to higher net interest bearing debt.
were 5 percent higher than in 1998. Operating revenues of ~ The US dollar exchange rate rose in 1999 from NOK 7.61
Saga included in the consolidated accounts were NOK 3,88r dollar at the beginning of the year to NOK 8.01 at the end
million. Operating income increased by 33 percent comparexd the year. The net foreign exchange loss in 1999 decreased
to the previous year. Earnings in 1999 were favorably to NOK 304 million from NOK 361 million in 1998. During
influenced by a significantly higher crude oil price, while low1998, the dollar strengthened from NOK 7.33 at the
prices for fertilizer and lower realized prices of aluminium beginning of the year to NOK 7.61 at year-end.

negatively impacted 1999 earnings. In 1999, other income of NOK 1,350 million consisted of a
NOK million 1999 1998 1997 gain of NOK 149 million on the sale of the plastic pipe
Operating revenues 102,433 97,468 97,722 systems of Mabo, a gain of NOK 1,025 million on the sale of
Operating income 7,735 5830 10,702 Pronova Biopolymer, a gain of NOK 234 million on the sale
Non-consolidated investees 339 410 402 of Hydro Coatings and a loss of NOK 58 related to the

Net interest expense 1,167 1,065 869 transfer of the plastic bumper system activities.

Net foreign exchange loss 304 361 275

Net gain on securities (379) (1,015) (236) Taxes and net income

Other, net 459 (2) (71)

Income before taxes and minority interest increased 35

Net financial expense 1,551 409 837 percent from 1998. The provision for current and deferred
Other income 1,350 - 78 . . .
Income before taxes 7873 5831 10345 taxes was equivalent to 55 percent of p_re-tax income in 1999,
Income tax expense (4294)  (1.990)  (5,198) Compar_ed to _34 percent in 1998. The higher rglatwe

Tax effect of changes in tax law 43) 11 106 proportion of income attributable to offshore oil and gas
Minority interest (90) (98) (48) activities on the Norwegian continental shelf increased the
Income before cumulative effect effective tax rate. In addition, the 1998 tax rate was

of change in accounting principles 3,446 3,754 5,205 positively influenced by a settlement on tax consolidation in
Cumulative effect of change the Netherlands related to parts of Hydro's agriculture

in accounting principles (30) - - activities. Current tax represents 82 percent of total taxes,
Net income 3416 3,754 5205 compared to 70 percent in 1998.

Earnings per share (NOK) 1380 1640  22.70 Net income was NOK 3,416 million (NOK 13.80 per

share) in 1999, compared to NOK 3,754 million (NOK 16.40

The main items affecting the change in operating income per share) in 1998.

were:

NOK million 1999vs.1998  pajance sheet

Prices, Exploration and Production 3230 The palance sheet of Hydro is significantly influenced by the
Margin (1.225)  gaga acquisition. Total assets and total liabilities increased
Volume _ _ 1,280 by NOK 46.1 billion and NOK 38.2 billion, respectively, as
Depreciation, Exploration and Production a result of the acquisition of Saga.

(ex. Saga) (310) Short-term bank loans and the current portion of long-
Saga 270 term debt increased to NOK 8,268 million at the end of 1999
Fixed costs N 25 from NOK 6,737 million at the end of 1998.

Restructuring costs Plant Nutrition (632) Hydro's long-term interest bearing debt at the end of 1999
Other non-recurring items Plant Nutrition (680)  \vas NOK 42,228 million, compared to NOK 24,105 million
Other (50 at the end of 1998.

Net interest bearing debt (short- and long-term interest
bearing debt, including the current portion of long-term debt,
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less cash and cash equivalents) at the end of 1999 was
NOK 43.1 billion, compared to NOK 28.9 billion at the end to NOK 10,410 million in 1999 compared to NOK 7,025
of 1998. The increase in net interesting bearing debt resultegillion in 1998.
from the issuance of new debt in 1999 and the debt aquired gaga Petroleum's activities are consolidated in Hydro's
via the Saga acquisition, which at year-end was NOK 5.2

billion. At the date of acquisition, net-interest bearing debt in
Saga was NOK 14.7 billion. Norsk Hydro ASA issued long-
term debt in January 1999 in the aggregate principal amoun

Internal sales, mainly to Refining and Marketing, amounted

accounts with effect from 1 July, 1999.
The main items affecting the change in operating income,
e€<cluding effects from Saga, were:

of NOK 7.1 billion in the US and the UK. The US issue and'2X milion
the UK issue totaled USD 575 million and GBP 225 million,”"¢®
respectively. In addition Hydro issued Euro bonds of EUR Volume
300 million at 6.25 percent in October 1999.
Minority interest increased by 5 percent to NOK 1,323

million in 1999.

Shareholders' equity was NOK 59,497 million at the
end of 1999, an increase of 23 percent compared to 1998. \write-down Sincor
The share capital increase related to the Saga acquisition Igghe (including net transportation tarifs)

to an increase in shareholders' equity in 1999 of NOK 11,603

million.

HYDRO OIL AND ENERGY

NOK million 1999 1998 1997
Operating revenues 26,092 17,866 21,482
Operating income 6,962 3,260 7,281
Current assets 21,714 9,741 10,567
Non-current assets 80,685 38,965 36,310
Return on capital employed 14% 9% 20%
Number of employees 3,505 2,999 2,572

Hydro Oil and Energy, which in 1999 consisted of the
segments Exploration and Production, Refining and

Marketing and Energy, had operating income of NOK 6,96

million in 1999. This was an increase of NOK 3,702 million

or 114 percent compared to 1998.

With effect from 1 January, 2000, oil and gas trading,
refining activities and sale of dry gas will be transferred to
Energy. The remaining oil marketing activities in Sweden,
including Hydro’s joint venture Hydro Texaco, will be
reported under a separate segment named Oil Marketing.

EXPLORATION AND PRODUCTION

NOK million 1999 1998 1997
Operating revenues 17,406 10,637 13,151
Operating income 5,840 2,565 6,363
Exploration activity 1,513 1,368 1,114
Current assets 16,894 6,720 7,627
Non-current assets 75,501 33,486 30,957
Return on capital employed 13% 8% 20%
Number of employees 2,867 2,351 2,114
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1999 vs. 1998

3,230
200
Royalty (60)
Production costs (45)
Exploration costs 260
Depreciation (275)
95
(400)

Effects from Saga

1999 vs. 1998

Volume

Royalty

Production costs

Exploration costs

Depreciation, including amortization of
excess purchase price of Saga

Price hedging program

Other

3,905

(115)
(645)
(240)

(2,390)
(365)
120

Revenues and market conditions

Operating revenues increased by 64 percent due to higher oil
prices and volume. Most of the oil produced by Exploration

fmd Production is sold through Refining and Marketing. In

1999, these sales increased by 49 percent compared to 1998.
Internal sales to Refining and Marketing represented 59
percent of Exploration and Production's total operating
revenues in 1999, compared to 65 percent in 1998. The
remaining 41 percent of 1999 operating revenues was
comprised mainly of sales of gas and transportation tariffs, in
addition to external oil sales, mainly by Saga. Total external
sales by Saga represented 22 percent of total operating
revenues. With the full integration of Saga's operation in
2000, most of the oil produced by Saga will be sold through
Hydro Energy, which will include oil and gas trading with

effect from 1 January, 2000.

In 1999, Hydro realized an average crude oil price of
USD 18.50 per barrel compared to USD 12.40 per barrel in
1998. The realized oil price in Norwegian kroner was NOK
145 per barrel in 1999 compared to NOK 94 per barrel in
1998. Saga's price hedging program for crude oil negatively
affected 1999 operating income by NOK 367 million and
financial expense by NOK 377 million. Due to the time lag
in the price-setting mechanism for gas relative to crude oll,
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average prices for gas were lower in 1999 than the previou®perating costs
year. Average production cost (cost of operating field and

Hydro's total production of oil and gas was 340,000 transportation facilities including C&mission tax,
barrels of oil equivalents per day (boed) compared to 270,0668urance, and gas purchased for injection, excluding
boed in 1998. The increase was mainly due to production transportation tariffs and depreciation) was NOK 22 per boe
from Saga of 130,000 boed in the second half of 1999, whiain 1999 compared with NOK 21 per boe in 1998. Hydro's
on an annualized basis, represented a contribution of 65,0@06tal expenditure for exploration of oil and gas and appraisal
boed. Oil production accounted for 78 percent of the total of discoveries amounted to NOK 1,513 million in 1999
production in 1999 compared to 79 percent in 1998. Gas compared to NOK 1,368 million in 1998. Saga accounted for
production rose to 11.7 million standard cubic meters per dA§OK 301 million of the increase in exploration expenditures
in 1999 compared to 9.0 million standard cubic meters in in 1999. Increased exploration activities in Angola and
1998. Included in the increase of 2.7 million standard cubicCanada resulted in an increase in Hydro's international
meters per day was Saga’s total gas production of 621 exploration activities, while exploration activities in Norway
million standard cubic meters in the second half of 1999 orwere reduced by 13 percent compared to 1998. Of the total
1.7 million standard cubic meters per day on an annualizedexploration expenditures, NOK 1,202 million was expensed
basis. in 1999 compared to NOK 1,221 million in 1998. Accruals

Oil production from fields put into operation in 1999 was for well closure, decommissioning and removal costs totaled
lower than expected, mainly due to delayed start-up and th&lOK 542 million in 1999.
resulting lower production from the fields Visund, Asgard, Depreciation, including provisions for abandonment and
Oseberg East and Kharyaga. Oil production was lower fronwell closure cost, averaged NOK 49 per boe in 1999,
the existing fields, Oseberg and Brage, which are inthe  compared to NOK 35 per boe the previous year. This
decline phase of oil production, while Njord increased its increase is related to more production from fields with higher
production. Gas production from the major field, Troll, depreciation cost per boe, and also to increased accruals
increased in 1999. As a result of the acquisition of Saga, related to decomissioning and well closure. Depreciation
Hydro gained access to production from Saga's existing fielg$ated to the excess value over book value of assets acquired
in Norway. Hydro's production outside of Norway has also from Saga amounted to NOK 8 per boe on an annualized
increased due to production from Saga's fields in the Unitedasis.

Kingdom and Libya. A total number of approximately 710 employees have

Global oil production decreased to approximately 74  accepted severance payments and early retirement packages
million barrels per day in 1999 from an average of 75.5  offered as part of the reorganization process following
million barrels per day in 1998. OPEC production declined Hydro’s aquisition of Saga. Approximately 650 employees
by 1.4 million barrels per day, while the decrease in accepted before year-end and the remaining 60 employees in
production outside of OPEC was approximately 0.2 million the first part of year 2000.
barrels 1999.

At the beginning of 1999, the Brent Blend oil price was Outlook
around USD 11 per barrel. Prices started to increase aroundydro’s production is expected to increase in 2000, primarily
March, after OPEC decided to cut their oil production furtheas a result of the acquisition of Saga. Depreciation per boe is
by 1.7 million barrels per day. Since March the prices haveexpected to increase in 2000, mainly due to increased
increased steadily, and at year end the price of Brent Blenddepreciation related to the Saga excess value over book
was approximately USD 25 per barrel. value.

This increase in price, primarily caused by OPEC Total exploration activities are expected to be higher in
production cuts, was also due to a reduction in production 2000 compared to 1999. The main reasons are increased
outside of OPEC, an increase in demand as a result of bettparticipation in Norwegian licenses, and participation in new
economic conditions in Asia, as well as colder weather areas abroad due to the Saga integration. Exploration and

conditions in the OECD area. appraisal activities in Angola and Canada are also expected
Gas consumption in Western Europe, the most importanto increase.
market for Norwegian gas, increased by approximately Hydro's future international activities will be focused on

4.7 percent from 1998 to 1999. Increase in demand for gasfour to five core geographic areas, each with the potential to
used for generation of electrical power was the primary  produce a minimum of 50,000 boe per day. Saga's interests
reason for this growth. Natural gas exports from the on the British Continental Shelf are to be sold as they are not
Norwegian Continental Shelf grew by 6.3 percent to 45.8 consistent with the core geographic areas' growth strategy.
billion standard cubic meters, of which Hydro's share was  Global oil demand in 2000 is expected to rise by 2.4
approximately 9.1 percent. percent to 77 million barrels of oil per day. This rise, if
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realized, will be higher than experienced over the past seve3elling prices of refined products increased correspondingly,
years, and is seen as a sign of a return to more normal but at a slower rate. Approximately 84 percent of operating
conditions after a period characterized by a low increase inrevenues were related to trading and refining activities,
demand. Production outside of OPEC is expected to increasich consists of sales of crude oil and condensates
to approximately 45.6 million barrels of oil per day. Crude production. Marketing of oil products in Sweden accounted
oil prices will to a large extent depend upon OPEC's for the remaining 16 percent.
production level. The price of exported gas from Norway is  Hydro's earnings from refining increased by 133 percent
closely linked to industrial fuel oil prices, with a slight time compared to 1998. The improvement was mainly caused by
lag. better margins on sales from inventories acquired at lower
In the third quarter of 1999, Hydro purchased put optionsistorical costs and the prior year being impacted by a six-
that give it the right to sell 30 million barrels of oil in 2000 week maintenance shutdown of Scanraff. However, measured
for an average price slightly above USD 15 per barrel. Thisas a daily basis, Hydro's refining margins weakened during
to ensure earnings against the effects of low crude oil price$999 as a result of the rapid increase in crude oil prices.
The cost of the put options, approximately NOK 91 million, Income from the international trade of crude oil, liquefied

will be amortized throughout year 2000. natural gas and refined oil products increased by 85 percent
The Gas Negotiating Committee (GNC) entered into a compared with 1998, reflecting favorable positioning in re-
long-term contract in 1999 with the Polish Oil and Gas lation to market price movements.

Company. Deliveries are likely to begin in 2000. In addition, In Sweden, marketing activities showed significantly
the GNC entered into a short-term contract for deliveries toimproved results in 1999, primarily due to better realized
the UK during the winter 1999/2000. Based upon all presenttail and wholesale margins. In the Swedish retail fuel
contracts, the total committed gas sales from the Norwegiamarket, the demand for gasoline was virtually unchanged
Continental Shelf will be around 70 billion standard cubic from 1998, whereas diesel consumption increased by 1
meters in the plateau sales period starting around 2005. percent. Consumption of heating oil declined by 3 percent.
Hydro's expected share of the committed volume in 2005 isHydro slightly improved its market share in the Swedish
about 10.5 percent. market in 1999.

The Saga acquisition is expected to create annual cost ~ Hydro's share of net income in non-consolidated investees,
savings of NOK 1.4 billion to the Norwegian oil industry, of which almost solely consists of Hydro Texaco, more than

which NOK 500 million is expected to benefit Hydro. doubled from 1998. The improvement was primarily caused
by increased oil prices and better margins in the Norwegian
REFINING AND MARKETING and Danish retail gasoline market.
NOK million 1999 998 1997 Operating costs
Operating revenues 15,716 11,101 14,584 Total operating costs, consisting mainly of raw materials and
Operating income 495 112 284  product variable costs of crude oil and refined oil product
Non-consolidated investees 117 36 (71) purchases, increased by 39 percent compared with 1998
Current assets 5435 2,364 2,529 primarly due to increased oil prices. Refining costs per
Non-current assets 1,923 1,908 1,885 barrel, comprised of both fixed and variable processing costs,
Return on capital employed 22% 8% 11% were at the same level as the previous year.
Number of employees 290 270 267
Outlook
The main items affecting the change in operating income In the Scandinavian retail market, demand for motor fuels is
were: expected to be stable or slightly increasing. Consumption of
NOK million 1999 vs. 1998 heating oil is expected to decline as a result of competition
Margin (including trading) 420 from complementary energy sources, electricity and natural
Volume 20 gas - a process in which Hydro is actively involved. Hydro's
Fixed costs (40) earnings from refining and marketing activities will continue
Other (15) to be strongly affected by the international oil price
development, industry-wide refining margins and
Revenues and market conditions competitive conditions in the Scandinavian retail markets.

Operating revenues increased by 42 percent in 1999
compared with 1998, primarily because of significantly
higher oil prices. The average Brent Blend crude oil price
increased 41 percent in 1999 compared to the prior year.
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ENERGY percent. Business and project costs of NOK 60 million
decreased by NOK 15 million, or 20 percent from the

NOK million 1999 1998 097 Previous year. Other operating costs remained virtually
Operating revenues 3301 3068 3280 unchanged from 1998. N .
Operating income 618 573 652 Operating costs of NOK 34 million, related to the growing
Non-consolidated investees ) (75) (14) European gas trading activities, increased by NOK 6 million
Current assets 1,440 944 oog Or 21 percent from the prior year.

Non-current assets 3261 3571 3468 Energy's share of net income of its non-consolidated
Return on capital employed 19% 15% 2205, INvestees produced a net loss of NOK 9 million in 1999,
Number of employees 348 378 36g compared with a net loss of NOK 75 million in 1998. The

postponement of the Naturkraft AS project contributed to the

Internal sales were NOK 1,973 million, mainly to Aluminjunf€duction in the net loss in 1999.
Metal Products compared to NOK 1,696 million in 1998.
The main items affecting the change in operating incom@utlook

were: Water reservoir levels were normal, based on an eight year

NOK million 1999 vs. 1998 average, at the end of 1999. At year-end, the forward market

Margin (20) showed no change in spot prices. Production level is

Volume 140 ©stimated to be above a normal level of 8.5 TWh in 2000.

Peat activities in Ireland (100) Energy will continue building up its European gas trading

Other o5 activity in line with the liberalization of the European energy
markets.

Revenues and market conditions

In 1999, operating revenues for Energy were NOK 3,301

million, an increase of 8 percent compared to 1998. The HYDRO LIGHT METALS
increase was primarily due to an increase in operating

revenues from European gas trading activities. Electricity NOK million 1999 1998 1997
trading revenues decreased by 7 percent due to lower ~ Operating revenues 32,221 32327 27,499
electricity prices. Operating income 2,179 2,577 1,638

Gross margins on electricity sales increased in 1999 by Current assets 15,783 16487 14,216
NOK 120 million due to increased electricity production. ~ Non-current assets 13684 13219 11,648
Higher than normal inflow into reservoirs in 1999 allowed Return on capital employed 10% 13% 10%
for higher net sales of electricity in the spot market. Averaglumber of employees 15219 15889 16,088

spot prices fell from 11.6 gre/KWh in 1998 to 11.2 gre/KWh

in 1999. Energy's European gas trading activity margins Hydro Light Metals consists of the segments Aluminium
increased to NOK 35 million compared to NOK 2 million in Metal Products, Aluminium Extrusion and Other Light
1998, the figure for 1999 representing a full year of trading Metals. Other Light Metals consists of Aluminium Rolled

activity versus one month in 1998. Products, Automotive Structures and Magnesium. In 1999,
Energy's total marketed electricity volume increased to the operating income for the Hydro Light Metals was NOK
29.7 TWh in 1999 from 24.0 TWh in 1998. Electricity 2,179 million, which was a decrease of 15 percent compared

production for Hydro-operated plants totaled 10.4 TWh in to 1998.
1999, an increase of 16 percent compared to 1998.
Net energy exports from Norway amounted to 2.1 TWh i

1999, compared to net imports of 3.6 TWh in 1998. %‘LUMINIUM METAL PRODUCTS

Operating costs NOK million 1999 1998 1997
In 1999, Energy incurred a non-recurring cost when Operating revenues 17,281 18235 16,138
it closed down and sold its Peat business in the Republic ofoPerating income 1,357 1,854 1,197
Ireland, which negatively impacted operating income by ~ Non-consolidated investees 62 108 66
NOK 100 million. Of this amount, NOK 87 million Current assets 8,403 9,433 6,327
represented the write-down of assets and NOK 13 million Non-current assets 5,143 4,735 4,308
represented related operating costs incurred in 1999. Return on capital employed 15% 23% 18%

Power plant operating costs totaled NOK 560 million, ~ Number of employees 3,651 3,823 4,151

compared to NOK 545 million in 1998, an increase of 3
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In 1999, operating revenues for Aluminium Metal Products Operating costs
were NOK 17,281 million, a decrease of 5 percent comparéibtal operating costs per tonne of primary aluminium were in
to 1998. Internal sales to other segments in Hydro amountdithe with the previous year. Raw material cost per tonne
to NOK 5,209 million compared to NOK 5,860 in 1998, a produced decreased by 6 percent compared to 1998, mainly
decrease of 11 percent. These sales are mainly to Aluminiudue to reduced alumina prices. Fixed costs increased by 4
Extrusion. percent compared to 1998.

Alumina and electricity are the most important raw
The main items affecting the change in operating income materials for the production of primary aluminium. In 1999,

were: Hydro sourced approximately 36 percent of the alumina
NOK million 1999 vs. 1998 requirements for its primary metal production from an
Margin (600) affiliated refinery in Jamaica. The remaining part of Hydro's
Volume 120 alumina requirements was secured through long-term
Fixed costs (100) contracts linked to primary aluminium prices. Electricity
Trading and price hedging 40 prices were slightly higher in 1999 compared to 1998.
Other 45 Operating income for aluminium trading activities was in

line with the previous year.
Share of net income from affiliated companies decreased by
42 percent compared with 1998, mainly due to decreased Outlook

margins at Sgral and project costs from Utkal Alumina Industry shipments are expected to increase by 3-4 percent in

International Limited. 2000 compared to 1999. The favorable market situation for
aluminium may lead to additional restart of idle capacity.

Revenues and market conditions However, a shortage of alumina may limit such restarts.

Operating revenues from the sale of own primary aluminiurupply surplus in the aluminium industry is not expected to
production were 3 percent below the previous year. The  be an issue in 2000.
increase in sales volume of primary aluminium production by Hydro has sales contracts in place for about one-third of
1 percent was more than offset by reduced realized prices.its primary metal production in 2000 at an expected price of
Operating revenues from other activities were 9 percent  USD 1,430 per tonne. The main part of the pre-sold metal is
below the previous year. tied to normal customer pricing, while the remainder is

The average three-month price for primary aluminium onconnected to the price-hedging program carried out in the
the London Metal Exchange (LME) was USD 1,387 per first half of 1999. Measured against year-end market prices,
tonne in 1999, virtually unchanged from the average price @he program for 2000 will have a negative effect. The size of
USD 1,380 per tonne in 1998. The three month price on thehe effect will depend on the further price development; as of
LME increased from USD 1,403 per tonne at 30 June, 19981 December, 1999, this loss was NOK 246 million.
to USD 1,655 per tonne at 31 December, 1999. At 31 Aluminium price volatility can result in significant
December, 1998, the corresponding price was USD 1,239 flectuations in the marked-to-market adjustments for LME
tonne. Due to time lags in contract prices, Hydro realized positions which are recorded to operating income.

average prices in Norwegian kroner that were 7 percent Measured against market prices at year-end, Hydro's
below 1998. Hydro had recognized gains of NOK 229 trading activities have contracts in place for aluminium and
million on its price hedging program in 1999, compared to alumina representing an unrealized profit of approximately
NOK 191 million in 1998. (Please refer to the Risk NOK 200 million. Hydro's ability to recognize this amount

Management section for a further explanation of the price will depend upon market developments in 2000.
hedging program).
Shipments in the Western world increased by
approximately 5 percent during 1999 compared with 1998. ALUMINIUM EXTRUSION
Registered inventories were stable during the year. Thus,

stock level relative to consumption has been reduced. The NOK million 1999 1998 1997
market situation in Europe was affected by the downturn inOperating revenues 12,081 12,088 10,438
Asian economies during the first half year of 1999, leading toperating income 649 536 474
pressure on product premiums above the standard LME  Current assets 4,930 4,551 4,057
price. However, the situation gradually improved during theNon-current assets 3,295 3,427 3,014
year, and Hydro by year-end was fully utilizing its cast hougeeturn on capital employed 13% 12% 12%
product capacity at reasonable product premiums. Number of employees 7,871 7,806 7,760
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The main items affecting the change in operating income expected to continue in 2000. A similar consolidation phase

were: is expected to occur in Southern Europe.

NOK million 1999 vs. 1998 The market penetration effect on sales of Hydro's Heat

Margin (110) Transfer tubing will continue and constant product

Volume 340 development within this area will add value beyond the pure

Fixed costs (90) volume increase.

