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Purpose

Creating a more viable society by
developing natural resources into
products and solutions in innovative
and efficient ways

Strategic direction

Strengthen position in low-carbon
aluminium

Diversify and grow in renewable energy

Ambitions

Lifting profitability and driving
sustainability — creating value for
all stakeholders

Sustainability

The basis for future position and profitability

Ambitions
Climate: Net-zero products, net-zero
company, contribute to net-zero society

Environment: Protect biodiversity and
reduce our environmental footprint

Society: Improve the lives and livelihoods
wherever we operate



https://www.hydro.com/
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About Hydro

Hydro is a leading aluminium and renewable energy company
committed to a sustainable future. Our purpose is to create
more viable societies by developing natural resources into
products and solutions in innovative and efficient ways.

Hydro is present throughout the global aluminium value chain,
from energy to bauxite mining and alumina refining, primary
aluminium, aluminium extrusions and aluminium recycling.
The company has 32,000 employees, at more than 140
locations in 40 countries, more than 30,000 suppliers, and
serves more than 30,000 customers around the world.

¢ Hydro Bauxite & Alumina represents the first two links of
the aluminium value chain through bauxite mining and
alumina refining.

* Hydro Aluminium Metal is a leading supplier of extrusion
ingots, sheet ingots, foundry alloys, wire rods and high-
purity aluminium with a global production network.

* Hydro Extrusions delivers tailored aluminium components
and solutions to customers around the world.

Hydro Energy is a major renewables producer, market
operator and developer of businesses for the energy
transition.

During 2022, Hydro continued to deliver on its 2025 strategy,
including further strengthening its low-carbon aluminium
position as well as maturing business opportunities within
new energy solutions. Hydro has long been recognized

as a leader in sustainability within its industry, and has
communicated firm ambitions on both climate, environment
and social.

REENIE

Countries
worldwide

Alumina
production

6.2

Employees
worldwide

Primary
production

T

199 BNOK

Up from 2021 (175 BNOK)

Extrusions sales volumes
Million tonnes

Hydropower
production

Mt 77
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Letter to stakeholders

Unique position in a new reality

Hydro entered 2022 on the back of the strongest aluminium
markets in decades following the aftermath of the Covid-19
pandemic. However, the year would soon be dominated by a
devastating war in Europe, an energy crisis, spiking inflation
and a global economic slowdown, including a significant fall

in aluminium demand. We are pleased to present Hydro’s
best financial result ever during what turned into a challenging
year.

The past year has once again shown us how fast things can
change in our business environment, how important it is to
be robust and resilient, and not to lose sight of the long-term
opportunities.

Our people are the foundation on which we are built
Hydro’s most precious asset is our workforce of 32,000 highly
skilled and engaged employees around the world. We see

a direct link between the health, safety and wellbeing of our
people, our performance culture, and the progress of our
strategic agenda.

Coming out of the pandemic, we have seen an encouraging
safety performance. The 2022 total recordable injury rate
(TRI) was 2.4, which is a strong improvement from 3.3 in
2021, and the lowest level ever reported in Hydro. The high-
risk incidents rate (HRI) improved to 0.8 in 2022, compared
with 1.4 the previous year. We cannot rest though. Ensuring a
safe work environment is a continuous job, which needs focus
and attention by everyone, every day, at every shift.

A record year and a solid basis to meet uncertainty and
pursue opportunities

In a turbulent year, we benefitted from our strong cost position
and our improvement efforts as well as from the high prices
for aluminium and energy. We delivered record results in
2022, with an adjusted EBITDA of NOK 39.7 billion and a
corresponding return on capital (RoaCE) of 22.2 percent, well
above our target of 10 percent over the cycle.

Much of this is attributed to our organization’s solid
improvement drive. In 2019, we launched an ambitious
improvement program, delivering improvements of NOK 7.3
billion annually by 2023. Last year we reached our target well

ahead of schedule and decided to increase our improvement
ambitions to NOK 10 billion by 2025 and NOK 11 billion by
2027.

We also raised our commercial target by NOK 0.5 billion,
already materializing in the form of greener products, better
product mix, higher margins and market share growth, aiming
to improve results with NOK 3 billion by 2027.

Our low and robust cost positions are on the thirtieth
percentile within alumina and at the seventeenth percentile in
aluminium, with ambitions to further improve. In an industry
seeing a steeper cost curve, this can enable improved margin
generation going forward.