Other (25) As of 1 March, 2000, the Baltimore-based Wells
Aluminium Corporation wells is a part of Hydro Aluminium

Revenues and market conditions Extrusion, as the result of Hydro’s acquisition. Wells has 7

Hydro Aluminium Extrusion's operating revenues calculategblants in 6 states, supplying soft alloy extrusions and
in local currencies showed growth in all business units in  fabricated and finished aluminium components, with
1999, whereas growth measured in NOK was flat. The leadership positions in a number of attractive market niches.
Extrusion Europe unit accounted for 57 percent of operating/lore than 50 percent of the extrusions produced by Wells
revenues; sales of Building Systems, 17 percent; sales of incorporate value-added fabrication and/or finishing. The
Heat Transfer tubing and components to the automotive  company will form a new business unit "Extrusion North
market, 18 percent. The remaining 8 percent was split amoAgerica." Wells has an extruded products production
Extrusion International, sales of general extrusions outside capacity of approximately 75,000 tonnes.
Europe, and Light Metal Wheels.

Sold volume of general extruded profiles increased by
5 percent in 1999. Global shipments of heat transfer products
increased in 1999 by 11 percent over the previous year, while
shipments within the Building Systems unit increased by
9 percent.

A strong European economy, southern Europe
contributing more than northern, and continued strong
growth in the US economy resulted in increased extrusion
consumption, which in Europe amounted to approximately 4
percent. This is a result of the increasing demand for
aluminium extrusions, particularly in the building sector in
southern Europe and in the machine and electronic industries
in northern Europe. In addition, market penetration of air
conditioning systems for cars in Europe is increasing the
demand for Heat Transfer tubing.

Operating costs

The high volume increased capacity utilization at Hydro's
extrusion plants. Capacity was added mainly through minor
investments in Germany, ltaly and Brazil. Productivity in
manufacturing processes was improved in line with the
segment's continuous improvement program. Fixed costs
increased slightly in 1999.

Outlook
The economic outlook for the main markets in Europe and
the US continues to be positive for 2000, and the demand for
aluminium extrusions is expected to continue to increase.
Following a substantial increase in the activities within
the non-residential building sector in the early 90's, the sector
has during the past few years been through a consolidation
phase. This consolidation phase, mainly within the German
building industry, continued in 1999, but the market is
expected to recover in 2000. In Southern Europe, building
activities in recent years have been very high and this trend is
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OTHER LIGHT METALS gradually reduced to 2.02 percent, and is expected to decline
in future years. A separate Sunset Review, which could

result in revocation of this duty, is also underway at the DOC

NOK million 1999 1998 1997

Operating revenues 7,716 7,869 6,824 and ITC. . ) ) )
Operating income 216 162 o5 The trgnd of increasing Qemand for alloy magnesium d!e
Non-consolidated investees (89) (39) (18) castings !n motor yehlcles is expected to continue, and will
Current assets 3,639 3.442 4664 be the principal driver of growth for the fore_seeable future.
Non-current assets 5247 5.057 4.326 Based_on announced prOJects z_ind geheral mt_erest from new
Return on capital employed 204 3% o0,  POtential entrants., the industry is C(.)r?3|dered likely to be
Number of employees 3.697 4.260 4177 adequately supplied to support anticipated growth.

Aluminium Rolled Products’ operating revenues decreased
in 1999 compared to 1998 due to the closing of Hydro Slug
AS. Operating income increased in 1999 due to higher o
volumes and better margins. NOK million 1999 1998 1997

Automotive Structures’ operating revenues and operatingOPerating revenues 39.658 41316 42,589
income in 1999 were lower than in 1998, because with effecPPerating income (loss) (1.671) 58 1,278
as of the 2nd quarter of 1999, Hydro and Granges (now Saga'™ent assets 21,275 21,046 22,516
AB) of Sweden agreed to merge their plastic bumper systen °"-cUrTent assets 15,764 17,346 14,913
operations. Hydro's shares in three subsidiaries were Return on capital employed (3%) 3% 7%
exchanged for 40 percent of the shares in a newly merged Number of employees 11479 12072 11,626

company, Granges Autoplastics AB (nowAutoplastics AB).

The shares were exchanged at fair value, resulting in a Ioss'_(BYdro Agri, Wh',Ch consists of the segments, Plant Nutrltloq,
NOK 58 million in 1999. In March, 2000, Hydro entered Gas and Chemicals and A/S Korn- og Foderstof Kompagniet

into an agreement to sell the shares in Autoplastics back to (KFK), had an operating loss of NOK 1,671 million. This
Granges. The sale will result in a gain of approximately the was a decrease of NOK 1,729 million compared to 1998.
same size as the loss recorded in 1999.

Magnesium’soperating revenues increased by 7 percent
in 1999, while operating income decreased by approximate
12 percent. Improved production together with almost

HYDRO AGRI

R/LANT NUTRITION

unchanged average prices contributed positively, while a NOK million 1999 1998 1997
write- down of capitalized project costs resulted in an overaﬂperatfng _revenues 26,799 21,997 29,149
net decrease Operating income (loss) (2,239) (582) 869

In 1992, an anti-dumping duty of 21 percent was imposedl©on-consolidated investees 210 379 345

on US imports of pure magnesium produced at Hydro's plafft//Tent assets 15921 15468 18,243
in Canada. The US Department of Commerce (DOC) Non-current assets 11,939 13,389 12,009
requires three consecutive annual reviews with zero dumpiftgtu™ On capital employed  (7%) 0% 7%
margin before the case can be considered for revocation. Number of employees 7,802 8,364 8,158

Despite having met the three-year requirement, the DOC - )
decided in 1999 not to revoke the order based on its Of Plant Nutrition’s total operating revenues, 8 percent were
determination that Hydro had not shipped sufficient internal revenues, mainly from sales to Gas and Chemicals.

"commercial quantities” during the previous three 12 monthThe correspondmg amount for 1998 was 5 per.cent.
periods. Hydro will continue to pursue revocation via the Share of net income from non-consolidated investees was

annual review process, while raising the level of its reduced by 45 percent, _mostly due to reduced earnings in
shipments of pure magnesium to the US. Furthermore, Qafco (reduced urea prices) and Farmland, (reduced DAP

Hydro has filed a complaint at the United States Court of prices).
International Trade contesting the DOC's decision. Hydro is

also participating in a five year automatic review (Sunset

Review) conducted by the DOC and the International Trade
Commission (ITC), to be concluded by July 2000, which

could result in revocation. A countervailing duty applicable

to Hydro's imports of pure and alloyed magnesium from

Canada to the US, originally at 7.61 percent, has been
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The main items affecting the change in operating and potash consumption declined by 4 percent.

income were: The ammonia price (North West Europe) has declined

NOK million 1999 vs. 1998 further and fell on average by 18 percent from 1998 to 1999.

Margin (900) Traded ammonia volume was slightly lower than in 1998,

Volume 180 mainly due to reduced production in Trinidad.

Fixed costs 400

Restructuring (632) Operating costs

Non-recurring costs (680) Raw material costs were reduced in 1999 compared to 1998.

Other (25) Natural gas is the most important raw material for the
production of ammonia and nitrogen fertilizer. In 1999

Revenues and market conditions average gas prices stated in US dollars decreased by almost

Operating revenues decreased by 4 percent in 1999 compa@@gercent compared to 1998 despite the crude oil price

to 1998. An increase in volume did not offset reduced increase towards the end of the year. Considerable amounts

fertilizer prices, which continued their downward movemenif phosphate and potassium are also used in the production of

particularly in Europe. complex fertilizer. Prices for these raw materials were

The international market for urea was fairly stable througbasically at the same level as in 1998.
1999, but with lower prices than in 1998. The average Fixed operating costs decreased during 1999. Costs

Middle East urea price declined by 16 percent from 1998 tarelating to the development of an integrated information
1999. The import demand was negatively influenced by  system amounted to approximately NOK 150 million,
import restrictions in China and heavily subsidized fertilizercompared to NOK 400 million in 1998. The implementation
production in India. Also in 1999, additional production of the system in the European part of the organization was
capacity outstripped consumption growth, worsening the finalized in the first half of 1999.

global supply/demand balance. Hydro has decided to close down capacity of
Developments in the international nitrogen fertilizer approximately 1,000,000 tonnes of nitrate capacity given
markets, combined with the surplus capacity of nitrates, putHydro’s estimation of an overcapacity of 2.5-3.0 million
downward pressure on prices for nitrogen fertilizers in tonnes in the Eurpoean nitrate industry combined with the
Western Europe in 1999. Average nitrogen fertilizer prices jmerception that the European nitrate market has limited
Western Europe dropped by 15 percent during 1999. growth potential in the foreseeable future. The plants affected

Reduction in complex fertilizer (NPK) prices was smaller. by the capacity reduction are Landskrona in Sweden,

The average DAP price (US Gulf) dropped by 13 percentmmingham in Great Britain and Montoir in France. The
from 1998 to 1999. New production capacity in India, plants are expected to stop production permanently during
Pakistan and Australia, combined with low consumption in the second quarter of 2000. The decision to reduce capacity
the US, resulted in excess capacity. Capacity closures was announced in December 1999, and the names of the
towards the end of the year, permanent and temporary, haVactories involved in the restructuring program were
contributed to a leveling out of prices. At the end of 1999, tle@mnounced in March 2000. Total restructuring provisions of
DAP price was USD 147/mt (fob) compared to an average NOK 632 million were taken in 1999, of which NOK 444
1998 price of USD 203/mt. million was for write-downs and NOK 188 million was for

Sales of fertilizers produced in Western Europe by Hydrdhe expected costs to dismantle the plant facilities and to
amounted to 11.7 million tonnes, compared to 11.3 million terminate agreements with customers and suppliers.
tonnes in 1998. Total sales, including third party products,  In 1999 operating income for the fertilizer business was

totaled 19.2 million tonnes, an increase of 4 percent charged with non-recurring items of NOK 849 million, the
compared to 1998. main items are discussed below, in addition to the

For the 1999 calendar year, total fertilizer deliveries to theestructuring charge.
most important markets in Western Europe were slightly Operating loss included a charge of NOK 75 million

higher than in 1998. Fertilizer deliveries in Western Europeassociated with the shutdown of the Vlaardingen phosphoric
during the first half of the 1999/2000 fertilizer season (July acid plant in the Netherlands, in addition to the NOK 120

through December 1999) increased slightly from the million charged in 1998. The plant ceased operation in
corresponding period of the previous year. November 1999. Capacity utilization for Hydro's fertilizer
According to the European Fertilizer Manufacturers plants was slightly lower than in 1998. Due to high inventory

Association numbers, West European nitrogen consumptiomolumes, the production was reduced at some sites. Hydro's
increased by approximately 1 percent from 97/98 to 98/99. ammonia plant in Porsgrunn started production late in July
Consumption increased in Germany, Ireland and Spain.  after having been closed for almost a year due to a major
Phosphate consumption declined by approximately 1 percemtvamp. The ammonia/urea plant in Le Havre was out of
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production for 11 weeks in the autumn, also due to revamppercent and is expected to remain at this level.

In March 1999, a Hydro Agri improvement program was  In December 1999, Hydro entered into a joint venture with
launched. The original target was a cost reduction of the South African chemicals company, AECI, for the
approximately NOK 1,000 million (compared to 1998) to beproduction and marketing of NPK and liquid fertilizers in
achieved by the end of 2001. This target has since been South Africa. The joint venture company, Kynoch Fertilizer,
revised upward to approximately NOK 1,350 million in fixeds the leader in the South African fertilizer market with a
costs and NOK 400 million in variable costs. By the end of market share of 40 percent.

1999 the reduction in full-time equivalents in the fertilizer During 1999, decisions leading to a total manning
business was 600 persons. In the accounts of 1999 reduction of 800 full-time equivalents were made. Of these
approximately NOK 330 million has been provided for to  approximately 600 left during 1999. The restructuring

cover the redundancy costs related to the demanning of  program is expected to reduce the number of employees by
approximately 800 people. This includes NOK 62 million approximately an additional 300 persons at the production
related to the closure of the Vlaardingen phosphoric acid sites. Costs of approximately NOK 150 million related to this
plant. demanning will most probably be incurred in the first quarter

The financial situation of the farming industry in Central of 2000. Hydro has also launched an overhead turnaround
Europe has been difficult the last couple of years. As a project that is expected to reduce manning significantly. The
consequence, Hydro has made provisions of NOK 86 milliocosts related to this program will be clarified later this year.
for estimated losses on accounts receivable in this region. Hydro expects total manning for the fertilizer business in

The operating loss includes an expense of NOK 229 2001 to be reduced by about 1,900-2,200 full-time
million related to long term contracts for purchase of equivalents (including employees and consultants) compared
ammonia from Tringen. Of the expense in 1999, NOK 128 to the start of 1999. This will represent a 20-25 percent
million represents accruals for estimated losses for future manning reduction.

purchases.

Outlook GAS AND CHEMICALS

The oversupply situation in the urea market is expected to

continue for a period of time with a low price level as a NOK Million 1999 1998 1997
consequence. New capacity will come on-stream during 20Q@erating revenues 4,718 4,716 4,383
and 2001. A major part of the exporting urea industry has aOperating income 349 261 305
cost basis that is not linked to the oil price level. The two  Current assets 2,553 1,937 1,395
largest urea-consuming countries, China and India, are Non-current assets 2,173 2,394 1,676
expected to continue to subsidize their domestic industry arRkturn on capital employed 11% 11% 15%
major import demand is not likely from these countries. Number of employees 1,568 1,623 1,325

Nitrate prices in Western Europe decreased more than
expected through 1999. As a result of poor performance and
low capacity utilization within the nitrate industry, several The main items affecting the change in operating income

European companies, including Hydro, announced were:

restructuring measures during the end of 1999 and beginningdK million 1999 vs. 1998
of 2000. These closures will imply capacity reduction of ~ Margin 40
approximately 2 million tonnes of nitrate capacity, Volume 80
approximately 15 percent of Western European nitrate Fixed costs (25)
capacity. The reduced supply is expected to contribute to a®ther (5)

improved market balance in 2000.
The DAP prices fell significantly in 1999 and are expecteBevenues and market conditions
to be low in 2000. The increase in operating revenues in Hydrogas and
The price of oil affects gas prices, and with the high pricedydroCare in 1999 was offset by slightly lower operating
at the end of 1999 and beginning of 2000, the energy costsratzenues in Hydro Chemicals, the largest business unit, and
Hydro fertilizer plants will increase. This represents a majorin Hydro Oleochemicals, leaving the segment's total
challenge for the fertilizer business. A USD 1 barrel increaseperating revenues virtually unchanged from the prior year.
on a yearly basis represents a NOK 130-150 million increase Hydro Chemicals' operating revenues decreased by 2
in operating cost for Plant Nutrition. percent due to lower international market prices of nitrogen
No major change in fertilizer consumption is expected in based products, while improved margins contributed to an
West Europe. The set aside rate in the EU is currently at 1dncrease in operating income. Contribution from new
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products and applications continued to improve overall A/S KORN- OG FODERSTOF
performance for Hydro Chemicals in 1999. KOMPAGNIET - KFK
The 4 percent increase in operating revenue for Hydrogas

was due to sales growth in established operations in Weste’\gnOK Mill
Europe and new carbon dioxide sales in Asia. : rion 1999 1998 1997
HydroCare increased its operating revenues due to new Perating revenues 9.7% 10143 10,007

projects outside Scandinavia. Operating income 233 375 89
Current assets 3,792 3,988 3,712
Operating costs Non-current a§sets 1,6054 1,5(26 1,2?9
Raw material costs were reduced from 1998 to 1999. Return on capital employed % 12% 6%
Number of employees 2,109 2,092 2,143

Ammonia, the main raw material for Hydro Chemicals,
experienced a 21 percent reduction in price from 1998. The o ) ) )

price of urea for technical applications was reduced by 22 The main items affecting the change in operating
percent compared to 1998. Both urea and ammonia are mcomg yvere:

mainly sourced from other Hydro units. NOK million 1999 vs. 1998

Hydrogas' sourcing and logistical costs increased due to'42'9" 130
major revamp of Hydro's ammonia plant in Porsgrunn, Whiéf_?'“me 75
created a stoppage in carbon dioxide supply from this sourged CF’S_IS o (45)
during the first seven months of 1999. Depreciation and amortization (210)

Other (90)

Fixed costs increased during 1999 by 1 percent. The
underlying increase was mainly related to geographical
expansion and business development for Hydrogas. Fixed Revenues and market conditions

costs in 1999 were charged with a provision for demanningp, 1999, operating revenues from the grain and feed-stuff

of about NOK 30 million. _ business fell 4 percent, and from fish feed activities, 6
Non-recurring costs in 1999 consist of a charge of percent, compared to the prior year, both due solely to a

NOK 66 million related to write-downs of a rare earth decline in prices.

production facility in Norway and a hydrochloride acid The Danish and Swedish markets for grain and feed-stuff

recycling plant in Germany. The 1998 operating COSts Wergyre highly competitive, and grain products especially have
charged NOK 60 million for the implementation of a new  shown lower margins than in 1998. This has partly been
administrative system and NOK 42 million for the write-  offset by a higher sale of compounds.

down of the rare earth production facility in Norway. Operating revenues from the Norwegian fish feed market
were influenced by a fire in the fish feed factory in Myre in
Outlook 1998, which reduced production capacity in the short-term.
Continued low urea and ammonia prices are assumed in  Therefore, sales volumes in Norway were 9 percent lower
2000. than in 1998, although the total Norwegian market showed a

Hydro Chemicals’ volumes are expected to remain stablgo|yme increase. The margins in all markets were
at high levels of capacity utilization. Margins are under  considerably higher than in 1998 primarily due to lower raw
pressure in international nitrate markets, where as, margingnaterial costs.
on ammonia based products are expected to be stable.

Sales volumes are expected to increase for core activitiegperating costs

particulary in Hydrogas and HydroCare, due to market  Raw material costs, which constitute the largest part of total

growth, new applications and sales established innew  gperating costs, were at a lower level in 1999 compared to

geographical areas. 1998. The grain and feedstuff activities had a decline in raw
material costs of 9 percent, and fish feed activities had a
decline in raw material costs of over 20 percent.

Depreciation increased by NOK 212 million in 1999. A

change in accounting principle in 1998 created a favorable
one-time effect of NOK 238 million in 1998. The operating
costs in 1998 were also positively affected by an insurance
settlement of NOK 68 million related to a fire in the fish feed
factory in Myre, Norway.
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Outlook the average price for the second half versus the first half of

The improvement in operating income for fish feed activitied 999 was 39 percent higher. This price increase was mainly

is not expected to continue at the same rate in 2000. Howeslae to increased raw material prices (oil), in combination

sales volumes are expected to increase considerably, amomgth higher demand in Europe for PVC.

other reasons because both the Norwegian factories will be Hydro's total production of S-PVC increased to 451,000

ready for normal production during the high season. Withintonnes, a 12 percent increase over 1998.

the grain and feed-stuff business, the main focus in year 2000Caustic prices deteriorated throughout 1999. On average,

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

On 1 March, 1999, Hydro announced the sale of the

PETROCHEMICALS activity in Mabo AS to Pipelife (a joint venture between
Wienerberger of Austria and Solvay of Belgium). The net
NOK million 1999 1998 1997 gain before tax from this sale was NOK 149 million. On 7
Operating revenues 5,346 6,028 6,034 September, 1999, Hydro announced the sale of its coil
Operating income 113 229 430 coating business, the Hydro Coatings Group, to BASF with a
Current assets 3,031 2,624 3,311 net gain before tax of NOK 234 million. In 1998, operating
Non-current assets 3,240 3,656 3,498 revenues for Mabo and the Hydro Coatings were NOK 1,207
Return on capital employed 10% 6% 9%  million.
Number of employees 1,937 2,965 2,984
Operating Cost
The main items affecting the change in operating Total raw material costs for Petrochemicals was
Income were: approximately 6 percent below 1998. This was mainly due to
NOK million 1999 vs. 1998  tha sales of Mabo and Hydro Coatings, partly offset by
Margin (275) increased prices for natural gas liquids (NGL) and higher
Volume 125 pyC volumes produced.
gb;ed costs 3;0 Total fixed cost were reduced compared to 1998. This was
ther

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

Revenues and Market Conditions

In 1999, operating revenues for Petrochemicals were 11 5 1100k

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

lower average product prices. Petrochemicals' operating The average price for PVC for year 2000 is expected to be
income decreased by 51 percent, because of the factors ng%htly below year end prices in 1999. Large new capacities

contributed to the reduction in operating revenues and highﬁl"ought on stream between 1997 and 2000 do not seem to
feed-stock costs in the ethylene plant. However, at year-enfl,ve created a sigificant downward pressure on margin.

significantly higher product prices were being realized. Hydro has designated Petrochemicals as a non-core
Disposals of assets in Singapore Polymer Corporation iy siness segment and has committed to actively taking part

connection with a relocation increased operating income wigh 1 restructuring of the Petrochemicals business.
NOK 52 million.

Global demand for PVC was approximately 4 percent
above demand in 1998, and about equal to the demand in QTHER ACTIVITIES
1997. The total Western European consumption of PVC
increased by 3 percent in 1999 versus 1998; in North Hydro Seafood'soperating revenues and operating income
America, by 2 percent; and in Asia, by 6 percent. The sale @fcreased in 1999 compared to 1998. In 1998, the outbreak of
PVC from the US to Asia was low due to weak margins  the fish disease, Infectious Salmon Anemia (ISA), in
combined with high domestic demand and therefore, Scotland required the slaughter of salmon, which led to
relatively higher margins in the US market. Because of significant losses.
increased need for VCM in Hydro's production of PVC, and  Hydro has in March 2000 entered into final and exclusive
also weak prices, Hydro's sale of VCM to Asia was low.  negotiations with the Dutch company Nutreco Holding N.V.

Hydro's average realized price for S-PVC (CIF) was 5 to sell its salmon production and sales activitites operating as
percent lower in 1999 than in 1998. However, realized pricgdydro Seafood AS. It is expected that a final agreement will
for S-PVC increased dramatically at the end of the year, ande realized during the first half of April.
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Pronova'soperating revenues and operating income  year-end.
decreased in 1999 compared with 1998. During 1999, In 1997, other income of NOK 78 million reflected a gain

Pronova divested its subsidiary, Pronova Biopolymer on the sale of a portion of a partly owned power plant.
(alginates), to FMC Corporation with a pre-tax profit of NOK

1,025 million. The major part of the remaining Pronova
consists of the Omega-3 fatty acids where particularly the
lipid-lowering drug Omacor is supposed to have a high Income before taxes and minority interest decreased 44 per-
potential. cent from 1997. The provision for current and deferred taxes
Hydro Technology and Projectsoperating revenues  \yas equivalent to 34 percent of pre-tax income in 1998, com-
decreased in 1999 from 1998. Operating income was slighty,req to 49 percent in 1997. The lower relative proportion of
reduced in ;999 compargq FO 1998. o income attributable to Norwegian offshore oil and gas
. Hydro's insurance acuwues'operatmg mcome_vx_/e_ls activities lowered the effective tax rate. In addition, the tax
higher compared to 1998. In 1999, insurance activities had . . .
gross premium revenues of NOK 515 million, while total effect from the gain on the sale of Hydro's shares in S_aga
assets at year end amounted to NOK 3,810 million. Pe.troleum, ta.\xed at a tax rgte gf 2§ percent, and the final
ruling regarding tax con-solidation in the Netherlands of
parts of Hydro's European fertilizer operations, created
positive one-time effects. Excluding these non-recurring
1998 COMPARED WITH 1997 effects, the effective tax rate for 1998 would have been
approximately 49 percent. Current tax represents 70 percent

Taxes and net income

Group operating revenues of NOK 97,468 million in 1998 _
. Lo of total taxes, compared to 81 per-cent in 1997.

were at the same level as in 1997. Operating income Net | NOK 3.754 million (NOK 16.40
decreased 46 percent compared to the previous year. Light et |.ncome was ' million ( oo per

o . share) in 1998, compared to NOK 5,205 million (NOK 22.70
Metals showed substantial improvement, mainly due to h i 1997
higher metal production and better margins. Earnings per share) in 1997.
weakened considerably for Hydro Agri, Hydro Oil and

Energy and Petrochemicals, mainly due to lower prices. Balance sheet

Hydro's long-term interest bearing debt at the end of 1998
Financial and other was NOK 24,105 million, compared to NOK 17,412 million

The results for non-consolidated investee companies were &t the end of 1997.
comparable to the previous year. The fertilizer affiliates Short-term bank loans and the current portion of long-term

showed improvement despite weak markets, as did the ret&]f0t decreased to NOK 6,737 million at the end of 1998 from
gasoline marketing company, Hydro Texaco, and Sgr-Norgdd OK 8,401 million at the end of 1997.

Aluminium A/S (Sgral). Dyno made provisions in connection Nt interest bearing debt (short- and long-term interest
with legal settlements in the US, resulting in a reduction of Pearing debt plus current portion of long-term debt less cash

NOK 198 million to Hydro's net income. and cash equivalents) at the end of 1998 was NOK 28.9 bil-
Net financial expense was NOK 409 million, compared ion, compared to NOK 23.4 billion at the end of 1997.

with NOK 837 million in 1997. The decrease was During 1998, Hydro has issued new long-term debt in US

significantly affected by the gain of NOK 1,131 million dollar, Norwegian and Swedish kroner. In addition, the

related to the sale of Hydro's share in Saga Petroleum. ~ Weakening of the Norwegian kroner has resulted in increased

Capitalized interest in 1998 was NOK 614 million, compare@e€t interest bearing debt. In 1998, Norsk Hydro ASA issued
to NOK 565 million in the previous year. long-term bonds in the US and Norway totalling NOK 4.75

Net interest expense increased by NOK 196 million in billion. The US debentures totalled USD 500 million and the
1998 due to higher net interest bearing debt and the currentdgrwegian issue totalled NOK 1 billion.
exchange rate effect on the interest expense, mainly due to Minority interest increased by 10 percent to NOK 1,266
the strengthening of the US dollar (USD). million in 1998.

The US dollar exchange rate rose in 1998 from NOK 7.33 Shareholders’ equity was NOK 48,291 million at the end
per dollar at the beginning of the year to NOK 7.61 at the eR§1998, which was an increase of 6 percent compared to
of the year. The net foreign exchange loss in 1998 increase?97-
to NOK 361 million from NOK 275 million in 1997. During
1997, the dollar strengthened from NOK 6.45 to NOK 7.33 at
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EXPLORATION AND PRODUCTION the OECD area, which led to reduced demand and increased
oil stocks throughout 1998. The Brent Blend oil price at year
end was approximately USD 11 per barrel.

Gas consumption in Western Europe, the most important
market for Norwegian gas, increased by approximately 4
percent from 1997 to 1998. Gas consumption in segments
other than domestic heating continued to grow at the same
rate as for the last two decades, resulting in an increased
market share of natural gas compared to other types of fuels.
Most of the oil produced by Exploration and Production is Natural gas deliveries from the Norwegian continental shelf
sold through Refining and Marketing. These sales represergrew by 1 percent to 42.6 billion standard cubic meters, of
approximately 65 percent of Exploration and Production's which Hydro's share was approximately 7.5 percent.
operating revenues. The remaining 35 percent is comprised
mainly of sales of gas and transportation tariffs. Operating costs

In 1998, Hydro realized an average crude oil price of _ o
USD 12.40 per barrel, compared to USD 19.20 per barrel mAverage production cost (cost of operating field and trans-

1997. The corresponding oil price in Norwegian kroner Wasportation facilities, including CQemission tax, insurance
NOK 94 per barrel in 1998, compared to NOK 135 per barr&nd gas purchased for injection, excluding transportation

in 1997. The average gas price in Norwegian kroner was sﬂi@[iﬁs and depreciation) was NOK 21 per boe in 1998,

tained at the same level as in 1997, mainly due to time lag Epmpgred W'th '_\IOK 19 per boe in 1997. Depreciation,
the price-setting mechanism for gas relative to crude oil. A including provisions for abandonment and well closure cost,

weaker Norwegian currency in 1998 also had a positive ~ 2v€raged NOK 35 per boe in 1998, compared to NOK 32 per

effect on gas prices measured in Norwegian kroner. Royalt%%e_'n the previous year. The mcrease.m depreleat_lon pri-
were reduced mainly due to lower oil prices marily reflected the change to more stringent criteria for

Hydro's production of oil and gas in 1998 was 270,000 proved regerves. A \.Nrite-_down of NOK 9.5.million Was
bar-rels of oil equivalents per day (boed), compared to recorded in connection with Hydro's decision to withdraw

266,000 boed in 1997. Oil production accounted for 79 from the Sincor project in Venezuela. Hydro's total expen-

percent of total production in 1998, approximately the saméjiture for_ exploration for oil and gas angl _app.raisal of
level as in 1997. The Oseberg, Gullfaks and Brage fields discoveries ar_nc_)un_ted to NOK 1,368 million in 1998 and
have reached the decline phase in their oil production and NOK 1,114 million in 1997. Of these amounts, NOK 1,221

produced less than in 1997. However, the decrease was mH}%"O” was expensed in 1998, compared to NOK 786 million

than compen-sated by production from the new fields, NjorH} 1997. The increase reflected higher exploration activity

Norne, Vigdis and Hibernia. Gas production rose to 9.0 a!wd Iowgr capitalization caused by fewer commercial
million standard cubic meters per day in 1998, compared tOdISCOVEI’IeS.
8.6 million standard cubic meters in 1997. The Troll field
contributed to most of the increase.
Global oil production increased to approximately
75.3 mil-lion barrels per day in 1998 from an average of
74.4 million barrels per day in 1997. OPEC production rose
by 0.7 million barrels per day, while the increase in oll
production outside of OPEC was approximately 0.2 million
barrels per day in 1998.
At the beginning of 1998, the Brent Blend oil price was
approximately USD 16 per barrel, but for the majority of
1998, it varied between USD 11-13 per barrel. During the
spring and summer, the OPEC countries agreed to lower
production by a total of 2.6 million barrels of oil per day, of
which about 80 percent was fulfilled. Yet oil prices continued
their downward trend through 1998. This was partly a result

of the economic crisis in Asia and mild winter conditions in
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In 1998, operating revenues for Exploration and Production were
NOK 10,637 million, a decrease of 19 percent compared to 1997.
Internal sales, mainly to Refining and Marketing, amounted to
NOK 7,020 million. In 1998, operating income amounted to

NOK 2,565 million, a decrease of 60 percent compared to 1997.

Revenues and market conditions



REFINING AND MARKETING Operating costs

In 1998, operating revenues for Refining and Marketing were NOK Otal operating costs, comprised mainly of raw materials and
11,101 million, a decrease of 24 percent compared to 1997. In 1998her product variable costs, decreased from the prior year,
operating income amounted to NOK 112 million, a decrease of 61primarily due to the decline in international oil prices.

percent compared to 1997. Refining costs, as a whole, declined 6 percent compared with

Hydro's share of equity in net income of non-consolidatdfie previous year due to the six-week maintenance shutdown
investees, which principally consists of Hydro Texaco, in 1998. However, refining costs per barrel remained
improved significantly in 1998. The improvement was unchanged from the previous year.

mainly the result of 1997 being a year with particularly high
costs related to redesign of the gasoline stations in Norway
and Denmark and very low margins in the Norwegian retalENERGY

gasoline market. In 1998, operating revenues for Hydro Energy were NOK 3,068
million, a decrease of 6 percent compared to 1997. Internal sales
Revenues and market conditions were NOK 1,696 million, mainly to Hydro Aluminium Metal

Products. Operating income for Hydro Energy decreased 12 percent

In 1998, operating revenues were 24 percent lower than in o
to NOK 573 million in 1998.

1997, primarily reflecting declining oil prices. Brent Blend Hydro Energy's share of net income of its non-

crude prices decreased approximately USD 5 per barrel consolidated investees produced a net loss of NOK 75
throughout 1998, and the average level was 35 percent Iowne;lr

than in 1997. The decr tated in Norwedian Kroner w lllion in 1998, compared with a net loss of NOK 14 million

a i .e ec? ease s a.e i onwegian Kro -e a‘|$n 1997. The loss in 1998 is mainly related to the gas power
31 percent. Selling prices of refined oil products declined .

_ . : project Naturkraft AS.

correspondingly, averaging 29 percent below 1997 prices.
Trading and refining activities, including sales of Hydro's
crude oil and condensates production, accounted for
approximately 80 percent of operating revenues, and
marketing of oil products in Sweden accounted for the
remaining 20 percent.

Revenues and market conditions

In 1998, operating revenues from internal sales of electricity
increased by 3 percent from 1997, due to increased sales to
Hydro Aluminium Metal Products. External revenues from
sales of electricity were reduced by 25 percent, mainly due to

Hydro's refining margins, stated in US dollars per barrel . . . .
were virtually unchanaed from the previous vear. However lower prices. Adjusted for purchases of electricity, margins
y 9 P year. 'were reduced in 1998 by NOK 160 million due to lower

because of negative impacts from declining oil prices and a

. . electricity prices and a reduction in income from trading
six-week scheduled maintenance shutdown of Scanraff, . .
i ) i activities. The 1997 results were favorably influenced by
Hydro's partly owned refinery in Sweden, earnings from

o . .. forward sales contracts entered into during the winter of
refining were 27 percent lower than in 1997. A volatile oil

L . . 1996/1997.
market led to lower operating income for the international Average spot prices fell from 13.5 gre/KWh in 1997 to

trade of crude oil, natural gas liquids and refined oll productf1 6 are/KWh in 1998. Net energy imports to Norway
and operating income decreased compared with 1997. amounted to 3.6 TWh in 1998, compared to 3.8 TWh in

Marketing activities in Sweden were negatively impacted b%_997_
losses realized from declining crude oil prices with high
historical inventory cost, and declining consumption of gas-
oline and heating oil in the Swedish market.

During 1998, demand for gasoline in the Swedish retail
market decreased by approximately 3 percent. Also,
relatively mild winter temperatures at the beginning of 1998
contributed to a decline in heating oil consumption of 1
percent. In a rapidly changing and competitive marketplace,
Hydro has maintained its market shares in the Swedish
market in 1998.
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Hydro's total marketed electricity volume increased to 24.0 a decrease in industry shipments of about 11 percent for this
TWh in 1998 from 23.6 TWh in 1997. Electricity productionregion. Shipments in the US and Europe increased by

for Hydro-operated plants totalled 9.0 TWh in 1998, a 2-3 percent. The net effect in the total Western world

decline of 13 percent compared to 1997. On 1 January, 19@®nsumption was a shipment reduction of 1-2 percent.
operation of the Hgyanger Power Station was transferred té&Registered inventories were stable during the year. However,
Statkraft as a consequence of the concession regime. The during 1998 there was an estimated increase of about

same amount of power is now covered by a long-term 300,000 tonnes of metal stocks accumulated outside the
contract with Statkraft. official producer and LME system.

Hydro's primary aluminum production increased by 12
Operating costs percent compared to 1997 and operating capacity was fully

As a part of the new hydropower tax regime in Norway utilized in 1998.

resulting in higher taxes, the production levy on electricity

was removed as of 1998, resulting in a cost reduction of  Operating costs

NOK 140 million compared to 1997. Other operating costs Operating costs per tonne primary aluminum were reduced
remained virtually unchanged from 1997. by 2 percent from the previous year .

In 1998, the increased business and project development The raw materials cost per tonne produced decreased by
activities, primarily related to gas and gas-fired power plant8,percent compared to 1997. Also other operating costs per
contributed to a rise in cost of NOK 40 million. tonne were reduced due to increased production volume and

effects from the ongoing cost reduction program.

Alumina and electricity are the most important raw

materials for the production of primary aluminum. In 1998,
ALUMINIUM METAL PRODUCTS Hydro covered approximately 35 percent of its alumina
In 1998, operating revenues for Aluminium Metal Products were require-ments from an affiliated refinery in Jamaica. The
NOK 18,235 million, an increase of 13 percent compared to 1997yemaining part of Hydro's alumina requirements was secured
Internal sales to other segments in Hydro amounted to NOK 5,86Qhrough long-term contracts linked to primary aluminum
million, mainly to Aluminium Extrusion. In 1998, operating incomeprices. Electricity prices remained unchanged in 1998
was NOK 1,854 million, an increase of 55 percent compared to compared to 1997.
1997. Fixed costs increased due to non-recurring costs for re-

Share of net income from associated companies increasedanizing of administration units and an increase in prod-
by 64 percent compared with 1997, mainly due to increasediction capacity. Operating income for aluminum trading
production and margins at Sgral. activities was NOK 60 million below levels in 1997, mainly

due to lower premiums and lower profit on LME-trading.
Revenues and market conditions
Operating revenues from the sale of primary aluminum and
trading activities were 13 percent above the previous year. ALUMINIUM EXTRUSION
This was due to higher sales volume combined with the
effect of a strong US dollar exchange rate and increased
product premiums.
The average three-month price for primary aluminum on
the London Metal Exchange (LME) was USD 1,380 per o
Revenues and market conditions

tonne in 1998. This was a 15 percent decrease compared toI o o ) N q hi
the average price of USD 1,620 per tonne in 1997. Due to Aluminium Extrusion's operating revenues showed growth in

. . . ._all business areas in 1998. The Extrusion Europe area
time lags in contract prices and effects of product premiums,

as well as forward sales and a strong US dollar exchange accounted for 55 percent of operating revenues, sales of

rate, Hydro realized average prices in Norwegian kroner thaB[UIIdIng Systems 17 percent, and sales of Heat Transfer

were 4 percent higher than in 1997. Hydro has recognized tubing and components to the automotive market 17 percent.

gains of NOK 191 million on its price hedging program in The remal.nllng 11 percent was split among nght Metall
1998 Wheels, Finished Products and general extrusion outside
Asia accounts for about 25 percent of the total world's Europe. Of total revenues for the year, 4 percent is

consumption of aluminum. The economic crisis in Asia led faottrlbutable to newly acquired units.
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Aluminium Extrusion's operating revenues rose 16 percent
to NOK 12,088 million in 1998. Operating income amounted to
NOK 536 million, an increase of 13 percent compared to 1997.



Despite decreased primary aluminum prices, overall US imports of pure magnesium produced at Hydro's plant in
extrusion margins were kept on a satisfactory level. Canada. The US Department of Commerce normally requires

Sold volume of general extruded profiles increased in  three consecutive annual reviews with zero percent in revised
1998 due to acquisitions and better market performance. duties before the case can be revoked. The Department of
Global shipments of heat transfer products increased in 199 mmerce has temporarily confirmed zero percent in revised

by more than 8 percent over the previous year, while duties also for the third year but did not revoke the order. The
shipments within the Building Systems business area wherénal decision is expected in 1999. A countervailing duty
unchanged. applicable to Hydro's imports of pure and alloyed magnesium

A strong European economy and continued growth in thédrom Canada to the US, originally at 7.61 percent has been
US economy resulted in increased extrusion consumption, gradually reduced to 2.78 percent. This duty is expected to
which in Europe amounted to approximately 4 percent. Thigradually decline over the next few years.
is a result of the increasing demand of aluminum extrusions, Increase in demand for alloy magnesium is expected to
par-ticularly in the building, machine and electronic continue, and Europe is expected to catch up with the US in
industries. In addition, market penetration of air conditioninghe use of magnesium in automobiles. The closure of Dow
systems for cars in Europe is increasing the demand for H&@hemicals' plant in Texas has reduced capacity by almost 20
Transfer tubing. The European building market showed  percent. The reduction is expected to be compensated by
higher growth in Southern Europe than in the northern partincreased production from existing suppliers and new
Altogether, this growth was a good basis for market entrants to the magnesium market are expected.
development in all business areas.

Operating costs PLANT NUTRITION

The hiah vol . d . ilizati Hvdro' In 1998, the operating revenues of Plant Nutrion was
€ high volume increased capacity utllization at Hydro's NOK 27,997 million, a decrease of 4 percent compared to 1997. Of

extrusion plants. Capacity was added through acquisitions - . :
) ) i Plant Nutrition's total operating revenues, 5 percent were internal
during 1997, as well as through investments in Denmark and

he UK. NOK ili fth . deviation i revenues, mainly from sales to Gas and Chemicals. Operating
the ' 9? r,m lon of the operating cost deviation .IS income for Plant Nutrition fell from NOK 869 million in 1997 to a
related to acquistions made at the end of 1997. Capacity

. o ) ) loss of NOK 582 million in 1998.
increases at existing plants and inflation have also . . L
Share of net income from associated companies increased

contributed to increased capacity related costs. Productivit)ﬁ_o percent compared with 1997. This was explained by

in manufacturing processes was improved in accordance with - . . .
. i . appreciation of the Thai baht, offsetting last year's currency
the segment's continuous improvement program. Higher

fixed ) di lant for Heat T ; losses in the Thai marketing joint venture, Viking, and
Ixed costs were incurred in a US p a.nt or Heat Transter improved earnings from Farmland Hydro, which produces
related to start-up of a new product line.

DAP (Diammonium Phosphate). Lower prices for urea and
ammonia affected Qafco and Tringen negatively. Production
volumes increased for Qafco, but were stable for the other
two companies.

OTHER LIGHT METALS

Aluminium Rolled Products' operating revenues and Revenues and market conditions

_operatmg mcomg increased 'r‘ 1998 compgred 10 1997. T_h?)perating revenues decreased by 4 percent in 1998 compared
increase was mainly due to higher sales prices and MargiNgs 1997, as a result of reduced sales volumes and declining

but also higher volume produced. prices for nitrogen fertilizers particulary in Europe.

) ) ) ) In 1998, the international market for urea continued to be
Automotive Structures operating revenues were higher in strongly influenced by the import embargo that China

1998 than in 1997. Operating loss was reduced in 1998 fromtroduced in April 1997. Combined with an increase in

1997 due to higher volumes and improved operations. global production capacity, this resulted in a surplus of

) o fertilizer in the market. Average sales prices for urea in 1998
Magnesium's operating revenue§ gnd operating '”C‘?me were approximately 30 percent below the previous year.
mc.realsed in 1998 from 1997. This increase was attributed Brices of other nitrogen fertilizer products for export out of
arise in sales volumes. Europe declined significantly during 1998.

In 1992, an anti-dumping duty of 21 percent was imposed cIx_r)]evelopments in the international market for urea, combined
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with high capacity utilization for most of the Western European currencies. Stated in Norwegian kroner, costs rose
European nitrogen fertilizer producers, put downward slightly compared to 1997. Costs relating to the development
pressure on prices for nitrogen fertilizers in Western Europ@nd implementation of new integrated information systems

in 1998. Nitrogen fertilizer prices in the major markets of increased from approximately NOK 200 million in 1997 to
Western Europe dropped by 5-10 percent during 1998. Thispproximately NOK 400 million in 1998. This project is in
had a significant effect on Hydro's earnings, as nitrogen  the implementation phase and is expected to be completed
fertilizer represented more than half of its sales in Western during the first half of 1999.

Europe. The markets for complex (NPK) fertilizer showed a Operating loss includes a charge of NOK 120 million

more stable development. associated with the shutdown of a phosphoric acid plant in

The price level for DAP was virtually unchanged from  the Netherlands.
last year. The main importers, China, Pakistan and India, all Capacity utilization for Hydro's fertilizer plants was
increased their imports and full production capacity was  slightly lower than in 1997. Due to high stocks, Hydro
maintained. reduced production at some sites for a period in 1998.

Sales of fertilizer's produced in Western Europe by Hydro Hydro's ammonium nitrate plant in Ambes, France, was
amounted to 11.3 million tonnes, compared to 11.7 million out of production during the autumn of 1998 after a
tonnes in 1997. Total sales, including third party products, mechanical breakdown. Hydro's ammonia plant in Porsgrunn,
totaled 18.5 million tonnes, a reduction of 2 percent Norway, has also been out of production since the autumn of
compared to 1997. 1998 due to a major revamp.

For the 1998 calendar year, total fertilizer deliveries to the
most important markets in Western Europe were slightly
lower than in 1997. Fertilizer deliveries in Western Europe GAS AND CHEMICALS
during the first half of the 1998/1999 fertilizer season (July
through December 1998) fell significantly from the
corresponding period in the previous year.

Fertilizer consumption in Western Europe during the
fertilizer season from July 1997 to June 1998 was slightly
lower than in the previous season. Fertilizer imports to
Europe from Eastern Europe and the former Soviet Union
have shown a slight decline, partly due to an anti-dumping
duty the European Union imposed on ammonium nitrate
imports from Russia.

Prices for ammonia declined throughout 1998. On
average, prices were approximately 20 percent below the )
level for 1997. The 1998 market was dominated by excess operating revenues.

supply for export compared to previous years. New capacity Operating revenues for Hydro Chemlca!s rgmamed
came on stream in Trinidad, not offset by any major unchanged, even though there was a decline in prices related

reductions in existing capacity. to_ammonl_a ar]d urea-based products: Despne dechmng
prices, major improvements were achieved in supplying
ammonium nitrate to the non-military explosive business. In

In 1998, Gas and Chemicals had operating revenues of

NOK 4,716 million, which was an increase of 8 percent from 1997.
Operating income decreased by 14 percent to NOK 261 million in
1998.

Revenues and market conditions

Despite the increase in overall operating revenues for Gas
and Chemicals in 1998, operating revenues in Hydro
Chemicals, the largest business unit, remained unchanged
from 1997. The other business units: Industrial Gases,
HydroCare and Hydro Oleochemicals, had increases in

Operating costs o . ) .
Raw material costs were slightly reduced in 1998 compare@dd't'_on’ |mproveq marg|n§ on mtrotqen_—based chemicals

to 1997. Natural gas is the most important raw material for contributed to an increase in operating income for the Hydro
the production of ammonia and nitrogen fertilizer. In 1998, Chemicals unitin 1998. Lower activity in Asia was offset by

gas prices stated in US dollars decreased compared to 196! improved position in Europe. Contributions from new
The savings from lower gas prices were partly offset by theproducts and market segments also helped to improve overall

stronger US dollar performance for Hydro Chemicals in 1998.

Considerable amounts of phosphate and potassium are The increase in operating revenues for Industrial Gases
also used in the production of complex fertilizer. In 1998, was due to expansion of carbon dioxide sales to a variety of

prices for these raw materials were somewhat higher than iwgrket segments in Southern and Eastern Europe and in

the previous year. Asia. _ ) . . .
Fixed operating costs decreased during 1998 measured in HydroCare increased its operating revenues in 1998 with its
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waste water treatment in Europe, Asia and North America. change in KFK's accounting principle for depreciation, which
Its main customers were municipalities and pulp and papercreated a favorable one-time effect of NOK 238 million.
industries.

The effect of the transfer of Hydro Oleochemicals from
Pronova in early 1998 was an increase of Gas ans ChemicRETROCHEMICALS

operating revenues by NOK 226 million compared to 1997.
In 1998, operating revenues for Petrochemicals were sustained at

Operating costs the same level as in 1997. Petrochemicals' operating income
decreased by approximately 47 percent, from NOK 430 million in

Total raw material costs were reduced by 10 percent from 1997 to NOK 229 million in 1998.

1997 to 1998. Ammonia, the main raw material for Hydro

Chemicals, experienced a significant reduction in prices froRevenues and market conditions

1997. Urea for technical applications had a reduction in ~ Hydro's average realized prices for S-PVC were 13 percent

prices by approximately 30 percent compared to 1997. Botlower in 1998 than in 1997. The fall in S-PVC prices was

urea and ammonia are mainly sourced from other Hydro  mainly caused by reduced demand in Asia, which has led to

units. Non-recurring costs in 1998 were the implementationlower global utilization of capacity. Hydro's total sales of

of new information systems of NOK 60 million and the PVC increased in 1998 as a result of good utilization of the
writedown of NOK 42 million for the rare earth oxides plantincreased capacity at the plants in the UK and in Norway.
in Norway. Global demand for PVC was approximately 2.5 percent

below demand in 1997, but with regional variations. In the
US, demand rose 5 percent. Western Europe had a fall in
KORN- OG FODERSTOFKOMPAGNIET — KFK demand of 1 percent, while Asia had a fall in demand of 19
percent. The sale of PVC from the US to Asia was low in
In 1998, operating revenues were NOK 10,143 million, the same 1998 as a result of good domestic demand in the US and low
level as in 1997. Operating income in 1998 was NOK 375 mi”ion-export prices from the US.
compared to NOK 89 million in 1997. The VCM market tends to follow S-PVC market trends.
Hydro's average realized prices for VCM were approximately
10 percent below the average in 1997. Because of increased
Revenues and market conditions need for VCM in Hydro's production of PVC and weak

Total operating revenues were negatively influenced by  prices, there were no sales of VCM to Asia in 1998.

2 percent from the grain and feed-stuff business, while the ~ An increase in caustic soda prices positively affected

fish feed business compensated for this with higher sales. Hydro's results in 1998. On average, market prices for caustic
Grain and feed-stuff activities experienced a decline in soda were NOK 1,779 per tonne in 1998, compared to NOK

prices of 4 percent and in sales of arable products of 18 1,382 per tonne in 1997.

percent from 1997. Basically, market share has been Operating revenues climbed 16 percent for Petro-

maintained. The wet harvest of 1998 gave KFK increased chemicals’ plastic pipe operations (Mabo AS) in 1998. The

revenues from its grain drying and cleaning operations.  increase was mainly due to a full year of operations since its
Fish feed activities had an increase in revenues of 28 purchase in Finland in 1997 and increased activity in Poland.

percent compared to 1997. This was primarily due to higher

sales of salmon feed. Market share was extended, primariljPperating costs

in the salmon feed market. Raw material costs for Petrochemicals were approximately
4 percent above those in 1997. This was mainly due to

Operating costs reduced access to raw materials and renegotiation of
purchase contracts for Natural Gas Liquid.