A competitive shareholder return is important to ensure

that Hydro remains attractive to investors. We are pleased
to convey that the Board of Directors proposes to allot 62
percent of adjusted net income in 2022, as a combination of
dividends and share buybacks.

Megatrends present new challenges and opportunities
Going forward, we see two megatrends which will have a
great impact on our business environment, posing new risks,
but also opportunities.

First, we see a new geopolitical reality with increased rivalry
between powers, weaker global institutions, a decline in
trust and increased polarization within societies. This may
have a significant impact on the global economy affecting
trade, economic cooperation, supply chains and global
development.

The vulnerability in global supply chains was revealed by the
pandemic and is further amplified by the Russian invasion

of Ukraine. In our view, proven long-term security of supply,
affordability and access to energy, minerals and strategic
materials will become an increasingly important strategic
advantage.

Secondly, amid all the uncertainty going forward, one thing
seems certain, we see higher climate ambitions and greater
attention to sustainability. These are being turned into
stronger regulations and business commitments, and higher
expectations to the industry among politicians and regulators.
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This is most noteworthy though among customers, investors
and financiers, and current and potential new employees.

The current energy crisis has demonstrated how crucial
access to affordable renewable energy is for society and
industry to succeed with the green transition. Markets are
increasingly concerned about how products are made, and
we expect sustainability frontrunners to be appreciated and
preferred.

We are not only committed to contributing to change, but we
are also committed to drive change. More importantly, we
increasingly see sustainability as our path to profitability. We
continue to pursue our strategy to strengthen our position

in low-carbon aluminium, as well as growing in new energy
solutions.

Shaping and serving the markets for greener products
The transition towards net-zero emissions is expected to be
a key driver for aluminium demand towards 2030. Even in

a challenging market, we expect 2.8 percent annual growth
towards 2030, of which a large part is coming from the
automotive segments. Demand for recycled aluminium is
expected to grow at double the rate with an annual growth at
5.4 percent.

It is encouraging that demand for low-carbon primary
aluminium is accelerating and set to outpace the rest of the
market at a 20 percent annual growth rate from 2022 to 2030.
In fact, we expect greener and recycled aluminium to make
up a majority of the EU and North American market by 2030.

In order to successfully deliver on our decarbonization
strategies and achieve our ambitions on shaping the

market for low and near-zero carbon aluminium, we have
teamed up with frontrunners in the value chain to develop
creative, innovative and sustainable solutions. The strategic
partnerships with Mercedes-Benz and Polestar, and window
solutions provider VELUX, enable smarter solutions with a
lower-carbon footprint.

In Extrusions, we grow together with our customers,
particularly in the automotive market segment, and have
positioned Hydro CIRCAL to be the standard bearer in
building and construction. The decisions to build new
extrusion presses in Szekesfehervar (Hungary), Rackwitz
(Germany) and Tender (Denmark), together with the
acquisition of German building systems and extrusion

business Hueck, are firm steps to strengthen our position in
important European growth segments within automotive and
construction.

Commitment to zero-emission aluminium

To strengthen our position, we aim to demonstrate not

only ambitions and targets related to sustainability, but real
deliverables which have a positive impact for the climate, the
environment and the society at large.

We are pleased to see that the green transition is indeed on
its way. The fuel switch projects, changing energy sources
from fuel oil and coal to natural gas and electricity at our
alumina refinery Alunorte, are progressing well. It is especially
encouraging that the significant reductions of greenhouse gas
emissions go hand in hand with reduced operating costs. In
parallel, we are developing and maturing the technologies
needed to reach net-zero greenhouse gas emissions in 2050
or earlier.

For existing primary aluminium plants, we aim to eliminate
emissions through carbon capture and storage (CCS), and
are currently running test projects to verify the efficiency at
selected plants.

For new primary aluminium capacity, Hydro’s technologists
have worked for the past six years to develop a breakthrough
zero-emission technology, the proprietary HalZero. We aim
to construct a test facility to further mature the technology
concept, with a bold aspiration to deliver our first batch of
HalZero aluminium by 2026. Once CCS and HalZero are in
place, it is finally realistic to speak of zero-emission primary
aluminium.

In addition, recycling will play a vital role in the transition
towards a low-carbon economy. For us, recycling represents
an opportunity for new profitable growth. Furthermore,
recycling of post-consumer scrap is reducing the carbon
content in the products we bring to the market. We are
excited that Hydro produced its first prime quality, near-zero
aluminium based on recycling of 100 percent post-consumer
scrap in 2022.