Raw materials, which constitute the largest part of total Fixed costs increased compared with 1997. This was

operating costs, were at the same level as in 1997, but withiainly caused by costs related to the implementation of a
large fluctuations within single types of raw materials. In o\ administrative system. Depreciation rose 15 percent
1998, an insurance settlement related to a fire in the fish feEQmpared to 1997, mainly due to the first full year with new

factory in Myre, Norway, improved operating income by pjants in Aycliffe in the UK and Porsgrunn in Norway.
NOK 68 million. Operating income also benefited from a
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OTHER ACTIVITIES LIQUIDITY AND CAPITAL RESOURCES

Hydro Seafood's earnings were lower than in 1997 and .
showed an operating loss in 1998. The outbreak of the ﬁsh'\lOKh?IqIIIIOn Sed b
disease, Infectious Salmon Anemia (ISA), in Scotland Cash flow provided by

1999 1998 1997

requiring the slaughter of salmon, led to significant losses. (used fqr):

i ) ) T i Operations 14,744 8,500 10,386
Earnlngs improvement in the Norweglan'and Irish Investments (8,366) (11,612) (10,817)
operations, as a result of higher sales prices and reduced Financing (1,233) 2,317 (752)
production cost, could not offset this loss. Increase (decrease) in

cash and

Pronova's operating revenues decreased in 1998 compared cash equivalents 5,499 (502) (1,100)
with 1997. The reason was the transfer of Pronova's Return on:
Oleochemicals group to the Industrial Chemicals segment inShareholders' equity 6% 8% 12%
early 1998. Operating income increased in 1998 mainly due Capital employed 9% 8% 13%
to higher sales prices and sales volumes in the alginate ~ Long-term debt/
operations, Pronova's largest business area. equity ratio 0.69 0.49 0.37

Cash flow

Hydro Tec‘r.mology and Projects operatl.ng.r.evenues Cash provided by operations in 1999 of NOK 14,744 million
increased in 1998 from 1997. Due to significant upfront costs .
) i ] ~"Was 73 percent above the level in 1998 and 42 percent above
related to international expansion and other non-recurring 1997, due mainly to improved earnings excluding non-cash
costs, the segment showed an operating loss in 1998. items.
For the two previous years, net working capital
Hydro's insurance activities' operating income was on the requirements increased and, thus, reduced cash provided by
same level as in 1997. In 1998, insurance activities had grasgserations.
premium revenues of NOK 532 million, while total assets at Cash used for investing activities decreased by 28 percent
year end amounted to NOK 3,476 million. from 1998, due mainly to higher proceeds from sales of
investments in 1999 than in 1998. Investments in property,
plant and equipment amounted to NOK 13,029 million in
1999, which was 6 percent higher than in 1998 and 23
percent higher than in 1997. Investments in the Exploration
and Production segment including Saga’s investments in
second half accounted for approximately 67 percent of total
investment in 1999 compared with 52 percent and 48 percent
in 1998 and 1997, respectively. Long-term investments,
which included the purchase of subsidiaries and other
ownership interests, decreased in 1999 to NOK 188 million.
In 1999, NOK 1,233 million was used in financing
activities. By comparison NOK 2,317 million was provided
in 1998 and NOK 752 million was used in 1997. Repayments
of loans totaled NOK 19,626 million in 1999, while short-
term and long-term proceeds were NOK 21,707 million.

Outlook

In January 2000, Norsk Hydro ASA increased its bond loans
in the European market from EUR 300 million to EUR 400
million. The original bond, issue in October 1999 at 6.25
percent, is due on 15 January, 2010.

Hydro anticipates that cash from operations, the proceeds
from the issue of debentures and notes and credit facilities
currently in place will be sufficient to meet all expected
capital expenditures and financial commitments in 2000.
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IMPACT OF NEW ACCOUNTING STANDARDS FORWARD-LOOKING STATEMENTS

NOT YET IMPLEMENTED ) )
Hydro has established certain targets for average return on

Derivative Instruments and Hedging.In June 1998, the capital employed, long-term debt to equity ratio and dividend
FASB issued Statement No. 133, "Accounting for Derivativas a percent of net income seen over a period of several

Instruments and Hedging Activities" (SFAS 133). This years. Management does not anticipate that all targets would
Statement standardizes the accounting for derivative necessarily be met in any individual period and targets must
instruments, including certain derivative instruments be seen over a longer time perspective. In addition, reference

embedded in other contracts. Under this standard, derivativie made to Iltem L'Additional Factors Which May Affect
instruments are required to be carried in the balance sheetBtisiness, for the cautionary statement about factors that
fair value. The accounting for changes in the fair value of amay cause actual results to differ materially from those
derivative instrument depends on whether it has been contained in any oral or written forward-looking statements
designated and qualifies as part of a hedging relationship. lInade on behalf of the Company. This includes targets stated
the derivative instrument is not designated as part of a above, statements above untf@utlook; Item 9 A, and
hedging relationship, the change in the fair value is other forward-looking statements contained in this annual
recognized in earnings in the period of change. SFAS 133 ieport.

effective for the fiscal quarters of fiscal years beginning after

June 15, 2000. Hydro has not yet determined the impact of

adopting SFAS 133 on the Group's future results of

operations and financial position.

EURO

Hydro has implemented a comprehensive program to prepare
for the introduction of the euro currency. Based on prelimi-
nary evaluations and findings, there are no material adverse
effects on competitive implications of increased price trans-
parency in the European markets and Hydro's exposure to
currency risk from the euro conversion. The introduction of
the euro also provides immediate opportunities in finance and
administrative processes which Hydro has responded to by
implementing and developing new administrative systems for
the euro conversion. To date, the costs and potential costs
incurred are not material and Management believes that there
will be no adverse effect on the Company's financial

condition or results of operations.

63
Norsk Hydro 1999



ITEM 9A. - QUANTITIVE AND QUALITATIVE considered immaterial. For accounting purposes, unless

DISCLOSURES ABOUT MARKET RISK otherwise disclosed below, derivative financial and
commodity instruments are marked to market value with the
RISK MANAGEMENT resulting gain or loss reflected in income since most of them

do not meet the criteria for hedge accounting. This can result
Hydro's primary market risks are commodity price risks in volatility in earnings as the associated gain or loss on the
arising mainly from fluctuations in the prices of crude oil, related transactions may be reported in earnings in different
aluminum, natural gas, electricity, fertilizers, magnesium arieriods. Hydro's use of various derivative commodity
petrochemicals. In addition, Hydro is also exposed to foreighstruments is subject to the continuous oversight and control
currency risk due to the fluctuations of the Norwegian krondf the segment's management and periodically reviewed by

against other currencies, primarily the US dollar, and interegerporate management. Segment policies govern the limit for
rate risk. exposure to derivatives in terms of amount, duration, and

guantities as well as providing "stop-loss."

Total company

A substantial part of Hydro's products are commodities. ~ Commodity price risk

Commodities are subject to significant fluctuations in supplyl he following highlights Hydro's main commodity price

and demand, which strongly affect prices and profitability. risks.

Hydro manages a portion of its commodity price risks Aluminum . Hydro is a leading producer of primary
through the use of derivative Commodity instruments to aluminum and aluminum fabricated products. Hydro also has
reduce its exposure to changes in crude oil, aluminum, considerable activities related to physical aluminum and raw

natural gas, electricity, and fertilizer prices. material trading aimed at extending Hydro's role as a reliable

Prices of many of Hydro's most important products, and long-term supplier of raw materials and aluminum
mainly crude oil, aluminum, natural gas and magnesium, apgoducts. The objective of this trading is to optimize
either determined in US dollars or are influenced by local l0gistical costs and strengthen market positions by providing
currency rates against the US dollar. The cost of raw customers with flexibility in pricing and sourcing. To secure
materials, including natural gas, NGLs, and alumina, are margins on physical contracts, Hydro enters into
affected by the US dollar price of petroleum, while the cost corresponding London Metal Exchange (LME) futures and
of aluminum and energy are influenced by the US dollar. Tig®tions contracts. Hydro manages its total trading activities
launch of the Euro may lead to important commodities beingn @ portfolio basis, often taking LME positions based upon
priced in Euro. This may alter the currency exposure for ~ net exposures. Accordingly, it is difficult to meet certain

Hydro and, eventually, the Euro may become a more hedge accounting criteria. Therefore, aluminum price
significant part of Hydro's debt composition. Hydro enters Volatility can result in significant fluctuations in the marked
into derivative financial instruments primarily aimedto ~ to market adjustments for LME positions recorded to

reduce cash flow risks associated with debt repayments, operating income. However, the effect of price changes of
collection of selected receivables, and liquidity needs for ~ future physical metal purchases and sales is expected to

certain currencies. largely offset the marked to market adjustments for those
The derivative financial and commodity instruments that-ME contracts. In addition, Hydro engages in speculative
Hydro uses to manage its primary market risks are as trading within strict limits as defined by management.
follows: Volatility from market adjustments on speculative positions
futures: crude oil, aluminum, electricity will not have offsetting effects from other transactions.
forwards:  crude oil, aluminum, electricity, natural gas, ~ In 1998 and 1999, Hydro entered into short positions
foreign currency using LME contracts as a hedge against the risk of lower
options:  crude oil, aluminum, electricity, foreign prices for anticipated metal sales of primary production in
currency 1999 and 2000. This hedging program started in 1998. The
swaps: crude oil, aluminum, NGLs, foreign LME contracts limit the unfavorable effect of price decreases
currency, interest rate on future metal sales, but also limit the favorable effect from
price increases. These transactions qualify for deferral
Hydro considers all significant derivative financial and accounting. As of 31 December, 1999, the deferred loss of
commodity instruments to be held for purposes of managin#ie hedge contracts was NOK 246 million compared to a gain
foreign exchange, interest rate and commodity price of NOK 266 million at year-end 1998. The loss, adjusted for
exposures. Instruments held for speculative or trading effects of future price changes, will be reflected in earnings

purposes, including the remaining derivative financial and When production is sold.
commodity instruments acquired via the Saga acquisition, are Gas.Hydro is a producer, consumer, buyer and seller of
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gas. The production in the Norwegian part of the North Sedilely to be improved when the US dollar appreciates against
sold through the Gas Negotiation Commitee ("GNC"). The European currencies, whereas financial expense, including
consumption is mainly supplied by long-term contracts withinterest expense and net foreign currency losses, is likely to
major producers and distributors. Hydro is mainly involved be negatively affected. In addition, the effects of translation
in physical over-the-counter forward contracts traded of local currency financial statements of subsidiaries outside
bilaterally in the UK and the European continent. The mainof Norway into Norwegian kroner can influence comparative
purpose of this activity is to secure gas deliveries to its results of operations.

customers, to reduce the risk in the gas portfolio against The Saga acquisition has increased Hydro's exposure to
unfavorable fluctuations in price, and to participate in limitedhanges in the oil price and fluctuations in the US dollar as
speculative trading within strict limits defined by the oil activity has become relatively more important for the
management. group. The currency composition of Hydro's debt has been

Electricity . Hydro is a producer, consumer, buyer and adjusted to partly reflect the changes in exposure. Hydro
seller of electricity. In Norway, Hydro's consumption of primarily employs foreign currency swaps and forward
electricity exceeds its production. This deficit is principally currency contracts to modify the currency exposures for
covered through its long-term purchase contracts with otheHydro's long-term debt portfolio. Foreign currency swaps
Norwegian producers. Hydro's demand and supply balanceallow Hydro to raise long-term borrowings in one currency
can also be affected by other factors such as seasonal and swap them into another with lower funding costs rather
variations and the level of its production, which is influencethan borrowing directly in the second currency. Forward
by precipitation and reservoir levels. Hydro employs currency contracts are entered to safeguard cash flows for
derivative instruments, such as futures, forwards and optiomsiticipated future transactions or to cover short-term liquidity
and physical contracts that are traded either bilaterally or needs in one currency by excess liquidity available in another
over electricity exchanges in Scandinavia. The main purposeirrency. Entering into short-term forward currency contracts
of this activity is to secure electricity on the Scandinavian also reduces funding costs when compared with drawing a
market for its own consumption and delivery commitments,short-term loan in one currency and investing short-term in

to reduce the risk in the electricity portfolio against another.

unfavorable fluctuations in price, and to participate in limited In order to further mitigate its exposure to foreign
speculative trading within strict limits defined by currency risk, Hydro has designated a portion of its foreign
management. denominated long-term debt, including certain related

Oil. Hydro produces and sells crude oil and refined balances in currencies arising from foreign currency swaps
petroleum products. The Saga acquisition has increased and forwards, as hedges of net foreign investments in
Hydro's exposure to fluctuations in oil price. In the latter halubsidiary companies. The foreign exchange gains and losses
of 1999, Hydro purchased put options to hedge a portion ofon this debt are recorded as a separate component of equity.
2000's oil production against the risk of declining oil prices.

These put options entitle Hydro to sell 30 million barrels of Interest rate risk

oil in 2000 for an average price slightly above USD 15 per Hydro is exposed to changes in interest rates primarily as a
barrel. In addition, Hydro inherited Saga's price hedging result of borrowing and investing activities used to maintain
program for crude oil which terminated at year-end 1999. liquidity and fund its business operations. Management's
Hydro utilizes Brent futures and swaps, and options with ~ strategy is to have debt with long average life and stable
international oil and trading companies. These instrumentsinterest payments at the lowest possible level. Hydro

are used to mitigate unwanted price exposure for a portion wiaintains a high ratio of long-term, fixed-rate debt with an
its crude oil portfolio production, principally oil cargoes thateven debt repayment schedule and adequate resources to
are in transit, and certain inventories of oil or petroleum  allow for financial flexibility. The Saga debt securities

products at its partly owned refinery in Sweden. acquired are also long-term with fixed interest rates and are
considered well suited to Hydro's own loan portfolio in terms

Foreign exchange risk of maturity and average interest rates. Hydro uses from time

Hydro's primary foreign currency risk is tied to local to time derivative financial instruments such as foreign

currency fluctuations against the US dollar. To reduce the currency and interest rate swaps to minimize its exposure to
long-term effects of fluctuations in US dollar exchange ratesterest rate risks.

Hydro incurs most of its debt in US dollars. Approximately

68 percent of Hydro's long-term debt, including Saga's Sensitivity analysis

long-term debt, is in US dollars. The remaining long-term Hydro has chosen sensitivity analysis to provide information
debt is denominated in Norwegian kroner, Euro, Swedish about its potential exposure to hypothetical loss for derivative
kroner, and British pounds. Hydro's operating income is masstruments and financial instruments in compliance with
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requirements of the Securities and Exchange Commission Hypothetical loss from
(SEC). +/- 10% change in:

The sensitivity analysis reflects the hypothetical loss in _ Fair Foreign  Com-
(unaudited) value Interest currency modity

fair values assuming a 10 percent change in rates or prices;ox mition 31.12.99 rates exch.rates prices Other
and no changes in the portfolio of instruments as of 31 Derivative instruments
December, 1999. Hydro's management cautions against

related to:
relying on the information presented. This is due to the Commodities (231) ) 18 203
arbitrary nature of assumptions involved, the inability of sucByye, (295) ) 571 _
a simple analysis to model reality, continuous changes to itg,ancial instruments (38,280) 2,021 3.490 - 111
portfolio and the exclusion of certain of Hydro's positions Hypothetical loss from
necessary to reflect the net market risk of the Group. +/- 10% change in:
Accordingly, the information does not represent _ Fair Foreign Com-
management's expectations about probable future losses. fjgudited) value Interest  currency modity
L L . . NOK million 31.12.989  rates exch.rates prices Other
most significant limitations on the figures provided are as .
Derivative instruments
follows:
. . related to:
The presentation only includes the effects of the o
L . . Commodities 289 - - 227
derivative instruments discussed above and of certain
. L. . Other (73) 1 769 -
financial instruments (see Note 2 below). It does not include .
Financial instruments (25,538) 1,025 2,295 - 83

related physical positions, contracts, and anticipated
transactions that many of the. derivatives instruments arg 1) The change in fair value due to price changes is calculated based upon pricing
meant to secure. A rate or price change of 10 percent will formulas for certain derivatives, the Black-Scholes model for options and the net
often result in a corresponding effect to the fair value of thepresent value of cash flows for certain financial instruments or derivatives. Discount

. . . . . _rates used vary as appropriate for the individual instruments.
phySICaI or underlylng position .SPCh that the resumng galnsz) Financial instruments include cash and cash equivalents, investments in marketable
and losses would offset. In addltlon, as allowed by the SECsecurities, bank loans and other interest bearing short-term debt and long-term debt. A
regulations, Hydro has excluded accounts payable and substantial portion of the hypothetical loss in fair value for changes in interest rates
accounts receivable from the presentation which may haverelate_s to Hydro's I_ong-terrﬁ fixed rate debt. As Hydro expects to hold this debt_untll

i . . ) . maturity, changes in the fair value of debt would not be expected to effect earnings.
had a significant effect on foreign exchange risk figures
provided. During 1999, Hydro issued fixed rate debentures of USD 575
The computations, which provide the most negative effegtillion, GBP 225 million, and EURO 300 million. Hydro

to Hydro of either a 10 percent increase or decrease in eactiecreased its position in LME-traded contracts for the year
rate or price, also do not take into account correlations whignded 31 December, 1999 compared to the previous year.
would be expected to occur between the risk exposure These contracts were executed as part of Hydro's
categories. For example, the effect that a change in a foreignanagement of the risks associated with the fluctuations in
exchange rate may have on a commodity price is not the price of its commodity-based products.
reflected in the table. Furthermore, it is not probable that all ~ With regard to Saga Petroleum, oil-based options and

rates or prices would simultaneously move in directions thaswaps, Norwegian kroner and an aggregate of USD 700

would have negative effects on Hydro's portfolio of million denominated long-term debt were maintained during

instruments. 1999. The oil-based options and swaps terminated at 31
The effects of these limitations on the estimates may beDecember, 1999. As a result of the incorporation of Saga

material. Petroleum's debt portfolio, Hydro increased its position in

long-term debt.

In the second half of 1999, Hydro entered into put options
to hedge anticipated oil transactions in 2000 against the risk
of declining oil prices. As a consequence of the activities
mentioned, Hydro increased its exposure to risks related to
interest rates and primarily the US dollar exchange rate
versus Norwegian kroner, thus leading to an increase in the
hypothetical losses in the fair value for the year ended 31
December, 1999. As discussed above, the hypothetical loss
does not include, among other things, certain positions
necessary to reflect the net market risk of the Group.
Therefore, Hydro's management cautions against relying on
the information presented.
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ITEM 10. - DIRECTORS AND OFFICERS OF THE REGISTRANT.

CORPORATE ASSEMBLY

In accordance with Norwegian law, the Company has established a Corporate Assembly with 21 members. The sharehol
elect 14 members with four deputy members at the annual general meeting of shareholders, and the Norwegian employe
the Group elect seven members, three observers and seven deputy members from among themselves. The Chairman an
Chairman of the Corporate Assembly are Mr. Sven Ullring and Mr. Svein Steen Thomassen, respectively.

Major investments and substantial changes related to the number or allocation of employees are subject to approval by tt
Corporate Assembly. The Corporate Assembly typically meets four or five times annually. Members of the Corporate
Assembly and Board of Directors are elected for a period of two years.

BOARD OF DIRECTORS

The overall control of policy and management of Hydro is vested in its Board of Directors. The Board of Directors consists
nine members nominated and elected by the Corporate Assembly and usually meets once a month. Six members are ele
by the shareholder representatives and three members by the employees' representatives in the Corporate Assembly.

Members of the Board of Directors as of 24 March, 2000, are: Initially
elected
Einar Kloster Chairman, Former President and CEO Philips Lighting B.V. 1991
Anne Cathrine Hgeg Rasmussen Partner, law firm Schjgdt AS 1988
Borger A. Lenth Partner, law firm Hjort DA 1990
Egil Myklebust President of the Group 1992
Gudmund Per Olsen Employee of Norsk Hydro 1999
Benedicte Berg Schilbred Man. Dir. of Odd Berg Group 1990
Odd Semstrgm Employee of Norsk Hydro 1997
Tom Wachtmeister Vice-Chairman, Atlas Copco AB 1994
Per Wold Employee of Norsk Hydro 1990
Senior Management as of 24 March, 2000, are: Year first
appointed
__as Officer
Eqil Myklebust President 1982
Thorleif Enger Executive Vice President 1996
Leiv Lea Nergaard Executive Vice President & Chief Financial Officer 1987
Eivind Reiten Executive Vice President 1988
Tore Torvund Executive Vice President 1990

No Director or Officer has any family relationship with any other Director or Officer.
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ITEM 12. - OPTIONS TO PURCHASE SECURITIES

FROM REGISTRANT OR SUBSIDIARIES.
ITEM 11. - COMPENSATION OF DIRECTORS AND

OFFICERS. Members of Hydro’s senior corporate management own the

following number of options:
For the year ended 31 December, 1999, the aggregate com-

pensation, calculated in accordance with the requirements of March 24, 2000
the United States Securities and Exchange Commission, of Options
all Directors and Officers as a group (13 persons), as listedg®i| Myklebust 10,000

Item 10, was NOK 14,892,000. For the year ended 31 Thorleif Enger 7.000
December, 1999, the President's salary and other benefits

inclusive of remuneration as member of the board was Nokelv L. Nergaard 7,000
3,429,000. In accordance with an established policy applyirigVind Reiten 7,000
to all Hydro employees, the president received an additionalore Torvund 7,000
payment of one month’s salary, amounting to NOK 250,00

in connection with his 25-year anniversary with the . ' .
stock options to corporate officers and to certain key

company.The Directors' fees amounted to an aggregate of _ . .
employees with a strike price of NOK 367.50 per share. The
NOK 1,315,000 in 1999. Remuneration paid to the members ploy W e pri P

options can be exercised in the period from 1 January, 2001

of the Corporate Assembly totalled NOK 391,500. .

P y to 31 December, 2002. The employee must retain 50 percent
In 1997, a bonus plan for the President was established. Ti% the shares acquired under the plan for at least one year
bonus, which starts at 10 percent of base salary when the after the exercise date. The options expire if the employee
average return on capital employed (ROCE) over a 2-year Voluntarily leaves the Company before exercising the options
period is 12 percent, increases on a linear basis. Due to th&nd are generally non-transferrable. All the shares underlying
level of net income in 1998, no bonus was paid in 1999 badbg option have been authorized.
on average ROCE for 1997 and 1998. In 1998 the bonus

verag . ) . 2 Including those individuals listed above, a total of 46
amounted to NOK 416,000 which was in addition to the ,
. , . .. members of management have been granted options under
President’s salary and other benefits stated above. A szlmllaw1 .
. the stock compensation plan to purchase a total of 165,000
bonus plan for the remaining four members of the corporattf\l
- . orsk Hydro shares.

Management Board, currently consisting of Thorleif Enger,
Leiv L. Nergaard, Eivind Reiten and Tore Torvund, was
established in 1998. No bonuses were paid in 1999 under this
plan. In 1998, bonuses paid totalled NOK 1,292,000.

The Company's employment contract with the President ITEM 13. - INTEREST OF MANAGEMENT IN
provides that, in the event that employment terminates, he CERTAIN TRANSACTIONS.

has the right to salary and the accrual of pension rights for a
. . o Loans to members of the Corporate Assembly, the Board of
three year period. The Company's obligation is reduced by

. . . Directors and the President totalled NOK 3,820,000, NOK
salary received or pension rights accrued from other sources.
3,500,000 and NOK 3,386,000 at 31 December, 1999, 1998
No amount was set aside or accrued by the Company or agnd 1997, respectively.
of its subsidiaries during the year ended 31 December, 1999,
to provide pension, retirement or similar benefits for non-
executive Directors. For all employees or past employees, PART Il
including the President and three members of the Board of
Directors nominated by the employees, the Group has pen-ITEM 15. - DEFAULTS UPON SENIOR SECURITIES.
sion plans which are organized as independent entities bas,ggne.
on actuarial principles. In addition, there are supplementary
unfunded pension plans for senior employees in Norway. See
Note 20 of‘Notes to the Consolidated Financial Stateménts.

Ci’n 1999, Hydro adopted a stock compensation plan granting
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ITEM 16. - CHANGES IN SECURITIES AND Certain decisions which have the effect of substantially alter-

CHANGES IN SECURITY FOR REGISTERED ing the rights and preferences of any share or class of shares

SECURITIES. require the approval of all shareholders, or of affected share-
holders, in which case the approval of at least two-thirds of
the votes cast at a shareholders’ meeting as well as two-thirds

* % % of the share capital represented at the meeting is also
required. There are currently no authorized or outstanding
preference shares.

None.

DESCRIPTION OF ORDINARY SHARES In order to vote at a general or extraordinary meeting of the
Company, shareholders must at least three days prior to the

meeting be registered as holders of the shares and notify the
VOTING RIGHTS Company of their intention to attend.

The beneficial owners of ADSs are only able to vote at meet-

The ordinary shares of the Company all have equal voting " Serne the: thdrawing their ordi
rights, and no voting rights are accorded to any other secy-"9s Py surendering their ADRs, withdrawing their ordinary

rity. Shareholders of the Company are entitled to attend inshares from the Depositary and registering their ownership of
person or by proxy, shareholders' meetings, and they haveSUCh ordinary shares directly in the Company's share register

one vote for each share held. The annual general meeting 81“_ the VPS System (descrlbeq below) at least three days
shareholders is required to be held within six months after RO to the date of such meeting.

end of the Company's fiscal year. Norwegian law does not

require the Company to send proxy forms to its shareholders.

Under Norwegian law, notice of shareholders' meetings muEHE VPS SYSTEM

be given at least two weeks in advance of the meeting, andriRe Norwegian Verdipapirsentralen (théPS Systert)
accordance with its Articles of Association, the Company  \hich came into operation in 1986, is a certificateless

must give notice by publication in certain Norwegian securities' registry system created by an act of the Norwegian
newspapers at least two weeks in advance of the annual  parliament dated 14 June, 1985. In general terms, the VPS
general meeting, as well as mailing a notice to each System is a computerized bookkeeping system operated by
shareholder with a known address. an independent institution in which the ownership of and all

Apart from the general meeting, extraordinary meetings of transactions related to Norwegian listed equity securities

shareholders may be held whenever considered necessar)ﬁ&'ﬁt be recorded. The Company's share re'glster.has *?ee”
the Board of Directors. An extraordinary meeting may also transferred to the VPS System, and according to its Articles

be convened for the consideration of specific matters at theOf Association the shares of the Company are registered in

request of the Company's auditor or by the shareholders the VPS system.

representing at least 5 percent of the share capital of the || ransactions related to securities registered with the VPS

Company. Any matter that may be raised at an annual  gystem are handled through computerized book entries. The
general meeting may also be raised at an extraordinary  \/ps System confirms each entry by sending a transcript to
meeting. the relevant shareholder. In order to effect such entries, the

(y”ldividual security holder must establish a securities account
to make pursuant to Norwegian law or to the Company's or accounts with one or more Norwegian accounting agents.

Articles of Association may be made by a simple majority OPlorweg|an banks, the Bank of Norway and authorized secu-

votes cast. However, any decision to amend the Company'gt'es brokers in Norway are allowed to act. as accounting
Articles of Association, including any increase in the agents. If the shareholder does not establish such an account,

Company's share capital, requires the approval of at least an accountmg agent will be app<_3|n'Fed on the shareholder's
two-thirds of the votes cast at a shareholders' meeting as V\%?Ihalf by the issuer of the security in question.

as two-thirds of the share capital represented at the meetingy,q entry of a transaction in the VPS System will normally

be decisive in determining the legal rights of parties claiming
an interest in the security.

As a general rule, decisions which shareholders are entitle
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The VPS System is strictly liable for any loss suffered as a ADDITIONAL ISSUANCES AND PREEMPTIVE
result of faulty registration or the amending or deletion of RIGHTS

rights in respect of registered securities except in the event of . . .
contributory negligence on the part of the aggrieved party. All issuances of ordinary shares by the Company, including
bonus issues (share dividends), require amendments to be

made to the Articles of Association and thus require the same
DIVIDENDS vote as amendments to the Articles of Association. Unless

the shareholders, by such vote, waive such right, upon any
Under Norwegian law, any plan to pay dividends must be increase in the amount of share capital outstanding, share-
proposed by the Board of Directors and approved by the holders of the Company and holders of founder and subscrip-
shareholders at a general meeting of shareholders. tion certificates (setControl of Registrari) are entitled to a
Dividends are distributed based on retained earnings. prefer.ential .right to subscribe to .the.new shares in proportion

to their holdings. Such preferential rights extend to shares not

Deductions must be made in the retained earnings for . . .
o . sgbscrlbed for by other shareholders having such rights.
capitalized costs for research and development, goodwill an

net deferred tax benefit that have been recorded inthe  Under Norwegian law, bonus issues (share dividends) of the
balance sheet. With respect to any license or entity in whickltompany's ordinary shares may be distributed, subject to

the Company has an investment valued using proportionatghareholder approval, from amounts (i) which could other-
consolidation or the equity method, the difference betweenwise be distributed as dividends, or (ii) which may be created
the Company’s share of the earnings of the license or entityy transferring funds from the Company's premium reserve
recognized and the dividend received from such license or or from retained earnings available for dividends. Such bonus
entity is allocated to the reserve for valuation variances. Thgsues (share dividends) may be effected either by issuing
reserve for valuation variances constitutes undistributable new ordinary shares of the Company's share capital or by

equity, and may not be distributed either as a dividend or agmgreasing the par value of the ordinary shares outstanding.
distribution in connection with a reduction in capital. The

dividend cannot exceed the amount proposed or consented to
by the Board of Directors. Norwegian law does not permit RIGHTS UPON WINDING-UP OR LIQUIDATION

the payment of dividends based on interim results of Any decision by a Norwegian company to wind-up or liqui-

operations. Once the annual fmanua! statements have bee&ate requires the approval of two-thirds of the votes cast by
approved at the annual general meeting of shareholders, its shareholders, as well as two-thirds of the share capital

d|v.|dends can.be proposed for shareholder approval to be represented at the meeting called to vote on the issue. In the
paid from retained earnings. event of a winding-up or liquidation, after payment of all lia-

In accordance with Norwegian law, the Company cannot bilities, the remaining assets of the Company, if any, would
distribute any dividend, if the equity, according to the be divided among the holders of ordinary shares according to

balance sheet, amounts to less than 10 percent of the balaHt& "espective number of ordinary shares held.

sheet total without following the procedure for a reduction of

the share capital. No dividend may be distributed, in any MISCELLANEOUS

circumstances, which exceeds an amount that is Compatib|Except in certain circumstances, no acquirer of ordinary

with prudent and sound business practice and with due  shares is entitled to any of the rights of a shareholder unless

consideration of any loss that may have been incurred, or and until he has registered the transfer in the Company's

expected to be incurred, after the balance sheet date. share registry on the VPS System. Under Norwegian law,
any acquisition of ordinary shares must be so registered

Dividends have usually been mailed by the Company to  within one month after such acquisition and any transfer of

shareholders approximately five to six weeks after they havgrdinary shares must be evidenced by a written confirmation

been approved at the annual general meeting of shareholdesseach party to the transfer.

The Company's Articles of Association were amended on 5
November, 1987 to provide that the Board of Directors may
refuse transfers of shares and may take other steps necessary
to prevent transfers being made in conflict with Norwegian
law.
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DESCRIPTION OF AMERICAN DEPOSITARY DIVIDENDS, OTHER DISTRIBUTIONS AND
RECEIPTS RIGHTS

The following is a summary of certain provisions of the The Depositary is required, to the extent that in its judgment
Amended and Restated Deposit Agreement‘{Efreposit it can convert Norwegian kroner on a reasonable basis into
Agreemerit), pursuant to which the ADRs are issued. The U.S. dollars and transfer the resulting U.S. dollars to the
Deposit Agreement is between the Company, the Depositakynited States, to convert all cash dividends and other cash
and the holders from time to time of ADRs. Such summary distributions which it receives in respect of the deposited
does not purport to be complete and is qualified in its entiretydinary shares into U.S. dollars and to distribute the

by reference to the Deposit Agreement. Copies of the Depasitounts thus received to the holders of ADRs in proportion
Agreement are available for inspection at the Depositary's to the number of ADSs representing such ordinary shares

Office of the Depositary in New York City and at the held by each of them. The amount distributed will be reduced
principal Oslo office of Den norske Bank (tféustodiari) by any amounts required to be withheld by the Company or
or any successor or additional custodian. the Depositary on account of taxes. Seaxatiori. If the
Depositary determines, in its judgment, that Norwegian
AMERICAN DEPOSITARY RECEIPTS kroner received by it cannot be so converted or transferred,

. ] ) ] the Depositary may distribute the Norwegian kroner or in its
ADRs evidencing ADSs are issuable by the Depositary pur-

) ! discretion hold it for the respective accounts of the ADR
suant to the Deposit Agreement. Each ADR evidences a holders entitled to receive the same.
specified number of ADSs, each of which will represent, as
of the date thereof, one ordinary share (or evidence of right a distribution by the Company consists of a dividend in, or
to receive one ordinary share) transferred to the Depositarydstribution of, ordinary shares, the Depositary may, with the
account in the Company's share registry on the VPS Syste@ompany's approval, and shall, if the Company shall so

An ADR may evidence any number of ADSs. request, distribute to the holders of outstanding ADRs, in
proportion to their holdings, additional ADRs for an aggre-

DEPOSIT AND WITHDRAWAL OF DEPOSITED gate number of ADSs representing the number of ordinary

SECURITIES shares received as such dividend or distribution. If addi-

) _ tional ADRs are not so distributed, each ADS shall thence-
The Depositary has agreed that, upon the transfer to its forth also represent the additional ordinary share or shares

account in the VPS SYStem of ordlnary s.hares, and subject fQ. iy ted upon the ordinary share or shares represented
the terms of the Deposit Agreement, it will execute and thereby

deliver at its Depositary's Office, which is presently located

at 30 West Broadway, New York, New York 10015, to the In the event that the Company shall offer or cause to be
person or persons specified by the depositor, an ADR or offered to the holders of ordinary shares any rights to

ADRs registered in the name of such person or persons forsubscribe for additional ordinary shares or any rights of any
the number of ADSs issuable in respect of such transfer orother nature, the Depositary will, after consultation with the
deposit. Company, have discretion as to the procedure to be followed

L . in making such rights available to the holders of ADRs or in
Upon surrender of ADRs at the Depositary's Office and Upo(ﬂsposing of such rights for the benefit of such holders and

payment of the charges provided in the Deposit Agreementmaking the net proceeds available in U.S. dollars to such
and subject to the terms thereof, an ADR holder is entitled H)olders provided that the Depositary will

have the ordinary shares relating to the surrendered ADRs
transferred to an account in the name of the ADR holder in
the VPS System and to the delivery, at the Depositary's
Office or at the office of the Custodian, of any other docu-

if requested by the
Company, either (a) make such rights available to holders of
ADRs by means of warrants or otherwise, if lawful and
feasible, or (b) if making such rights available is not lawful

i i or not feasible, or if the rights represented by such warrants
ments of title at the_tlme represented by _the surrendereq or other instruments are not exercised and appear to be about
ADRs. The forwarding of documents of title for such deliv- to lapse, sell such rights or warrants or other instruments at

gry at the Depositary's Office in New York City will be at th%ublic or private sale, at such place or places and upon such
risk and expense of the ADR holder. terms as the Depositary may deem proper, and allocate the
proceeds of such sales for the account of the holders of

ADRs otherwise entitled thereto upon an averaged or other
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practicable basis without regard to any distinctions among AMENDMENT AND TERMINATION OF THE
such holders because of exchange restrictions, or the date DEPOSIT AGREEMENT

delivery of any ADR or ADRs, or otherwise. )
The form of the ADRs and the Deposit Agreement may at

RECORD DATES any time be amended by agreement betyveeh the Company
and the Depositary. Any amendment which imposes or

Whenever any cash dividend or other cash distribution, if increases any fees or charges (other than stock transfer or

any, shall become payable or any distribution other than ca8iier taxes and other governmental charges, transfer or

shall be made, or whenever rights shall be issued, with registration fees, cable, telex or facsimile transmission costs,

. .. delivery costs, and expenses of the Depositary in connection
respect to the ordinary shares, or whenever the Depositary . . . :
i ) i i with conversion of any currency into US dollars,) or which
shall receive notice of any meeting of holders of ordinary

] ’ otherwise prejudices any substantial existing right of ADR
shares, the Depositary will fix a record date for the deter- holders, will not take effect as to outstanding ADRs until the
mination of the holders of ADRs who will be entitled to

. o st _ expiration of three months after notice of such amendment
receive such dividend, distribution or rights, or the net has been given to the record holders of outstand-ing ADRs.
proceeds of the sale thereof, or to give instructions for the Every holder of an ADR at the time such amend-ment so
exercise of voting rights at any such meeting, subject to thebecomes effective, if such holder has been given such notice,

provisions of the Deposit Agreement. will be deemed by continuing to hold such ADR to consent
and agree to such amendment and to bound by the Deposit

VOTING OF THE UNDERLYING ORDINARY Agreement or the ADRs as amended thereby. In no event

SHARES may any amendment impair the rights of any ADR holder to

surrender his ADR and receive therefore the ordinary shares
Upon receipt of notice of any meeting of holders of ordinaryand other property represented thereby.

shares, the Depositary has agreed that, as soon as practicable ) )
thereafter, it will mail a notice containing a summary of the Whenever so directed by the Company, the Depositary has

information as is contained in such notice of meeting to theagreed 0 ter'mm'ate the Deposit Agreement by mailing notice
record holders of ADRs. However, any holder of an ADR of such termination to the record holders of all ADRs then

who wishes to vote at a meeting of shareholders must With_outstandmg atleast 60 days prior to the date fixed in such

draw the underlying ordinary shares from the Depositary arﬂ]onc_e for such term|'nat|on. The Deposna.ry may likewise
register such shares in the VPS system in the name of the terminate the Deposit Agreement at any time 60 days after

beneficial holder thereof. SéBescription of Ordinary thg Depos_|tary shal! have delivered to the Company anotice
Shares - Voting Rightgor a discussion of the requirement of its election to .re5|gn and a succes.sor deppsﬂary shall not'
under current Norwegian law that only beneficial owners thave been appointed and accepted its appointment as provid-

ADSs who are also the record holders of ADSs may vote. ?d in the Deposit Agreerr.]ent_. If any ADRs remam outstand-
ing after the date of termination, the Depositary thereafter

will discontinue the registration of transfer of ADRs, will
suspend the distribution of dividends to the holders thereof
REPORTS AND NOTICES and will not give any further notices or perform any further
acts under the Deposit Agreement, except the collection of
The Depositary will make available for inspection by ADR dividends and other distributions pertaining to the ordinary
holders at its Depositary's Office any reports and communishares and any other property, the sale of rights as provided
cations received from the Company which are both (a) in the Deposit Agreement, the delivery of ordinary shares and
received by the Depositary as the holder of the ordinary  other property represented by ADRs and the delivery of
shares and (b) made generally available to the holders of spabceeds of the sale of any rights or other property, in
ordinary shares by the Company. The Depositary will also exchange for surrendered ADRs. At any time after the expi-
mail or, when requested by the Company, otherwise make ration of two years from the date of termination, the
available to ADR holders, copies of such reports and Depositary may sell the ordinary shares and any other prop-
communications as provided in the Deposit Agreement.  erty and hold the net proceeds, together with any cash then
held, without liability for interest, for the pro rata benefit of
the holders of ADRs which have not theretofore been surren-
dered.
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CHARGES OF DEPOSITARY burse it for any tax or other governmental charge and any
stock transfer or registration fee with respect thereto and pay-

Th? Depositary will char_ge the party to whom ADRs are  ment of any applicable fees payable by the holders of ADRs.
delivered against deposits, and the party surrendering ADRgy, o Depositary may refuse to deliver ADRs, register the

for delivery of ordinary shares or other deposited securitiesyyansfer of any ADR or make any distribution of, or related
property and cash, $5.00 for each 100 ADRs (orfraction 1 ordinary shares until it or the Custodian has received such
thereof) represented by the ADRs issued or surrgndered. TIEII%Of of citizenship, residence, exchange control approval,
Company will pay all other char-ges of the Depositary _and legal or beneficial ownership or other information as it may
those of any registrar or co-registrar under the Deposit deem necessary or proper or as the Company may require by
Agreemeﬁt, except for taxes and other ggvernmental Charg\‘ﬁ/ﬁtten request to the Depositary. The delivery, transfer and
any applicable share transfer or registration fees on deposit§;rrender of ADRs generally may be suspended during any
or vx_nthdrawalfs O_f ordinary s_hares, certain cable, telex, fac- heriod when the transfer books of the Depositary are closed,
simile transmission and delivery charges and such expenses it any such action is deemed necessary or advisable by the
as are incurred by the Depositary in the conversion of forei@ﬂapositary or the Company at any time or from time to time.
currency into US dollars. Th_e Co.mpany W'"_ pay _""" Ch""fg_e_sThe transfer books of the Depositary shall at all reasonable
and expenses of the Depositary in connection with the initig| e pe open for inspection by the holders of ADRs and the
issuance of ADRs payable as a dividend or distribution to - company; provided that such inspection shall not be for the
shareholders and in connection with any rights offering to purpose of communicating with holders of ADRs in the
shareholders. The charges and expenses of the Custodian;gfgrest of a business or object other than the business of the
for the sole account of the Depositary. Company or a matter related to the Deposit Agreement or the

ADRs.
GENERAL

The Depositary, upon the request or with the approval of the
Neither the Depositary nor the Company will be liable to tthompany, may appoint one or more cotransfer agents for the
holders of ADRs if prevented or delayed by law, govern-  1hose of effecting transfers, combinations and split-ups of
mental authority, any provision of the Company's Articles ofzApRg at designated transfer offices on behalf of the
Association or any circumstances beyond its control in Per-pepositary. In carrying out its functions, a co-transfer agent
forming their obligations under the Deposit Agreement. Themay require evidence of authority and compliance with
obligations of the Company and the Depositary under the 55 jicaple laws and other requirements by holders of ADRs
Deposit Agreement are expressly limited to performing in - o hersons entitled thereto and will be entitled to protection
good faith their respective duties specified therein. and indemnity to the same extent as the Depositary.

If any ADSs are listed on one or more stock exchanges the
Depositary will act as registrar or, with the approval of the
Company, appoint a registrar or one or more co-registrars,
for registry of the ADRs evidencing such ADSs in accor-
dance with any requirements of such exchanges. Such regis-
trars or co-registrars may be removed and a substitute or
substitutes appointed by the Depositary upon the request or
with the approval of the Company.

The ADRs are transferable on the books of the Depositary;
provided, however, that the Depositary may close the transfer
books at any time or from time to time, when deemed expe-
dient by it in connection with the performance of its duties or
at the request of the Company. As a condition precedent to
the execution and delivery, registration of transfer, split-up,
combination or surrender of any ADR or transfer and with-
drawal of ordinary shares, the Depositary or the Custodian
may require payment from the presenter of the ADR or the
depositor of the ordinary shares of a sum sufficient to reim-
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PART IV

ITEM 18. - FINANCIAL STATEMENTS.

See pages F-1 to F-26.
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and shareholders of Norsk Hydro ASA
Oslo, Norway

We have audited the consolidated balance sheets of Norsk Hydro ASA and its subsidiaries as of 31 December, 1999 and 1998,
and the related consolidated statements of income, of comprehensive income, and of cash flows for each of the three years in
the period ended 31 December, 1999. Our audits also included the schedule to the consolidated financial statements listed in
the Index at Item 19(a). As described in Note 1 to the consolidated financial statements, these financial statements and
financial statement schedule have been prepared on the basis of accounting principles generally accepted in the United States.
These financial statements and financial statement schedule are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial positién of Nors
Hydro ASA and its subsidiaries as of 31 December, 1999 and 1998, and the results of their operations and their cash flows for
each of the three years in the period ended 31 December, 1999, in conformity with accounting principles generally accepted in
the United States. Also, in our opinion, the financial statement schedule, when considered in relation to the basic donsolidate
financial statements taken as a whole, presents fairly in all material respects the information set forth therein.

DELOITTE & TOUCHE AS

Oslo, Norway
22 March, 2000
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Norsk Hydro ASA and subsidiaries

US GAAP

CONSOLIDATED INCOME STATEMENTS

Year ended 31 December,

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

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

The accompanying notes are an integral part of the consolidated financial statements.
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Norsk Hydro ASA and subsidiaries

US GAAP

CONSOLIDATED BALANCE SHEETS

31 December,

31 December,

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

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

The accompanying notes are an integral part of the consolidated financial statements.
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Norsk Hydro ASA and subsidiaries
US GAAP

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended 31 December,

Amounts in NOK million Notes 1999 1998 1997
Operating activities:
Net income 3,416 3,754 5,205
Adjustments to reconcile net income to net cash

provided by operating activities:
Depreciation, depletion and amortization 5 10,494 7,508 6,826
Restructuring costs 6 632 - -
Equity in net income of non-consolidated investees 14 (339) (410) (402)
Dividends received from non-consolidated investees 14 550 330 646
Cumulative effect of accounting changes 1 30 - -
Deferred taxes 10 784 600 975
Gain on sale of non-current assets (1,282) (1,017) (59)
Loss on foreign currency transactions 8 304 361 275
Net sales (purchases) of trading securities 374 298 (163)
Other 28 42 477)
Working capital changes that provided (used) cash:

Receivables (2,823) (1,007) (887)

Inventories (948) (346) (626)

Prepaid expenses and other current assets (3,374) (291) (725)

Other current liabilities 6,898 (1,322) (202)
Net cash provided by operating activities 14,744 8,500 10,386
Investing activities:
Purchases of property, plant and equipment (13,029) (12,321) (10,623)
Acquisition of Saga Petroleum ASA 2 719 - -
Purchases of other long-term investments (907) (1,550) (1,349)
Net sales (purchases) of short-term investments 32 (16) 443
Proceeds from sales of property, plant and equipment 1,956 274 218
Proceeds from sales of other long-term investments 2,863 2,001 494
Net cash used in investing activities (8,366) (11,612) (10,817)
Financing activities:
Loan proceeds 21,707 7,614 2,583
Principal repayments (19,626) (3,579) (1,731)
Ordinary shares purchased 3 (1,599) - -
Ordinary shares issued 3 - -
Dividends paid 3 (1,718) (1,718) (1,604)
Net cash provided by (used in) financing activities (1,233) 2,317 (752)
Foreign currency effects on cash flows 354 293 83
Net increase (decrease) in cash and cash equivalents 5,499 (502) (1,100)
Cash and cash equivalents at beginning of year 1,936 2,438 3,538
Cash and cash equivalents at end of year 7,435 1,936 2,438
Cash disbursements were made for:
Interest (net of amount capitalized) 887 929 939
Income taxes 1,868 3,314 4,426

The accompanying notes are an integral part of the consolidated financial statements.
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

1. SUMMARY OF SIGNIFICANT Investments

ACCOUNTING POLICIES Investments include Hydro's portfolio of long-term

marketable equity securities in which there is less than 20

The consolidated financial statements of Norsk Hydro ASA percent ownership. The portfolio is considered available-for-
and its subsidiaries (Hydro) are prepared in accordance witlsale securities and is valued at fair value (market). The
United States generally accepted accounting principles resulting unrealized holding gains and losses, net of
(US GAAP). Preparation of the financial statements requirespplicable taxes, are credited or charged to Other
management to make estimates and assumptions that affeatomprehensive income and accordingly do not affect net
the reported amounts of assets, liabilities, revenues and  income. Investment income is recorded when earned.
expenses as well as disclosures of contingencies. Actual

results may ultimately differ from estimates. Property, Plant and Equipment

Property, plant and equipment is carried at historical cost
Consolidation less accumulated depreciation, depletion and amortization.
The consolidated financial statements include Norsk When it is probable that the carrying amount of an asset will

Hydro ASA and subsidiary companies owned directly or ~ not be recoverable, a write-down (impairment) to fair value

indirectly more than 50 percent. Interests in oil and gas is recorded based upon the criteria in Statement of Financial

licenses are accounted for by the proportionate consolidatioAccounting Standards (SFAS) No. 121.

method. All material intercompany transactions and balancesPeriodic maintenance and repairs applicable to production

have been eliminated. facilities are accounted for on an accrual basis. Normal
Investments in companies (non-consolidated investees) inmaintenance and repairs for all other properties are expensed

which Hydro has a substantial ownership interest of 20 to as incurred. Major replacements and renewals that materially

50 percent of voting shares and exercises significant extend the life of properties are capitalized and any assets
influence are accounted for using the equity method. replaced are retired.
Foreign Currency Translation Capitalized Interest Interest is capitalized as part of the

Translation gains or losses from entities using local currenchistorical cost of major assets constructed.

as the functional currency, and the effects of exchange rate

changes on transactions designated as hedges of net foreigreased Assets Capital leases, which provide Hydro with

investments, are included in Other comprehensive income. substantially all the rights and obligations of ownership, are
classified as assets under property, plant and equipment and

Revenue Recognition as liabilities under long-term debt valued at the present value

Revenue from sales of products is recognized at the time of minimum lease payments. The asset is subsequently

products are shipped to the customer. Revenues from the depreciated and the liability is reduced for lease payments

production of oil and gas are recognized on the basis of theless the effective interest expense.

company’s net working interest, regardless of whether the

production is sold (entitlement method). Environmental Expenditures Environmental expenditures
which increase the life, capacity, or result in improved safety
Cash and Cash Equivalents or efficiency of a facility are capitalized. Expenditures that

Cash and cash equivalents include cash, bank deposits andelate to an existing condition caused by past operations are

all other monetary instruments with a maturity of less than expensed. Liabilities are recorded when environmental

three months at the date of purchase. assessments or clean-ups are probable and the cost can be
reasonably estimated.