We are encouraged by higher demand for recycled
aluminium, strong margins and attractive returns, and have
a comprehensive project pipeline. Last year, we made the
decisions to establish new recycling capacity at Cassopolis,
Cressona and Henderson in the US, Rackwitz in Germany,

Adjusted RoaCE

Free cash flow

14.0

BNOK

Adjusted
EBITDA
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and Szekesfehervar in Hungary, together with our bid to
acquire the Polish recycling company Alumetal. These
are important steps for implementing our profitable growth
ambitions.

In addition to addressing own emissions, Hydro has launched
a new target to reduce upstream Scope 3 emissions per
tonne aluminium delivered to the market by 30 percent by
2030. These are emissions produced by our suppliers, and
the target will be reached mainly through greener sourcing of
raw materials and metals.

Growing in new energy

Availability of renewable power is more critical than ever to
meet global climate targets. For Hydro, the contribution of
Hydro Rein to bring forward more power production is crucial.
Hydro Rein has made significant progress during the last year
and is now executing four projects with contracted revenues
amounting to USD 2.7 billion. We continue our active process
for raising external capital for Hydro Rein.

Hydro Rein and Hydro Havrand are working together with the
respective business areas to contribute to strengthening their
position in low-carbon aluminium through renewable sourcing
and decarbonization. Through Hydro Havrand, we aim to
produce green hydrogen that may replace the use of natural
gas in our own production and help external customers
decarbonize their hard to abate emissions.

We continue to pursue our ambition to take an active part

in batteries and energy storage solutions. Through our 30
percent stake in the graphite producer Vianode, we are taking
a role in the production of more sustainable raw materials

for electric vehicle batteries. The synthetic graphite materials
from Vianode will be produced with up to 90 percent lower
CO, emissions than today’s standard materials.

Europe’s largest electric vehicle battery recycling plant,
HydroVolt, a 50/50 joint venture between Hydro and Swedish
EV battery producer NorthVolt, has now been in commercial
operation for almost a year.

Driving sustainability: Future-proofing our company

It is fundamental for every business to know its impact on
nature and people, and to protect and uphold human rights
in local operations as well as in global supply chains. This
contributes to the health and livelihoods of people and
communities in times of transition.

Responsible businesses will less likely waste time and
resources on crisis and conflict, and more likely get access to
new projects, new markets, the most attractive partners and
win the battle for the best employees.

Hydro has a 117 year history of partnerships in the
communities we are a part of and base our company on

our values of Care, Courage and Collaboration. We are
committed to invest in education, support just transition by
contributing to economic and social development in societies
where we operate, and ensure transparency and responsible
business practices in our supply chains.

In 2022, we were especially proud to open the new technical
school in Barcarena, also benefiting Hydro by expanding and
qualifying the local workforce. We also continue to support
the long-term collaborative platform Sustainable Barcarena
Initiative. Programs for local entrepreneurship, education,
health and environmental initiatives.

We have also seen that by educating our suppliers in Para,
we are not only ensuring that our own supply is sourced
responsibly, we also enable our suppliers to grow and
become preferred suppliers to other businesses in Brazil. This
is truly a win-win situation for both Hydro and society.

Working to improve industry standards for human rights,
transparency and responsible production, we are engaging
with a range of international organizations. We are also

a signatory member of the UN Global Compact and a
committed member of the Aluminium Stewardship Initiative
(ASI).

On the environmental side, we are committed to reducing
the footprint of our mining operations, rehabilitate forests and
protect biodiversity, and to eliminate landfilling of recoverable
waste by 2040.

Well positioned for future value creation

Facing a more unpredictable global economy and an urgent
need to drive the green transition, Hydro is well positioned
to navigate through turbulence in the short-term without
losing sight of our strategic positioning for the long-term
opportunities.

We have a highly skilled and motivated workforce, low and
robust cost positions with ambitions to improve, a pathway
to net-zero aluminium products through targeted technology

development, strong market positions and a portfolio of
profitable growth projects. We also have ambitious and
concrete sustainability targets integrated in our business
strategy and operations.

This is all supported by a solid financial framework,
ensuring financial strength and flexibility, while also enabling
competitive shareholder distribution.

On this basis, we believe Hydro has a unique position to
create value in a new reality, developing industries that
matter.