Other Liquid Assets

Other liquid assets include bank deposits and all other Exploration and Development Costs of Oil and Gas Reserves

monetary instruments with a maturity between three and  Hydro follows the "successful efforts" method of accounting

twelve months at the date of purchase and Hydro's current for oil and gas exploration and development costs.

portfolio of marketable equity and debt securities. The Exploratory costs, excluding the costs of exploratory wells,

portfolio of securities are considered trading securities and are charged to expense as incurred. Drilling costs for

are valued at fair value (market). The resulting unrealized exploratory wells are capitalized pending the determination

holding gains and losses are included in financial income  of whether the wells found proved reserves. If such reserves

and expense. Investment income is recorded when earned.are not found, the drilling costs are charged to operating
expense. All development costs for wells, platforms,

Inventories equipment and related interest are capitalized. Preproduction

Inventories are valued at the lower of cost, using the first-incosts are expensed as incurred.

first-out method (FIFO), or net realizable value. Cost

includes direct materials, direct labor and the appropriate

portion of production overhead or the price to purchase

inventory.
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

Depreciation, Depletion and Amortization Depreciation is financial instruments are normally marked to their market
computed using the straight line method with the following value with the resulting gain or loss reflected in net financial
rates: expense because instruments do not meet the criteria for
Machinery and equipment 8 — 25 percent deferral accounting. See Note 25 for the balance sheet
Buildings 2 — 5 percent classification of these instruments.
Other 10 - 20 percent

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

expense relating to swaps are netted and recognized as
Intangible Assets income or expense over the life of the contract. Foreign
Intangibles and deferred charges with a defined and currency swaps are translated into Norwegian kroner at
measurable relationship to future revenues, such as goodwitipplicable exchange rates on the balance sheet date with the
in subsidiaries and patents, are capitalized. Goodwill and resulting unrealized exchange gain or loss recorded under
intangibles are amortized on a straightline basis over the financial income and expense.
lesser of their benefit period or 10 years.

Swaption contractsare marked to their market value at each
Oil and Gas Royalty balance sheet date with the resulting unrealized gain or loss
Oil and gas revenue is recorded net of royalties payable. reflected in net financial income (expense).

Research and Development Hydro is exposed to credit losses if the counterparties to
Research and development costs are expensed when derivative financial instruments fail to perform for those
incurred. instruments with positive fair value. See Note 25. Hydro
limits this credit risk by dealing with various international
Other Income (Expense), net banks with established limits for transactions with each

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

operations are classified as other income and expense. instruments that require daily cash settlements for changes in
value. At the settlement date, cash effects are included in the

Foreign Currency Transactions Statements of Cash Flows under operating activities.

Realized and unrealized gains or losses on monetary assets

or liabilities denominated in a currency other than the Derivative Commodity Instruments

functional currency are included in net income. Hydro uses commodity futures, forwards, options and swaps
primarily to manage exposures to movements in commodity

Income Taxes prices and only to a limited degree engages in speculative

Deferred income tax expense is calculated using the liabilitytrading. Except as discussed below, instruments do not meet

method in accordance with SFAS No. 109. Under this criteria for deferral accounting and are marked to market and

method, deferred tax assets and liabilities are measured included in prepaid expenses and other current assets or

based upon temporary differences, which are differences Other current liabilities. The resulting gain or loss is

between the carrying values of assets and liabilities for reflected in operating income.

financial reporting and their tax basis. Deferred income tax Deferral accounting is applied to derivative instruments,

expense is the change during the year in the deferred tax London Metal Exchange (LME) futures and some oil

assets and liabilities. Effects of changes in tax laws and taxcontracts in a hedging strategy when: a reduction of

rates are recognized at the date the tax law changes. Hydroenterprise risk has been demonstrated, instruments are

recognizes the effect of uplift, a special deduction for matched and designated as hedges to underlying hedged

petroleum surtax in Norway, at the investment date. Deferrdtems (rather than being evaluated on a portfolio basis) and

taxes are not provided on undistributed earnings of most  there is a direct correlation between gains and losses on the

subsidiaries, as such earnings are deemed to be indefinitelynstrument and the hedged item. Deferred gains and losses

reinvested. are recorded to operating revenue or cost, as appropriate, in

the same period as the hedged item.

Derivative Financial Instruments

Hydro has activities in derivative financial instruments Hydro is to some extent exposed to credit risk for counter-

which represent an integral part of the management of parties to derivative commodity instruments. However, the

Hydro's total foreign currency and interest rate exposure. risk is significantly reduced because most instruments are
Hydro does not normally hold derivative financial settled through commodity exchanges. Hydro limits credit

instruments for speculative or trading purposes. Derivative risks for other counterparties with policies for credit ratings
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

and limits for each party. operating costs by NOK 1,553 million in 1997.
Certain derivative commodity instruments require daily

cash settlements (principally LME futures and options, and

oil futures). LME options also involve an initial receiptor 2. BUSINESS COMBINATIONS AND

payment of a premium and give rise to delivery of an agreed DISPOSITIONS

amount of cash if the option is exercised. Most other

instruments have a cash effect at settlement date. These caShbsequent to and during the three years ended 31

effects are included in the Statements of Cash Flows underDecember, 1999, Hydro entered into the following

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

Stock-based Compensation accounting unless otherwise stated below.

Hydro uses the intrinsic value method prescribed by the

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

account for stock-based compensation. Under this method, Corporation, a leading aluminum extruder in the United
compensation expense is recorded in the income statementSfates of America. The purchase price was NOK 1,352
the market price of the Company’s shares exceed the strikemillion, including debt assumed of NOK 870 million.
price of option grants to employees at the date of the grant.

The intrinsic value of the award is amortized over the period2000 DispositionsHydro has accepted an offer to sell its

from the date of the grant until the options become presently owned 38.1 percent ownership interest in Dyno
exercisable. ASA at NOK 206 per share which gives a total price of NOK

2,009 million. The offer is pending certain conditions to be
Reissuance of treasury stock to employees met including government approvals.

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

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

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

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

Employee Retirement Plans

Pension costs are calculated in accordance with Statement D899 Acquisitions Hydro and Den norske stats oljeselskap

Financial Accounting Standards No. 87. a.s (Statoil) jointly acquired all the outstanding ordinary
shares in Saga Petroleum ASA (Saga), an independent oil
Accounting Changes and gas exploration and production company. The

Hydro has in 1999 implemented SOP (Statement of Positiortponsideration offered for the Saga ordinary shares (other
98-5 from the AICPA (American Institute of Certified Public than those shares held by U.S. Persons, as defined in
Accountants) requiring all start-up costs to be expensed as Regulation S under the Securities Act of 1933) consisted of
incurred. Previously capitalized costs have been expensed ane Hydro share for each three Saga shares with an

1999. In 1998, Hydro adopted several Financial Accountingadditional cash payment in NOK in an amount which
Standard Board (FASB) statements. Statement of Financialensured that the aggregate consideration per Saga share had

Accounting Standards (SFAS) No. 130, “Reporting a value of NOK 135. U.S. Persons were subsequently offered
Comprehensive Income,” requires the components of a cash payment of NOK 135 per share.
comprehensive income to be disclosed in the financial All of Saga’s outstanding ordinary shares were acquired,

statements. SFAS No. 131, “Disclosures about Segments ofepresenting a total value of NOK 20.2 billion. An

an Enterprise and Related Information,” requires certain  agreement between Hydro and Statoil required the transfer of
information to be reported about operating segments on a Saga’s interests in certain oil and gas production licenses
basis consistent with the internal organizational structure. with a total market value of NOK 8.4 billion. The transfer to
SFAS No. 132, “Employers’ Disclosures about Pensions an&tatoil was made with effect from 1 July, 1999. The

Other Postretirement Benefits,” revises the disclosures for consideration received from Statoil, in exchange for such

pensions and other postretirement benefits. interests, consisted of Statoil's shares in Saga and a cash
payment of NOK 4,361 million, which was received by
Reclassifications Hydro in December 1999.

Certain amounts in previously issued consolidated financial Hydro’s acquisition of the ordinary shares of Saga, which
statements have been reclassified to conform with the 1999amounted to NOK 16.3 billion, was effected by the issuance
presentation. of 37.5 million ordinary shares and a cash payment of NOK

Starting 1998, operating revenues and operating costs 4,629 million. Upon consolidation of Saga, which was
related to some of Hydro’s aluminium remelt activity are  effected from 1 July, 1999, the assets and liabilities of Saga
presented gross in the income statement. In prior years, suatere recorded at their fair value. The portion of the
revenues and costs were presented net and included in  acquisition cost of Saga that has been allocated to Saga’s oil
operating revenues. Prior years’ amounts have been and gas production licenses and certain pipelines was NOK
reclassified. The change increases operating revenues and12.6 billion.
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

Amounts in NOK million 1997 Acquisitions Hydro acquired the following significant
Total value of Saga shares 16,246 subsidiaries or ownership interests for an aggregate purchase
Costs and transaction fees 52 price of NOK 909 million:
Hydro’s purchase price 16,298

Company Location Business
Allocation of purchase price Ellay Enfield Ltd. United Aluminium
External cash and cash equivalents 1,039 Kingdom extrusion
Other current assets 7,337 Acro Brazil Aluminium
Property, plant and equipment 38,503 extrusion
Other non-current assets 451 Remaining 60% of Norway Automotive
Short-term debt (3,322) Raufoss Automotive AS structures
Long-term debt (15,769) activities
Other long-term liabilities (11,941) M-Plast OY Finland Petrochemicals
Fair value of net assets of Saga as of 1 July, 1999
after elimination of assets acquired by Statoil 16,298 Hydro increased its ownership interests in Frgya Holding a.s

(fish farming) from 90 percent to 100 percent.
The excess value could be adjusted when a final decision is
taken by the Norwegian authorities regarding Saga’s tax 1997 DispositionsAs part of a sales transaction, Hydro

position. reduced its ownership interest in Norwegian hydro-electric
power plants at Skafsa from 51.67 percent to 33 percent and
1999 Dispositions Hydro disposed of the following its share of electricity production from 82.92 percent to 33

significant subsidiaries or ownership interests for aggregatepercent. Total proceeds from the sale was NOK 80 million,
proceeds of NOK 2.4 billion, resulting in a pretax gain of  consisting of a 33 percent ownership interest in two new

NOK 1,408 million: power plants valued at NOK 52 million and cash
compensation for the remainder. The sale resulted in a pretax
Company Location Business gain of NOK 78 million.
Mabo AS activities Norway Petrochemicals
Hydro Coatings United Kingdom Petrochemicals Pro Forma Information (Unaudited)
Pronova Biopolymer a.s Norway Alginates The following unaudited pro forma information has been
activities prepared assuming Saga was acquired as of the beginning of

each period presented.
Hydro and Granges AB (now Sapa AB) merged their

respective autoplastics activities and formed Granges Amounts in NOK million 31.12.99 31.12.98
Autoplastics AB (now Autoplastics AB). The transaction  Assets 169,733 165,025
was accounted for as a non-monetary exchange, in which
Hydro exchanged shares in subsidiaries for a 40 percent Year 1999  Year 1998
ownership in the new company. The transaction was Operating revenues 104,864 101,972
recorded at fair value and resulted in a pretax loss of NOK Operating income 6,880 1,573
58 million. See Note 14. Net income 2,330 813
In March 2000, Hydro entered into an agreement to sell Earnings per share 8.80 3.10

the shares in Autoplastics back to Granges. The sale will

result in a gain of approximately the same size as the loss This pro forma information has been prepared for

recorded in 1999. comparative purposes only and does not purport to be
indicative of what would have occurred had the transaction

1998 Acquisitions Hydro increased its ownership interest in occurred on the date described above. The effect of the

Meridian Technologies Inc. from 27 percent to 49 percent remaining acquistions and dispositions for 1999 and 1998 on

for an aggregate purchase price of NOK 460 million. See the unaudited pro forma information is not material.

Note 14.
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

3. CONSOLIDATED SHAREHOLDERS' EQUITY

Amounts in NOK million Ordinary Shares issued Additional ~ Total Total Treasury Stock  Accumulated Total

except number of shares Norsk Hydro ASA paid-in  paid-in Retained Norsk Hydro ASA other compre- shareholders’

in thousands Number Amount  capital capital earnings Number Amount hensive income equity
Balance, 31 December, 1996 229,073 4,581 4,203 8,784 32,428 - - 335 41,547
Net income 1997 5,205 5,205
Dividend declared and paid (NOK 7.00 per share) (1,604) (1,604)
Net unrealized gain on securities 212 212
Foreign currency translation 357 357
Balance, 31 December, 1997 229,073 4581 4,203 8,784 36,029 - - 904 45,717
Net income 1998 3,754 3,754
Dividend declared and paid (NOK 7.50 per share) (1,718) (1,718)
Net unrealized loss on securities (851) (851)
Minimum pension liability (27) (27)
Foreign currency translation 1,416 1,416
Balance, 31 December, 1998 229,073 4581 4,203 8,784 38,065 - - 1,442 48,291
Net income 1999 3,416 3,416
Dividend declared and paid (NOK 7.50 per share) (1,718) (1,718)
Common shares issued in Saga acquisition 37,524 751 10,852 11,603 11,603

Net unrealized gain on securities 2 2
Minimum pension liability (8) (8)
Foreign currency translation (523) (523)
Purchase of treasury stock (5,000) (1,599) (1,599)
Treasury stock reissued to employees (2) 109 35 33
Balance, 31 December, 1999 266,597 5,332 15,055 20,387 39,761 (4,891) (1,564) 913 59,497

Components of Accumulated Other Comprehensive Income and Related Tax Effects:

31 December,

1999 1998 1997

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

Norsk Hydro ASA had authorized, issued and outstanding 229,072,674 ordinary shares having a par value of NOK 20 peresheaesfor th
ended 31 December, 1998, and 1997. For the year ended 31 December, 1999, 266,596,650 ordinary shares were issued and authorize
having a par value of NOK 20 per share, of which 4,891,088 shares were treasury stock resulting in 261,705,562 outstemging ordi
shares. In 1999, Hydro acquired 5,000,000 of the company's own shares for a market price of NOK 1,599 million. The shase vepsirc
authorized at the Annual General Meeting. The shares may be used as consideration in connection with commercial trasBactions or
schemes for the employees and employee representatives. In December 1999, Hydro sold 108,912 shares of its treasuplasteek to em
for a price of NOK 33 million. The weighted average number of outstanding shares for the year ended 31 December, 19985)2&0247,0
As a result of the Saga acquisition, the Kingdom of Norway’s ownership interest in Norsk Hydro ASA reduced from 51 p&@&ent to 4
percent in 1999. The share capital and paid-in premium of Norsk Hydro ASA constitute the nondistributable portion of se@elioide

and are not available for dividend purposes. Included in the retained earnings for the group are restricted reservesubkimbaain
companies amounting NOK 17,689 million that are not available for dividend purposes.
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

4. STOCK OPTION PLAN Pro Forma Information (Unaudited)
Statement of Financial Accounting Standards (SFAS) No. 123
Stock-based Compensation requires disclosure of certain pro forma information based on the

In 1999, Hydro adopted a stock compensation plan granting stock estimated fair value of the options granted if the intrinsic value
options to corporate officers and to certain key employees. The method is used to measure compensation expense. See Note 1.
options can be exercised in the period from 1 January, 2001 to 31Under the fair value method defined by SFAS No. 123,

December, 2002. The employee must retain 50 percent of the shaoesnpensation expense is measured by using estimated fair value of
acquired under the plan for at least one year after the exercise datthe options at the date of the grant. For the pro forma disclosure, the
The options expire if the employee voluntarily leaves the companyestimated fair value is amortized from the date of the grant until the
before exercising the options and are generally non-transferable. options become exercisable. The following unaudited pro forma

All the shares authorized have been granted. information is presented as if the fair value method of accounting
Farvaue  for stock-based compensation had been used:

Options outstanding Number of ~ Strike price  per share

shares (in NOK) (in NOK) — - -
January 1, 1999 i N : In NOK millions, except for earnings per share (unaudited) 1999
Grants (December 13) 165,000 367.50 42 pro forma net income 3416
Exercised - - - Pro forma earnings per share 13.80
Cancelled - - - ] ]
December 31, 1999 165,000 36750 42 Hydro used a valuation model based on the Black-Scholes option-

pricing model. The assumptions used in the model are: expected
life of 2 years, expected volatility of 31 percent, and a risk-free
December 31, 1999 - - - interest of 5.9 pecent and a dividend yield of about 2.5 percent.

Options exercisable:

5. INDUSTRY AND GEOGRAPHIC SEGMENT INFORMATION

Hydro’s operating segments are managed separately because each operating segment represents a strategic business unit tha
offers different products and serves different markets. Operating segments are components of a business about which separate
financial information is available, and which are evaluated regularly by the chief operating decision maker with regard to
performance and to the allocation of resources. Hydro's chief operating decision-making group is the Corporate Management
Board. Generally, financial information is required to be disclosed on the basis that is used internally and enables &m investo
see the company through the eyes of management.

Hydro has nine reportable industry segments. The reportable segments are, with the exception of Petrochemicals, included in
one of three core areas of Hydro, which are Hydro Oil and Energy, Hydro Light Metals and Hydro Agri. In 1999, Hydro began
presenting its reportable segment information on a basis that provides sub-totaled information for each core area. Prior year
amounts have been reclassified to conform to current year presertfina.Oil and Energy consists of Exploration and
Production, Refining and Marketing and Energy. Exploration and Production is responsible for Hydro's oil and gas exploration,
field development and operation of production and transportation facilities. Refining and Marketing trades crude oilagatural g
liquids (NGL) and refined oil products and is engaged in refining, marketing and distribution of gasoline and other il product
Energy produces and sells electricity generated at hydro-electric power stations in Norway, primarily for use in Hydro's own
production facilities. Energy also handles trading activities in the Swedish and UK mésldrsLight Metals consists of
Aluminium Metal Products, Aluminium Extrusion and Other Light Metals. Aluminium Metal Products' activities include the
production of primary aluminium in Norway, remelting of metal, and the international trading of alumina, aluminium and
aluminium products. Aluminium Extrusion is involved in the manufacture and sale of extruded aluminium products. Other Light
Metals consist of Aluminium Rolled Products, Automotive Structures and Magndsyam Agri consists of Plant Nutrition,

Gas and Chemicals and A/S Korn og Foderstof Kompagniet. Plant Nutrition’s main activities are the production and sale of
ammonia and fertilizer products, including nitrate fertilizer, complex fertilizer and urea. Most of the production is umdertake
Europe while trading is done worldwide. Plant Nutrition segment is a result of a merger between the two segments Hydro Agri
Europe and Hydro Agri International. Gas and Chemicals markets numerous products which mainly have their origin in Hydro's
ammonia and fertilizer production. A/S Korn og Foderstof Kompagniet is primarily engaged in the production and sale of animal
and fish feed, as well as the trading of grain, feedstuffs, fertilizers and other agricultural related pRettmtsemicalsis a

producer of the plastic raw material polyvinyl chloride (PVC) in Scandinavia and in the UK.

Industry Segment Information

Hydro evaluates performance based on stand-alone segment operating income, and generally accounts for intersegment sales
transfers as if the sales or transfers were to third parties, that is, at current market prices. Corporate includeseactiagties
incidental to Hydro's operations and unallocated revenues, expenses, liabilities and assets. Revenues and expenses not allocat
to industry segments and geographic segments principally include interest income and expense, realized and unrealized foreigr
exchange gains and losses and the net effect of the overfunding of certain pension schemes. The accounting policies of the
operating segments are the same as those described in the summary of significant accounting policies. See Note 1.
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Norsk Hydro ASA and subsidiaries
Notes to the consolidated financial statements

External revenues

Internal revenues

Total operating revenues

Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997

Exploration and Production 6,996 3,612 3,549 10,410 7,025 9,602 17,406 10,637 13,151
Refining and Marketing 15,185 10,609 14,072 531 492 512 15,716 11,101 14,584
Energy 1,328 1,372 1,739 1,973 1,696 1,541 3,301 3,068 3,280
Eliminations - - - (10,331) (6,940) (9,533) (10,331) (6,940) (9,533)
Hydro Oil and Energy 23,509 15,593 19,360 2,583 2,273 2,122 26,092 17,866 21,482
Aluminium Metal Products 12,072 12,375 10,260 5,209 5,860 5,878 17,281 18,235 16,138
Aluminium Extrusion 11,974 11,944 10,265 107 144 173 12,081 12,088 10,438
Other Light Metal$’ 7,442 7,629 6,635 274 240 189 7,716 7,869 6,824
Eliminations - - - (4,857) (5,865) (5,901) (4,857) (5,865) (5,901)
Hydro Light Metals 31,488 31,948 27,160 733 379 339 32,221 32,327 27,499
Plant Nutrition 24,776 26,493 28,160 2,023 1,504 989 26,799 27,997 29,149
Gas and Chemicals 4,521 4,457 4,176 197 259 207 4,718 4,716 4,383
A/S Korn og Foderstof Kompagniet 9,558 9,877 9,825 198 266 182 9,756 10,143 10,007
Eliminations - - - (1,615) (1,540) (950) (1,615) (1,540) (950)
Hydro Agri 38,855 40,827 42,161 803 489 428 39,658 41,316 42,589
Petrochemicals 5,221 5,851 5,855 125 177 179 5,346 6,028 6,034
Other Activities? 2,793 2,609 2,540 1,054 1,150 933 3,847 3,759 3,473
Segments 101,866 96,828 97,076 5,298 4,468 4,001 107,164 101,296 101,077
Corporate 567 640 646 3,392 3,706 3,344 3,959 4,346 3,990
Eliminations - - - (8,690) (8,174) (7,345) (8,690) (8,174) (7,345)
Total 102,433 97,468 97,722 - - - 102,433 97,468 97,722

Operating income Depreciation, depletion Equity in net income EBITDA
(loss) and amortizations non-consolidated investees

Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997 1999 1998 1997

Exploration and Production 5,840 2,565 6,363 6,072 3,505 3,128 (13) 7 11 11,903 6,084 9,506
Refining and Marketing 495 112 284 140 125 115 117 36 (71) 757 279 338
Energy 618 573 652 214 137 122 © (75 (@14 821 635 838
Eliminations 9 10 (18) - - - - - - 9 10 (29)
Hydro Oil and Energy 6,962 3,260 7,281 6,426 3,767 3,365 95 (32) (74) 13,490 7,008 10,663
Aluminium Metal Products 1,357 1,854 1,197 537 479 418 62 108 66 1,996 2,443 1,625
Aluminium Extrusion 649 536 474 391 368 355 12 4 6 1,056 912 838
Other Light Metal$’ 216 162 25 576 480 407 89) (39) (18) 690 622 418
Eliminations (43) 25 (58) - - - - - - (44) 26 (58)
Hydro Light Metals 2,179 2,577 1,638 1,504 1,327 1,180 (15) 73 54 3,698 4,003 2,823
Plant Nutrition (2,239) (582) 869 1,246 1,309 1,147 210 379 345 (356) 1,119 2,338
Gas and Chemicals 349 261 305 396 340 203 5 16 6 752 618 517
A/S Korn og Foderstof Kompagnigt 233 375 89 211 (1) 238 - - - 445 403 407
Eliminations (14) 4 15 - - - - - - (14) 4 15