/] . v o -
Dag Mejdell Hilde Merete Aasheim
Chair President and CEO
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Key events in 2022

February

Hydro invests in carbon
capture company Verdox
to eliminate emissions from
aluminium production
Read more

April

New aluminium recycling plant
in Cassopolis, U.S. will bring
local jobs and lighter vehicles
Read more

Hydro announces tender offer
for 100 percent of the shares
of the Polish recycler, Alumetal
S.A.

Read more

July

Hydro Rein and partners sign
PPA, and start construction
activities at the Mendubim
solar project in Brazil

Read more

Hydro publishes green and
sustainability linked financing
framework

Read more

Hydro Alunorte completes
construction of technical
school in Barcarena, Brazil
Read more

Second quarter 2022: Record
results and shareholder
distribution

Read more

September

Vianode invests NOK 2 billion
in battery materials plant in
Norway

Read more

Hydro in Sweden accelerates
transition to 100 percent
renewable energy

Read more

Hydro responds to reduced
aluminium demand, partially
curtails production

Read more

VELUX Group partners with

Hydro to cut carbon emissions

in its products
Read more

November

Hydro Rein and Commerz
Real to develop 362 MW solar
projects in Denmark

Read more

Successful placement of new
sustainability linked bonds
Read more

March

Hydro will not enter into
new contracts with Russian
counterparts
Read more

Alunorte alumina
first electric boiler
Read more

May

Hydro produces first near-zero
aluminium in Clervaux
Read more

Hydro to invest NOK 320
million in Karmay aluminium
smelter

Read more

Europe’s largest electric
vehicle battery recycling plant
begins operations

Read more

plant fires up

August

Hydro to invest NOK 500
million in recycling at Cressona,
Pennsylvania facility

Read more

October

Hydro invests BRL 590 million
in Paragominas
Read more

Hydro completes construction
of social center in Para State,
Brazil

Read more

Slovalco will stop primary
aluminium production

Read more

December

Hydro acquires Hueck building
systems and extrusion
business in Germany

Read more

Hydro partners with Mercedes-
Benz on road to CO, neutrality
Read more

Hydro invests in new
automotive press in Hungary
Read more

Onshore wind project will
develop industry in Hayanger
and Sunnfjord

Read more


https://www.hydro.com/en-NO/media/news/2022/hydro-invests-in-carbon-capture-company-verdox-to-eliminate-emissions-from-aluminium-production/
https://www.hydro.com/en/media/news/2022/hydro-will-not-enter-into-new-contracts-with-russian-counterparts/
https://www.hydro.com/en/media/news/2022/alunorte-alumina-plant-fires-up-first-electric-boiler
https://www.hydro.com/en/media/news/2022/new-aluminium-recycling-plant-in-cassopolis-u.s.-will-bring-local-jobs-and-lighter-vehicles
https://www.hydro.com/en/media/news/2022/norsk-hydro-announces-tender-offer-for-100-of-the-shares-of-the-polish-recycler-alumetal-s.a
https://www.hydro.com/en/media/news/2022/hydro-produces-first-near-zero-aluminium-in-clervaux
https://www.hydro.com/en/media/news/2022/hydro-to-invest-nok-320-million-in-karmoy-aluminium-smelter
https://www.hydro.com/en/media/news/2022/europes-largest-electric-vehicle-battery-recycling-plant-begins-operations
https://www.hydro.com/en/media/news/2022/hydro-rein-and-partners-sign-ppa-and-start-construction-activities-at-the-mendubim-solar-project-in-brazil/
http://hydro.com/en/media/news/2022/hydro-publishes-green-and-sustainability-linked-financing-framework/
https://www.hydro.com/en-AR/media/news/2022/hydro-alunorte-conclui-a-construcao-de-escola-de-trabalho-e-producao-do-para
https://www.hydro.com/en/media/news/2022/second-quarter-2022-record-results-and-shareholder-distribution-uncertain-markets
https://www.hydro.com/en/media/news/2022/vianode-invests-nok-2-billion-in-battery-materials-plant-in-norway/
https://www.hydro.com/en/media/news/2022/hydro-in-sweden-accelerates-transition-to-100-percent-renewable-energy
https://www.hydro.com/en/media/news/2022/hydro-responds-to-reduced-aluminium-demand-partially-curtails-production/
https://www.hydro.com/en/media/news/2022/velux-group-partners-with-hydro-to-cut-carbon-emissions-in-its-products
https://www.hydro.com/en/media/news/2022/hydro-acquires-hueck-building-systems-and-extrusion-business-in-germany
https://www.hydro.com/en/media/news/2022/hydro-partners-with-mercedes-benz-on-road-to-co2-neutrality
https://www.hydro.com/en/media/news/2022/hydro-invests-in-new-automotive-press-in-hungary
https://www.hydro.com/en/media/news/2022/onshore-wind-project-will-develop-industry-in-hoyanger-and-sunnfjord
https://www.hydro.com/en/media/news/2022/successful-placement-of-new-sustainability-linked-bonds
https://www.hydro.com/en/media/news/2022/hydro-to-invest-nok-500-million-in-us-recycling-at-cressona-pennsylvania-facility
https://www.hydro.com/en/media/news/2022/slovalco-will-stop-primary-aluminium-production/
https://www.hydro.com/en/media/news/2022/hydro-rein-and-commerz-real-to-develop-362-mw-solar-projects-in-denmark2
https://www.hydro.com/en/media/news/2022/successful-placement-of-new-sustainability-linked-bonds
https://www.hydro.com/en/media/news/2022/hydro-invests-brl-590-million-in-paragominas/
https://www.hydro.com/en/media/news/2022/hydro-completes-construction-of-social-center-in-para-state-brazil/
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Strategic direction and key developments