Hydro Agri (1,671) 58 1,278 1,853 1,648 1,588 215 395 351 827 2,144 3,277
Petrochemicals 113 229 430 383 434 379 (26) 9 (7) 852 672 828
Other Activities? 246 (52 93 204 214 197 16 22 2 1882 320 404
Segments 7,829 6,072 10,720 10,370 7,390 6,709 285 467 326 20,74914,147 17,995
Corporate? (101) (236) (23) 129 124 123 54 (57) 76 107 1,045 270
Eliminations 7 (6) 5 (5) (6) (6) - - - 3 (12 (5)
Total 7,735 5,830 10,702 10,494 7,508 6,826 339 410 402 20,85915,180 18,260

1)
2)
3)

of operations.
4)

Other Light Metals consists of the following: Aluminium Rolled Products, Automotive Structures and Magnesium.
Other Activities consists of the following: Seafood, Pronova, Industrial Insurance and Technology and Projects.
Depreciation expense for 1998 includes a favorable one-time effect of a change in KFK's method of depreciation. Theneffeelvdid material impact on Hydro’s results

and 1997 respectively. In 1999, Hydro began allocating a larger portion of corporate costs to the industry segmentsidn 49@irg was NOK 396 million.
5  Earnings before interest, tax, depreciation, amortization and certain financial expense (income).
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Norsk Hydro ASA and subsidiaries
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Non-consolidated investees, Additions Property,
Assets investments and advances Plant & Equipment
Amounts in NOK million 1999 1998 1999 1998 1999 1998
Exploration and Production 92,395 40,206 94 86 47,693 6,414
Refining and Marketing 7,358 4,272 1,199 1,137 79 136
Energy 4,701 4,515 121 139 57 127
Eliminations (2,055) (287) - - - -
Hydro Oil and Energy 102,399 48,706 1,414 1,362 47,829 6,677
Aluminium Metal Products 13,546 14,168 606 494 826 924
Aluminium Extrusion 8,225 7,978 93 93 467 617
Other Light Metals’ 8,886 8,499 1,021 635 575 677
Eliminations (1,190) (939) - - -
Hydro Light Metals 29,467 29,706 1,720 1,222 1,868 2,218
Plant Nutrition 27,860 28,857 1,876 1,884 1,096 1,960
Gas and Chemicals 4,726 4,331 122 120 246 415
A/S Korn og Foderstof Kompagniet 5,446 5,554 2 - 428 248
Eliminations (993) (350) (2) (2) - -
Hydro Agri 37,039 38,392 1,998 2,002 1,770 2,623
Petrochemicals 6,271 6,280 348 268 432 452
Other Activitied 7,488 6,478 74 78 253 215
Segments 182,664 129,562 5,554 4,932 52,152 12,185
Corporate 41,995 31,529 1,412 1,365 165 228
Eliminations (47,240) (37,068) - - - -
Total 177,419 124,023 6,966 6,297" 52,317 12,413"

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

Operating Revenues by Country of Customer Long-Lived Assets by Location of Operations

The following specification of operating revenues is basedThe following specification of long-lived assets is based
upon customer location. upon location of operation. Included in long-lived assets are
investments in non-consolidated investees; property, plant
and equipment (net of accumulated depreciation); and non-

Amounts in NOK million 1999 1998 1997 current financial assets.
Norway 10,099 8,528 9,409
Amounts in NOK million 1999 1998
European Union:
Germany 11,100 11,395 10,828 Norway 86,516 52,263
Great Britain 10,956 9,473 11,424 o
France 10,595 9,569 8,627 European Union:
Sweden 9,734 9,308 9,098 Great Britain 7,132 2,596
Denmark 6,728 6,611 6,462 Denmark 2,883 2,860
ltaly 5,309 5,809 5,873 France 1764 1878
Spain 2,478 2,305 1,714 Sweden 1,604 2,040
Other 7,738 8,526 8,138 ?ﬁf”&lart‘z and 133% 1'12;
e Netherlands , ,
Total EU 64,638 62,996 62,164 Italy 583 773
Europe - Other: 5,561 5,109 4,817 Other 1,008 1,120
Total EU 17,692 14,453
Outside Europe:
USA 10,089 9,096 8,489 Europe - Other: 305 438
Asia 4,808 4,452 5,469 . .
Canada/Other America 4,660 4,481 4,612 Outside Europe:
Africa 2,204 2,418 2,343 Canada 5438 4,480
Australia/New Zealand 374 388 419 ﬁfr_'ca i;gé L 3‘12
: sia , ,
Total Outside Europe 22,135 20,835 21,332 USA 1,536 1.416
Total 102,433 97,468 97,722 Other America 1281 1,241
Total Outside Europe 11,773 9,097
Export sales from Norwa
topunaffiliated customerg 29,659 27,640 28,377 Jotal 116,286 76,251
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6. RESTRUCTURING COSTS 9. OTHER INCOME AND EXPENSE

On 17 December, 1999, Hydro announced a restructuring program in the Other income totaled NOK 1,350 million in 1999 comprised of a gain of
Plant Nutrition segment. The program involves reducing Hydro's fertilizer NOK 149 million on the sale of the plastic pipe systems activities of Mabo
activities in Europe by eliminating one million tonnes of nitrate fertilizer ~ AS, a gain of NOK 1,025 million on the sale of Pronova Biopolymer, a
capacity. The reduction of production capacity will be accomplished by thgain of NOK 234 million on the sale of Hydro Coatings and a loss of NOK
closure of three and dismantlement of two plant facilities in Europe. The 58 million related to the transfer of Hydro’s plastic bumper system

plant facilities will be shut down by the second quarter of year 2000. As  activities to Granges Autoplastics AB.

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

of NOK 632 million included an impairment loss on the plant facilities of

NOK 444 million, whose fair value was estimated by discounting the

expected future cash flows from the individual plant facilities. The 10. INCOME TAX EXPENSE

restructuring costs also included an accrual of NOK 188 million for costs to

discontinue the activities described above. The expected date of completion

of the plan to discontinue the above described activities is 31 December, Amounts in NOK million 1999 1998 1997
2001. The costs to discontinue the activities described above include costsicome before taxes

to dismantle the plant facilities and to terminate agreements with customeasid minority interest:

and suppliers, and are included in other current liabilities as of 31 Norway 8,276 5,337 7,735
December, 1999. Other countries (403) 494 2,610
Total 7,873 5,831 10,345
7. OPERATING COSTS AND EXPENSES
Current taxes:
Operating costs include research and development, operating lease expehsgway 2,909 1,319 3,338
and payroll and related costs as follows: Other countries 644 60 779
Current income tax expense 3,553 1,379 4,117
Amounts in NOK million 1999 1998 1997
Research and development Deferred taxes:
expense 1,043 1,044 868 Norway 1,458 955 877
Operating lease expense: 1) Other countries (674) (355) 98
Drilling rigs, ships, Deferred tax
office space 1,133 1,345 1,099 expense 784 600 975
Office space leased from Hydro's Total income tax expense 4,337 1,979 5,092
independent pension trust 156 153 150
Total 1,289 1,498 1,249 Components of deferred income tax expense
Payroll and related costs:
Salaries 11,314 10,931 9,925 Amounts in NOK million 1999 1998 1997
Social security costs 1,600 1,472 1,338 Deferred tax expense,
Social benefits 517 459 460 excluding items below 671 576 1,127
Net periodic pension cost (Note 20) 620 219 78 Benefits of tax loss
Total 14,051 13,081 11,801 carryforwards 142 (176) 144
Tax expense (benefit) allocated
To estimate earnings in relation to research and development costs incurred other comprehensive income (12) 144 113
is impracticable for the years ended 31 December, 1999, 1998 and 1997.Effect of
tax law changed) 43 (11) (106)
1) Minimum future rentals are in total NOK 6,622 million which are due under ~ Net change in valuation
non-cancelable operating leases as follows (in NOK million): 2000 - 1,242;  allowance (61) 67 (303)
2001 - 1,476; 2002 - 975; 2003 — 766; 2004 — 461; and Thereafter — 1,702Deferred tax expense 784 600 975
8. FINANCIAL INCOME AND EXPENSE 1) In 1996, a new tax law was enacted in Norway for hydro-electric power plants

which was effective as of 1 January, 1997. The new tax law provided for an
upward revision of the tax depreciation base of power plant assets. This resulted

Amounts in NOK million 1999 1998 1997 in a deferred tax benefit of NOK 776 million in 1996 based upon the
Company'’s best estimate of the revised tax basis. When the new basis was
Interest income (1,399) (673) (522) available in 1997, the effect of the change in tax law was revised. This resulted
Interest expense 2,566 1,738 1,391 in an additional deferred tax benefit of NOK 131 million in 1997.
Net foreign exchange loss 304 361 275
Net gain on securities (379) (1,015) (236)
Dividends received (103) (132) (122)
Other, net 562 130 51
Net financial
expense 1,551 409 837

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

The tax effects of temporary differences and tax loss carryforwards giving
rise to deferred tax assets and liabilities were as follows as of 31 December,
1999 and 1998:

Amounts in NOK million 1999 1998 1997

Expected income taxes at Deferred Tax

statutory tax raté) 2,205 1,633 2,897 Assets  Liabilities Assets Liabilities
Petroleum surta®) 2,904 1,361 2,747 Amounts in NOK million 1999 1999 1998 1998
Uplift benefit2) (829) (628) (558)

Hydro-electric power surtaX 171 86 60 Short-term:

Tax law changes 43 (11) (106) Marketable securities 1 (89) 1 (80)
Losses and other deductions Inventory valuation 151 (332) 144 (242)
with no tax benefit 776 446 249 Accrued expenses 1,014 (129) 341 -

Non-deductible expenses 186 184 189 Unrealized exchange
Foreign tax rate differences (41) 34 184 gains - (49) - (166)
Tax free income (384) (144) (106) Uplift benefit 504 - 476 -
Dividend exclusion (10) (46) (30) Other - (15) 14 (37)
Losses and other benefits not Long-term:
previously recognized (853) (844) (443) Marketable securities - (1) 1 Q)
Other, net 169 (92) 9 Unrealized exchange
Income tax expense 4,337 1,979 5,092 (gains) losses 77 9) 116 (88)
Effective tax rate 55.1% 33.9%  49.2% Depreciation 2,138  (25,177) 2,311 (12,538)
Capitalized interest - (4,015) - (3,302
1)  Norwegian nominal statutory tax rate is 28 percent. Exploration drilling costs - (2,892) - (2,566)
? . - . . ) é)ther non-current
) Revenue from oil and gas activities on the Norwegian continental shelf is taxe assets 1.275 (1,184) 1316 (530)
according to the Petroleum Tax Law. This stipulates a surtax of 50 percent aft ccrued expenses 1’054 (567) 1261 (602)
deducting uplift, a special deduction for surtax, in addition to normal corporate Pensions ,631 (1,459) 175 (1,538)
taxation. Deferred gains
3) Beginning in 1997, a surtax of 27 percent is applied to taxable income, with ~ ON sales 247 (994) 139 (746)
certain adjustments, for Norwegian hydro-electric power plants. The surtax ~ Uplift benefit 2,985 - 1,296 -
comes in addition to the normal corporate taxation. Tax depreciation, includingOthel’ 240 (1,252) 946 (1,391)
that from the upward revision of basis under the new law, is deductible for bothT otal tax loss
corporate tax and surtax purposes. carryforwards 2,604 - 2,696 -
Subtotal 12,921  (38,164) 10,233 (23,827)
At the end of 1999, Hydro had tax loss carryforwards of Total valuation
NOK 7,291 million, primarily in Germany, France, Italy, Trinidad, Jamaica 4)jowance (3,114) (3,455) _
and Canada. Carry forward amounts expire as follows: Gross deferred tax
_ _ assets and liabilities 9,807 (38,164) 6,778 (23,827)
Amounts in NOK million

2000 78
2001 27
2002 321
2003 212
2004 1,024
After 2004 685
Without expiration 4,944
Total 7,291

Deferred income taxes have not been provided for on undistributed
earnings of foreign subsidiaries since those earnings are indefinitely
invested. If this was to be provided for the amount would have been based
on undistributed earnings of foreign subsidiaries amounting to NOK 9,479
million. No deferred income taxes have been recognized on undistributed
domestic subsidiary earnings which can be remitted tax-free as dividends.

11. OTHER LIQUID ASSETS

Amounts in NOK million 1999 1998
Bank time deposits 16 45

Marketable equity securities 1,095 812
Debt securities and other 1,424 1,636
Total 2,535 2,493

The net change in unrealized gains on securities for the years ended 31
December 1999, 1998 and 1997 was a net gain of NOK 36 million, a net
loss of NOK 236 million and a net gain of NOK 128 million, respectively.
Total cost of marketable equity securities and debt securities and other was
NOK 2,198 million and NOK 2,149 million at 31 December, 1999 and

1998, respectively.
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12.  INVENTORIES 13. AVAILABLE-FOR-SALE SECURITIES

As of 31 December, 1999 and 1998, available-for-sale securities at cost
Amounts in NOK million 1999 1998  amounted to NOK 13 million and NOK 14 million, respectively, with
Finished goods 9,356 9,455 ynrealized holding gains of NOK 4 million and NOK 2 million
Work in progress 1,571 1,533

respectively. Proceeds from the sale of availfibfesale securities was
NOK 1,788 million and NOK 135 million for the years ended 31
December, 1998 and 1997 respectively. The gross realized gain
from such sales was NOK 1,139 and NOK 53 million, respectively.
Amounts for the year ended 31 December, 1999 were not material.

Raw materials 5,400 4,506
Total 16,327 15,494

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

Amounts in NOK million 1999 1998 1997
Balance 01.01 6,297 5,234 5,584
Investment (sale), net 385 694 60

Change in long-term advances, net (6) 51 3

Transfers (to) from other investments 402 135 (385)
Hydro's share of net income 418 459 424
Amortization of goodwill (61) (42) (22)
Write-down of investments (18) (7) -

Dividends received by Hydro (550) (330) (646)
Foreign currency translation and other 99 103 216
Balance 31.12 6,966 6,297 5,234

Hydro Scan- Scanraff Sgral Meridian Auto- Qafco Tringen Farmland Dyno Others Total

Amounts in NOK million Texaco cracker plastics Hydro
Balance 01.01.1998 764 208 307 268 220 - 862 203 321 1,129 952 5,234
Investment (sale), net 410 284 694
Change in long-term advances, net (16) 44 50 (11) (16) 51
Transfer (to) from other investments 135 135
Hydro’s share of net income 44 102 (15) 87 83 174 (56) 40 459
Amortization of goodwill (6) (20) (16) (42)
Write-down of investments ™ @
Dividends received by Hydro (42) (123) (37) (59) (29) (40) (330)
Foreign currency translation and other 47 2 2 (10) 35 8 13 (19) 25 103
Balance 31.12.1998 849 194 353 328 635 - 861 257 438 1,025 1,357 6,297
Changes in 1999:
Investments (sale), net 385 385
Change in long-term advances, net (19) (12) 15 96)
Transfer (to) from other investments 394 8102
Hydro’s share of net income 119 84 (39) 5) 34 114 46 6518
Amortization of goodwill (6) (39) (6) (10) (61)
Write-down of investments (18) (18)
Dividends received by Hydro (16) (50) (91) 77)  (229) (29) (48p0)
Foreign currency translation and other  (39) 2 2 72 (6) 37 13 22 9
Balance 31.12.1999 907 177 344 362 629 392 841 193 345 1,051 1,725 6,966
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Specification of non-consolidated investees Qatar Fertiliser Company S.A.Q. (Qafco) owns a fertilizer
complex for which Hydro provides marketing support and
Percentage Investmentsin  Hydro's current  technical assistance. The remaining 75 percent of Qafco is

Qg&ur?]tiﬁignn byox'vygr% tecl)nﬁ] \fgtzgges ;%ct%\{%bilﬁv(eiasxézgle)yowned by the State of Qatar. Hydro bought urea from Qafco
b amounting to NOK 670 million, NOK 688 million and
Hydio Toxaco.—50.0% 907 846 55 41~  NOK 459 millon in 1999, 1998 and 1997, respectively.
Scancracker 50.0% 177 194 (10)  (10) Trinidad Nitrogen Co., Ltd. (Tringen), the owner of two
Scanraff 21 5% 344 353 6 ©) ammonia plants, has agreements which obligate Hydro to
Soral 49.9% 362 328 (133) (149) buy or act as a marketing agent on a commission basis for all
Meridian 49.0% 629 635 15 production. Hydro paid NOK 675 million, NOK 884 million
Autoplastics 40.0% 392 _ N i and NOK 910 million, net of commission received, for
Qafco 25 0% 841 861 @5 (22) ammonia purchases in 1999, 1998 and 1997, respectively.
Tringen 49.0% 193 257 (35) (109) The majority owner of Tringen is the State of Trinidad and
Farmland Hydro ~ 50.0% 345 438 31 41 Tobago. o . .
Dyno 381% 1051 1.025 ) _ The ownership interest in Farmland Hydro LP entitles
Other? T 1725 1357 426 795 Hydro to act as the worldwide agent for sales of its
Total 6:966 6:297 320 610 phosphate fertilizers. The other partner is an unaffiliated

z company. Sales from Hydro to Farmland Hydro amounted to

7 Includes non-consolidated investees where total investments in and L 20 T
advances to each individual investee amounts to less than NOK 200 NOK 231 million, NOK 271 million and NOK 368 million
million. in 1999, 1998 and 1997, respectively.

The investees' business, majority owners, nature of related Dyno ASA (Dyno) is a publicly owned explosives,

- : ; chemicals and plastics producer. In 1997 and 1998, Dyno
{ohaétgrggﬂﬁ? g?(t)r?essvgltpaﬂggcrzgo%nsdf’ovl\llg\?vﬁ material to Hydro, made provisions in connection with its legal dispute in the

Hydro Texaco a.s operates 955 gasoline stations and 162 United States. These provisions reduced Hydro’s net income
diesel stations in Norway, Denmark and the Baltics. Hydro |Ind199ts_ Ey NtOIK 198 nzj'!l'?]n-' In 1,[999’ tHydro acceptedfgromf
and Texaco Inc. each own 50 percent in the joint venture. neustn napital, a swedish INvestment company, an orer o

; NOK 206 per share for it's 38.1 percent interest in Dyno.
Hydro sells and purchases oil related products to and from This represents a sales price of slightly more than NOK 2.0

the joint venture at market prices. Sales from Hydro Texaco, ;. .
to Hydro amounted to NOK 660 million, NOK 338 million billion. The sale is dependent on the approval of relevant

and NOK 281 million in 1999, 1098 and 1997, respectively, 90Vernment authorities.
Sales from Hydro to Hydro Texaco amounted to NOK 628

million, NOK 532 million and NOK 487 million in 1999,  Non-consolidated investees — 100 percent basis
1998 and 1997, respectively.

Skandinaviska Raffinaderiet AB (Scanraff) and The following table sets forth summarized unaudited
Skandinaviska Kracker AB (Scancracker) operate the _financial information of Hydro’s non-consolidated investees

Scanraff refinery and adjacent cracking facilities. Hydro paithn a 100 percent combined basis. Hydro’s share of these

processing fees to Scanraff for refining of its oil of NOK 225jnyestments, which is also specified below, is accounted for
million, NOK 205 million and NOK 218 million in 1999, using the equity method.

1998 and 1997, respectively. The other partner is an
unaffiliated company.

Sgr-Norge Aluminium A/S (Sgral), a Norwegian primary Amounts in NOK million (unaudited) 1999 1998 1997
aluminium manufacturer, sells 50 percent of its production to
each major owner at current market prices. The other 50 ~ Balance Sheet Data:

percent owner of Sgral is an unaffiliated company. Sale of Current assets 16,841 15,057 14,168
aluminium from Sgral to Hydro amounted to NOK 811 Non-current assets 29,275 25992 21,010
million, NOK 1,141 million and NOK 961 million in 1999,  Total 46,116 41,049 35,178
1998 and 1997, respectively. Sales from Hydro to liabiliti 1 12.707 1011
Sgral amounted to NOK 266 million, NOK 330 million and -t abilties 3200 12707 10.113
Lo . Non-current liabilities 12,740 10,335 10,672
NOK 252 million in 1999, 1998 and 1997, respectively. PG
o~ . s . ) Minority interest 422 300 225
Meridian Technologies Inc. (Meridian) is a Canadian Shareholders' equity 19394 17,707 14.166
company owned 51 percent by Teksid S.p.A. (a subsidary of
the Fiat group) and 49 percent by Hydro. Meridian provides ot 46,116 41,049 35178
aluminium and magnesium die-casting products to the Hydro’s investments
automobile industry. Meridian has been a major customer, inand advances 6,966 6,297 5,234

terms of volume, of alloyed magnesium for each of the years
1999, 1998 and 1997. Operating revenues from salesto  Income Statement Data:

Meridian were not material to the Other Light Metals Operating revenues 35,729 35209 34,317
segment as a whole. Operating income 2,567 2,990 3,193
Granges Autoplastics AB (now Autoplastics AB)is a Income before taxes and

leading European supplier of plastics systems for interior andninority interest 1779 2101 2,120
exterior applications within the automofive industry. See rKj'Te]t income 1,083 926 1415
Note 2. Hydro’s share of net income 418 459 424
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15. PROPERTY, PLANT AND EQUIPMENT

LAND-BASED ACTIVITIES

Machinery and Plant under

Amounts in NOK million Land Equipment Buildings construction Other E&P Y Total
COST:
Cost 31.12.1998 1,104 54,299 16,062 3,045 816 65,069 140,395
Additions at cost 36 2,496 606 1,482 4 47,693 52,317
Retirements (82) (3,070) (693) (118) (42) (1,773) (5,777)
Transfers - 2,398 301 (2,699) - - -
Foreign currency translation (39) (1,154) (282) (26) - 631 (870)
Balance 31.12.1999 1,019 54,969 15,994 1,684 779 111,620 186,065
DEPRECIATION:
Balance 31.12.1998 - (35,498) (8,220) - (146) (32,899)  (76,763)
Depreciation, depletion

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

and transfers - 815 141 - - (241) 715
Balance 31.12.1999 - (36,788) (8,348) - (185) (38,246) (83,567)
NET BOOK VALUE:
Balance 31.12.1998 1,104 18,801 7,842 3,045 670 32,170 63,632
Balance 31.12.1999 1,019 18,181 7,646 1,684 594 73,374 102,498

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

2 In 1999, Hydro recorded impairment losses of NOK 739 million, NOK 295 million of which were recorded as a component oficiepdepiation and amortization.
The remaining NOK 444 million was recorded as restructuring costs. See Note 6. Impairment losses for 1998 and 1997 wenaiNoKaBNOK 11 million,
respectively. The fair value of the impaired assets was generally estimated by discounting the expected future casle flodvgidfidhassets. During the three years
ended 31 December, 1999, impairment was generally indicated as the result of current period cash flow losses, combiseatyvithlasses, or a significant change
in the manner in which the asset is to be used.

9 Includes NOK 680 million related to capital leases.

16. PREPAID PENSION, INVESTMENTS AND 17. BANK LOANS AND OTHER INTEREST
NON-CURRENT ASSETS BEARING SHORT-TERM DEBT
Weighted Average
Amounts in NOK million 1999 1998 Interest Rates

Goodwill for consolidated as of 31 December

subsidiaries. less accumu- Amounts in NOK million 1999 1998 1999 1998

lated amortization 458 711 Bank loans and
Intangible assets, less accumu- overdraft facilities 6.0%  7.0% 4,834 3,427

lated amortization 710 751 Commercial paper 31%  3.0% 1 11
Total |_ntang|b_le assets 1,168 1,462 Other 4.8% 4.0% 2526 1,712
Prepaid pension (Note 20) 4,316 4,266 Total 7361 5150
Available-for-sale securities at ota ! !
fair value (Note 13 17 16 .
Other inve(stments)at cost 870 842 As of 31 December, 1999, Norsk Hydro ASA had committed
Non-current assets 1618 1198 and unused short-term credit facilities with various banks
Total prepaid pension, investments and 6,821 6.322 totaling approximately NOK 3,297 million. Interest rates
non-current assets range from 2.5 to 8.7 percent depending on the currency of
Total 7989 7784 the facilities. No compensating balance is required.
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18. OTHER CURRENT LIABILITIES 1) Of which Norsk Hydro ASA is responsible for NOK 30,557 million.
2) Of which Norsk Hydro ASA is responsible for NOK 1,362 million.
Amounts in NOK million 1999 1998
Accounts payable 12,393 10,371 Hydro had unsecured variable rate bank loans of NOK 3,223
Income taxes payable 2,266 582 million and NOK 20 million at 31 December, 1999 and 31
Payroll and value added taxes 2,444 2,429 December, 1998, respectively, based on interbank interest rates.
Accrued liabilities 10,360 5,320 Hydro has entered into agreements with several international
Other liabilities 1,046 966 banks for long-term, stand-by credit for a total amount of USD
Total 28,509 19,668 1,950 million. There are no borrowings under these facilities at 31
December, 1999. Commitment fees range from 0.063 percent to
19. LONG-TERM DEBT 0.125 percent.

Subsequent to 31 December, 1999, Hydro issued EURO 100

Substantially all unsecured debenture bond and unsecured bank million (NOK 810 million) of 6.25 percent notes repayable in 2010.
loan agreements contain provisions restricting the pledging of

assets to secure future borrowings without granting a similar

secured status to the existing bondholders and lenders. Certain o20- EMPLOYEE RETIREMENT PLANS

the debenture bond agreements contain provisions allowing Hydro

to call the debt prior to its final redemption date at par or at certainpansion Benefits

specified premiums.

Norsk Hydro ASA and many of its subsidiaries have defined
benefit retirement plans which cover substantially all of their
employees. Plan benefits are generally based on years of service

Long-term debt payable in various currencies:

Weighted  Denomi- Balance in ) e . .
Average nated NOK and flngl salary levels. Some subsidiaries have defined contribution
Amounts in Interest Amount or multiemployer plans.
million Rates 1999 1999 1998 o ) ]
Unsecured debenture bonds: Net periodic pension cost (credit)
uUsD 7.5% 3,146 25,213 14,239
NOK 8.6% 5,494 5,494 4,588 Amounts in NOK million 1999 1998 1997
GBP 7.5% 325 4,209 1,264 Defined benefit plans:
DEM - - 1137 Benefits earned during
EURO 6.3% 300 2,415 - the year, net of participants'
Total 37,331 21,228 contributions 434 345 286
Unsecured bank loans: Interest cost on prior period
USD 6.0% 450 3607 2213 benefit obligation 765 683 652
0 ’ ' Expected return on plan
o 55% - 1,022 oo assets (1132)  (L121)  (1,079)
Recognized net gain (12) (63) (66)
Total 4,718 3,435 Amortization of prior
Capital lease obligations 568 589 Aserwf:e cost . - 141 111 109
Mort | 230 121 mortization of net transition
o&re?fi‘gﬁgi??; debt 288 319 asset (56) (55) (54)
- Curtailment loss 13 - 2
(Ljutstagdlng debt _ 43,;(:)3;3 2?2&;? Settlement gain ) _ _
: t t . . .
ess. LUMTent portion (907) (1,587) Net periodic pension cost (credit) 152 (100) (150)
Total long-term debt 42,228 24,105 Defined contribution plans 52 53 45
- ) ] Multiemployer plans 31 36 36
Hydro gtlllzes foreign currency swaps to manage.forelgn exchange Termination benefits and other 385 230 147
risk on its long-term debt which are not reflected in the table abover . .
otal net periodic pension cost 620 219 78

(See Note 24). - —
Payments on long-term debt fall due as follows: Change in the additional
minimum pension liability

included within other

Amounts in Deben- Bank-  Capital comprehensive income 11 11 9
NOK million tures loans lease Other Toth
2000 594 133 52 128 907
2001 1,702 146 54 41 1,943
2002 2,200 128 58 38 2,424
2003 1,895 80 63 33 2,071
2004 1,291 21 69 27 1,408
Thereafter 29,649 4,210 272 251 34,382
Total 37,337 4718 568 518 43,135
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Change in projected benefit obligation (PBO)

Amounts in NOK million 1999 1998

Projected benefit obligation

at beginning of year (11,778) (10,555)

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

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

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

Change in pension plan assets

Amounts in NOK million 1999 1998
Fair value of plan assets at

beginning of year 15,518 15,725
Actual return on plan assets 2,547 42

Company contributions 45 48

Plan participants' contributions 15 14

Benefits paid (576) (534)
Settlements (77) -

Business combinations 624 -

Foreign currency translation 21 223
Fair value of plan assets at end of year 18,117 15,518

Status of pension plans reconciled to balance sheet

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

Unrecognized prior service cost 368 426

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

Prepaid pension 4,316 4,266

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

Intangible asset 7 9

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

Discount rate 7.0% 6.5%

Expected return on plan assets 8.0% 7.5%

Rate of compensation increase 2.3% 2.0%
F-20

Norsk Hydro 1999

The projected benefit obligation, accumulated benefit
obligation, and fair value of plan assets for pension plans
with accumulated benefit obligations in excess of plan assets
were NOK 1,672 million, NOK 1,314 million and NOK 59
million, respectively, at 31 December, 1999, and NOK 1,435
million, NOK 1,177 million, and NOK 2 million,

respectively, at 31 December, 1998.

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

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

Other Retirement Benefits

Hydro has unfunded retiree medical and life insurance plans
for certain of its employees located outside of Norway.
Related net periodic postretirement cost was NOK 22
million, NOK 14 million and NOK 7 million for 1999, 1998
and 1997, respectively. The postretirement liability was
NOK 221 million and NOK 194 million at 31 December,
1999 and 1998, respectively.

21. CONTINGENCIES AND
OTHER LONG TERM LIABILITIES

Hydro is subject to changing environmental laws and
regulations that in the future may require the company to
modernize technology to meet more stringent emissions
standards or to take actions for contaminated areas. At 31
December, 1999 and 1998, Hydro had accrued NOK 204
million and NOK 262 million, respectively, for corrective
environmental measures. The corresponding expense was
NOK 10 million in 1999 compared to NOK 42 million and
NOK 47 million in 1998 and 1997, respectively. Hydro’s
share of the estimated total future cost of well closure,
decommissioning and removal of offshore installations is
approximately NOK 4,052 million. As of 31 December,
1999, Hydro had accrued NOK 2,041million for well closure
and abandonment costs using the unit-of-production method.
The accrual was NOK 1,115 million as of 31 December,
1998. Abandonment expense was NOK 542 million, NOK
277 million and NOK 300 million in 1999, 1998 and 1997,
respectively. Hydro's future expenses for these corrective
environmental measures are affected by a number of
uncertainties including, but not limited to, the method and
extent of corrective action. Due to uncertainties inherent in
the estimation process, it is at least reasonably possible that
such estimates could be revised in the near term. In addition,
conditions which could require future expenditures may be
determined to exist for various sites, including Hydro's major
production facilities and product storage terminals. The
amount of such future costs is not determinable due to the
unknown timing and extent of corrective actions which may
be required.

On 15 March, 1996, Norsk Hydro USA Inc., a wholly
owned subsidiary of Hydro received notice that the Port
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Authority of New York and New Jersey had filed a Following the asset exchange between Hydro and Petro-
complaint in the Superior Court of New Jersey naming Canada in 1996, Hydro guaranteed that the total recoverable
Norsk Hydro USA Inc., as one of the defendants in an actioneserves attributable to Petro-Canada’s working interest in
in connection with property damages and related losses  the Veslefrikk field shall not be less than a certain quantified
suffered in the bombing by terrorist of the World Trade amount of crude oil. If less, Hydro has an obligation to
Center in February 1993. In February 1997, Hydro Agri deliver indemnity volumes to Petro-Canada. The guarantee
North America was substituted for Norsk Hydro USA Inc.  does not apply in cases of force majeure, the failure of the
and the case was removed to Federal District court in New operator to comply with good oil field practices, etc.

Jersey. In December 1997, the complaint was dismissed by At 31 December, 1999, the remaining guaranteed volume
the District Court, but this decision was appealed by the ~ was 1.9 millioner Sof crude oil, equivalent to

plaintiff. In 1999, the Third Circuit Court of Appeals approximately NOK 2,400 million.

affirmed the decision of the United States District Court in

New Jersey dismissing the complaint filed by the Port 23. CONTRACTUAL AND OTHER COMMITMENTS

Authority of New York and New Jersey. The period of time FOR FUTURE INVESTMENTS AND
within which the plaintiffs could file an appeal with the OPERATIONS
United States Supreme Court has expired.
On 23 July, 1999 and 4 February, 2000, Dolphin AS As of 31 December, 1999: Investments
presented claims to Hydro for higher day rates associated amounts in NOK million 2000  Thereafter  Total

with a drilling rig, which has been leased for a period of ontract commitments for
seven years. The claims are based on a general upgrading @f- ociments in property
the drilling rig and total NOK 1,941 million. Hydro evaluates pjant and equipment:

the claims together with the partners. Hydro will utilize the | 514 based 855 134 989
drilling rig in its activities associated with the Snorre Unit and o) ang gas fields
Production License 089, in which Hydro has ownership and transport systems 4,270 8,347 12,617

interests of 17.66 percent and 13.28 percent, respectively. Aﬁ al

such, any additional net rental cost to Hydro is expected to he22

substantially less than the amount claimed by Dolphin AS. Additional authorized
Hydro is involved in or threatened with various other legal, future investments in property, plant

tax and environmental matters arising in the ordinary coursé"d auipment.

of business. Hydro is of the opinion that resulting liabilities, -and based 719 61 780

if any, will not have a material adverse effect on its Oil and gas fields

consolidated results of operations, liquidity or financial and transport systems 281 1370 1651

5,125 8,481 13,606

position. Total 1,000 1,431 2,431
Contract commitments for other

Amounts in NOK million 1999 1998 future investments: 1,612 - 1,612

Other long-term liabilities

x‘ggrrua;}geaggirggunﬁseﬁ?gégfséﬁ:ﬁg’r‘és 1&%’3 g%g }Addmonal authorized future investments include projects

Accruals decommissioning costs offshore 937 579 ormally approved for development by the Board of

Postretirement benefits other than pension 221 194 Directors or management given the authority to approve such

Other 1,759 1,375 investments. General investment budgets are excluded from
Hydro has entered into take-or-pay and long-term contracts

22 SECURED DEBT AND GUARANTEES providing for future payments to secure pipeline and

: — transportation capacity, processing services, raw materials

Amounts in NOK million 1999 1998 and electricity and steam. In addition, Hydro has entered into

Amount of secured debt 335 309 long-term sale commitments to deliver goods. This

Assets used as security: principally relates to obligations to deliver gas from fields on

- Plant and equipment, etc. 236 396 the Norwegian continental shelf for a total amount of NOK

- Buildings 638 401 106.3 hillion.

- Other 161 124

Total 1,035 921

Guarantees (off-balance sheet):

Contingency for discounted bills 48 92

Guarantees of debt 582 995

Indirect guarantees 6,438 3,359

Total 7,068 4,446

Hydro provides guarantees arising in the ordinary course of
business including stand-by letters of credit, letters of credit,
performance bonds and various payment or financial
guarantees.
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The non-cancelable future fixed and determinable obligation as ofthe contract expires in March 2009. The contract is recorded at fair

31 December, 1999 is as follows: value.
Amounts in Trans;—grkte . pRagvs d Lcénn%:ge;m COSn;:Cé(S)m- Foreign Qurrgncy Swaps
NOK million and Other materials _related  mitments Amounts in million

Hydro receiver  Interest Hydro payer Interest
2000 437 1,234 1,023 (5’058) Cu?:'ency Amount Rate Ref. Currgncy pA)rlnount Rate Ref. Maturity
2001 434 1,038 1,123 (6,094) - -
2002 435 1,045 1,051 (6,190) CHF 200 flxed usD 136 floatlng Apr. 00
2003 414 1,180 1,044 (6,528) DEM 70 fIXEd- usD 50 f!xed Mar. 00
2004 308 470 1,044 (6,515) USD 16  floating DKK 100 fixed Jan. 03
Thereafter 2,886 1,825 21,100 (96,846) . .

Floating interest rates are principally based on the London

Total 5,004 6,792 26,385 (127,258) interbank offered rate (LIBOR) 6 months. The Norwegian kroner

. . . equivalent of the notional contract amounts above is approximately

Terms of certain of these agreements include additional charges . :

covering variable operating expenses in addition to the fixed and NOK 1.6 billion stated at year end exchange rates, which compares
vering var perating exp ' ” X to outstanding contracts at the end of 1998 of NOK 2.0 hillion.

determinable component shown above.

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

currencies and the sell amounts represent commitments to sell

The total purchases under the take-or-pay agreements and Iong-f . .
term contracts were as follows (in NOK million): oreign currencies. .

1999 — 2 932- 1998 — 3.278: 1997 — 3.042 ' The following contracts were outstanding at 31 December, 1999,
TeTee Tt T and mature between January 2000 and September 2001.

fForward Currency Contracts
The buy amounts represent commitments to purchase foreign

24. DERIVATIVE FINANCIAL INSTRUMENTS AND In currency In NOK
RISK MANAGEMENT Amounts in million Buy Sell Buy Sell

S . usb 1,317 (23) 10,544 (181)

Hydro utilizes interest rate and foreign currency swaps to alter the \ o 389  (3,794) 389 (3,794)
interest rate or currency exposures for its long-term debt portfolio. 5\ 69 T 287 T

See Note 19. . o GBP 55 (17) 711 (220)
Forward currency contracts often provide needed liquidity in one SEK - (1,669) - (1.572)
currency in exchange for excess liquidity in another. For a CHF - (,190) - (,957)
description of risk management and financial market risk see the 5, - (1,317) - (1,428)
“Risk Management” discussion in the Management's Discussion ~ap 3 &490) ) (2’710)
and Analysis section of this report. Refer to Note 1 under Other ) _ 194 (1’ 234)

“Derivative Financial Instruments” for information about credit risk -
0

and cash flows of these instruments. tal 12,125 (12,096)

The notional amounts stated at forward rates above of
a1’;1f0proximately NOK 12.1 billion compare with outstanding
contracts at the end of 1998 of approximately NOK 15.6

billion.

Interest Rate Swaps

At year end 1999, Hydro had two interest swaps, acquired as a p
of the Saga acquisition. The interest swaps have offsetting terms
and the combined swaps have no market value at 31 December,

1999. Forward Currency Options

Hydro had a portfolio of purchased and written foreign currency
options at 31 December, 1999. The portfolio was acquired as part
of the Saga purchase. The written options in the portfolio are
designed to reduce total premium payments.

Outstanding interest rate swaps at 31 December, 1999
Notional amount Hydro pays Hydro receives Maturity
USD 500 million NIBOR + 1.6% Fixed 10.5% March 2002
USD 500 million Fixed 10.5% NIBOR +1.6% March 2002

The Norwegian kroner equivalent of the notional contract amountsThe following contract amounts were outstanding at 31 December,

above is approximately NOK 8.0 billion. 1999: Notonal Notonal

. amount amount
Swaption Contract Amounts in million usD NOK
Hydro acquired, as part of the Saga acquisition, a sold swaption Bought put options 120 958
contract whereby the other party has a right to enter into a interestSold put options 120 958
rate swap in the period from March 2000 to September 2008, unde3old call options 187 1,495
which Hydro will receive a fixed interest of 7.25 percent while Total 3,411

paying LIBOR on a notional amount of USD 100 million (NOK
802 million). Under the contract, Hydro will receive 0.25 percent ofThe option contracts outstanding at 31 December, 1999 mature
the notional amount annually until the option is exercised or until between January 2000 and August 2001.
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25. FAIR VALUE OF FINANCIAL
INSTRUMENTS

The estimated fair values of financial instruments not

otherwise disclosed are as follows:

Carrying Fair
Amount Value

Carrying Fair
Amount  Value

Amounts in NOK million 1999 1999 1998 1998
Assets:
Current assets:
Forward currency contracts 125 125 90 90
Non-current assets:
Foreign currency swaps 18 - 67 56
Interest rate swap - 55 - -
Liabilities:
Current liabilities:
Forward currency contracts (96) (96) 81) (181)
Foreign currency swaps (204) (213) (7 (@)
Foreign currency options (21) (21) - -
Other long-term liabilities:
Foreign currency swaps - - (65) (64)
Interest rate swap - (55) - -
Swaption contract (25) (25) - -
Long-term debt (43,135)  (41,746) (25,692) (26,959)

26. SUPPLEMENTARY OIL AND GAS INFORMATION

Costs Incurred on Oil and Gas Properties

EXPLORATION COSTS

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

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

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

Changes In net book value

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

1) 1n 1999, NOK 924 million, NOK 624 million, and NOK 44 million of development costs related to activities in Canada, AngRlassiadrespectively. In addition, NOK 55
million of development costs related to Saga’s activities in primarily UK and Ireland. In 1998, NOK 796 million and NOKlipB2frilevelopment costs related to activities
in Canada and Angola, respectively. In 1997, NOK 412 million was related to Canadian activities.

2) In 1999, includes acquisition of Saga fields and transportation systems in Norway and in the UK and Ireland.
3) Consists of disposals in 1999 related to Saga for the Varg ship and fields in Indonesia.
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Proved Reserves of Oil and Gas (Unaudited)

Proved reserves are the estimated quantities of crude oil, natural gas, and natural gas liquids which geological and dagineerin
demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under existing economtignd opera
conditions. Proved developed reserves can be expected to be recovered through existing wells with existing equipmermgnd operat
methods. Proved undeveloped reserves are expected to be recovered from undrilled production wells on exploration liceeseseRese
expected to be revised as oil and gas are produced and additional data become available. The main part of producties anel ceste
Norwegian Continental Shelf. The Norwegian State has the option to reduce Hydro's participation in certain licenses ireasitbrtten
sliding scale agreement.

PROVED RESERVES OF OIL AND GAS (Unaudited)

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

mmboé billion Sne mmboé  billion Sn# mmboé billion Sme
Proved development and
undeveloped reserves
At 31 December, 1996 668 142.2 21 - 689 142.2
Revisions of previous estimagés (18) (14.8) - - (18) (14.8)
Purchase (sale)/exchange of reserves in Place 9 1.4 - - 9 14
Extensions and new discoveries 5 0.9 72 - 77 0.9
Production for the year (77) (3.1) - - (77) 3.1
At 31 December, 19996) 587 126.6 93 - 680 126.6
Revisions of previous estimatgs 33 (1.5) - - 33 (1.5)
Purchase (sale)/exchange of reserves in place - - - - - -
Extensions and new discoveries 3 0.1 - - 3 0.1
Production for the year 77 (3.3) 1) - (78) (3.3)
At 31 December, 19986) 546 121.9 92 - 638 121.9
Revisions of previous estimates 22 1.0 1 - 23 1.0
Purchase (sale)/exchange of reserves in Place 229 42.7 56 6.3 285 49.0
Extensions and new discoveries 131 5.8 10 - 141 5.8
Production for the year (91) (3.9) (6) (0.3) (97) (4.2)
At 31 December, 19996) 837 167.5 153 6.0 990 1735
Proved development reserves
At 31 December, 1996 368 63.7 - - 368 63.7
At 31 December, 1997 356 60.6 19 - 375 60.6
At 31 December, 1998 358 57.0 17 - 375 57.0
At 31 December, 1999 500 69.1 74 6.0 574 75.1

1) Includes crude oil and NGL/Condensate.

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

3) In 1999, the increase in reserves is due to the inclusion and increase in ownership interest from the Saga acquisitioTcree$69 oil reserves is due to an increase in
interest in the Visund field from 12.6 to 16.1 percent.

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

5 Reserve estimates are made before royalties of approximately 8.8, 11.0 and 15.9 million barrels of oil equivalents foB 3891997, respectively.
6) In 1999, reserve estimates include 192.0 million barrels of oil equivalents from outside the Norwegian Continental Sheif, Uikgiflanada and Angola.
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Results of Operations for Oil and Gas Producing Activities

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

The "results of operations" should not be equated to net income since no deduction nor allocation is made for intessstrabsts, g
corporate overhead costs, and other costs. Income tax expense is a theoretical computation based on the statutormrtgivireje=ffaitt
to the effects of uplift and permanent differences only.

Norway International” Total

Amounts in NOK million 1999 1998 1997 1999 1998 1997 1999 1998 1997
Sales to unaffiliated customers 4,687 2,173 2,345 1,085 223 7 5,772 2,396 2,352
Intercompany transfers 10,320 6,934 9,523 - - - 10,320 6,934 9,523
Total revenues 15,007 9,107 11,868 1,085 223 7 16,092 9,330 11,875
Operating costs and expenses:

Production costs 3,142 2,158 1,999 171 165 3 3,313 2,323 2,002
Exploration expenses 670 775 530 531 446 256 1,201 1,221 786
Depreciation, depletion and amortization 4,881 3,006 2,794 673 169 5 5,554 3,175 2,799
Total expenses 8,693 5,939 5,323 1,375 780 264 10,068 6,719 5,587
Results of operations before taxes 6,314 3,168 6,545 (290) (557) (257) 6,024 2,611 6,288
Current and deferred income tax expense (4,576)  (1,934) (4,694) 93 180 86 (4,483) (1,754) (4,608)
Result of operations 1,738 1,234 1,851 (197) (377)  (171) 1,541 857 1,680
" Includes UK.

Standardized Measure of Discounted Future Net Cash Flows and Changes Therein
Relating to Proved Oil and Gas Reserve@naudited)

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

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

The individual components of future net cash flows shown below were computed using prices, production costs,
development costs, royalty levels, foreign exchange rates, statutory tax rates and estimated proved reserve quantities at t
respective year ends.
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STANDARDIZED MEASURE OF DISCOUNTED FUTURE NET CASH FLOWS

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

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

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

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

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

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

Norway International ‘Total
Amounts in NOK 1999 1998 1997 1999 1998 1997 1999 1998 1997
Average Sales Price
crude oil (per barrel) 143.9 93.5 135.1 157.7 72.3 - 144.7 93.5 135.1
natural gas (per cubic feet) 166 1.98 1.97 1.84 - - 1.65 1.98 1.97
Average production cost (per boe) 22.6 20.3 17.9 23.6 35.2 - 22.4 20.5 17.9
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Schedule VIII - Valuation and qualifying accounts
and reserves

(Amounts in NOK million)

Additions
Balance at Charged to costs Charged to Balance
beginning of and expenses other accounts Deductions at end
Description period (Note 1) (Note 2) of period
Year ended 31 December, 1999:
Allowance for doubtful accounts 650 302 (22) 139 792
Restructuring allowance - 188 3 - 191
Environmental accruals 1,378 532 591 255 2,246
Year ended 31 December, 1998:
Allowance for doubtful accounts 520 243 30 143 650
Restructuring allowance - - - - -
Environmental accruals 1,094 320 17 53 1,378
Year ended 31 December, 1997:
Allowance for doubtful accounts 514 142 25 161 520
Restructuring allowance 21 - - 21 -
Environmental accruals 768 348 17 39 1,094
Note 1: Includes amounts recognized in business combinations and foreign currency translation adjustments.

Note 2:  Deductions primarily represent uncollectible accounts charged against the allowance for doubtful accounts and
expenditures related to and reductions of restructuring allowances and environmental accruals.
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GLOSSARY

Terms Relating to the Group's Businesses and Operations

Term Definition

ADR American Depositary Receipt, evidencing a specified number of ADSs
ADS American Depositary Share, representing one deposited Ordinary Share
AN Ammonium nitrate fertilizer

bbls Barrels of crude oil, including NGLs

boe Barrels of oil equivalents

boed Barres of oil equivalents per day

bscf billions standard of cubic feet

CAN Calcium ammonium nitrate fertilizer

Company Norsk Hydro ASA

CO, Carbon dioxide

Hydro / The Group The Company and its consolidated subsidiaries

DAP Diammoniumphosphate fertilizer

Deposit Agreement Deposit Agreement, dated as of 3 January, 1986, as amended and restated as of

1 October, 1987, among the Company, the Depositary and the holders of ADRs
from time to time

Depositary Morgan Guaranty Trust Company of New York, as depositary of ADSs

EDC Ethylene di chloride

kWh Kilowatt hour

MAP Monammonium phosphate fertilizer

mcf Thousands of cubic feet of natural gas

NGLs Oil and gas condensate and natural gas liquids

NPK Complex fertilizers

Ordinary Share Ordinary Share, par value NOK 20 per share of the Company

proved oil and gas reserves The estimated quantities of crude oil, natural gas, and natural gas liquids which

geological and engineering data demonstrate with reasonable certainty to be
recoverable in future years from known reservoirs under existing economic and
operating conditions

proved developed olil Reserves that can be expected to be recovered through existing wells with existing
and gas reserves equipment and operating methods

proved undeveloped oil Reserves that are expected to be recovered from new wells on undrilled acreage, or
and gas reserves from existing wells where a relatively major expenditure is required for recompletion
PVC Polyvinyl chloride, a plastic raw material

scf standard cubic feet

Sm3 standard cubic meter

tonne One metric tonne (approximately 1,000 kilograms or 2,205 pounds)

TWh Terawatt hour (one billion kilowatt hours)

VCM Vinyl chloride monomer, the main raw material for PVC

VPS System The Norwegian Verdipapirsentralen. See "Changes in Securities and Changes in

Security for Registered Securities - Description of Ordinary Shares - The VPS System"
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