Unique position in a new reality

Hydro is a leading industrial company committed to a
sustainable future and to creating industries that matter.
Hydro’s ambition is to strengthen its position in terms of
profitability and sustainability, thereby increasing long-term
value for our stakeholders and improving lives and livelihoods
where we operate. Our main priority remains providing a
healthy and safe work environment for our people.

The strategic direction toward 2025 focuses on two key
areas: strengthening the company’s position in low-carbon
aluminium and growing in new energy. The strategy leverages
our competitive advantage to seize opportunities within the
current megatrends and the market’'s growing demand for
low-carbon aluminium.

The initiatives within both areas of Hydro’s 2025 strategy
support the achievement of our main profitability target of

10 percent RoaCE over the cycle. Hydro’s track record

of industrial development, close customer collaboration,
combined with an integrated commercial and sustainability
strategy, provide a solid foundation for the future. Hydro’s
ambition is to be an industry leader in low-carbon aluminium.

Increasing demand for greener aluminium

Global megatrends such as sustainability, electrification, and
urbanization support the growing demand for aluminium and
renewable energy. Aluminium with a lower-carbon footprint is
seen as an important enabler for the green transition. Hydro’s
customers across industry sectors such as transportation,
construction, packaging and electrical are setting ambitious
decarbonization targets. Low-carbon aluminium is a key lever
to reduce Scope 3 emissions for these industries.

In addition, the political and regulatory landscape supports
aluminium demand. The European Green Deal has a goal
of reducing CO, emissions by 57 percent by 2030. Itis a
catalyst for a restructuring of the energy market toward
renewable sources.

The demand for aluminium in our main markets is expected
to grow at around 3 percent annually until 2030. Low-carbon
aluminium demand is expected to outpace the rest of the
market, with a current estimate of 20 percent compound

annual growth rate (CAGR) from 2022 to 2030. External
consultants expect low-carbon and recycled aluminium will
make up a majority of the EU and American markets in 2030.

Around 70 percent of Hydro’s primary aluminium production
capacity is based on renewable electricity, producing
aluminium with a carbon intensity around 25 percent of the
world average, placing our primary aluminium production
among the most carbon efficient in the world. Hydro is
constantly working to develop aluminium alloys with a low-
carbon footprint. Currently, Hydro offers two types of low-
carbon aluminium through our Hydro CIRCAL and Hydro
REDUXA material brands.

Hydro CIRCAL is a range of products made with a minimum
of 75 percent recycled, post-consumer scrap aluminium.
Using recycled aluminium, Hydro drastically reduces energy
use and our CO, footprint in the production phase, while still
offering high quality aluminium.

Hydro REDUXA is our low-carbon aluminium. Using
renewable energy sources like hydro and wind power during
production, Hydro has reduced the carbon footprint per kg
of aluminium to just 4.0 kg (less than a quarter of the global
average).

Hydro’s strong extrusions market positions and close
customer relationships, support our margins and growth
ambitions in key segments. Hydro’s innovative solutions are
also increasing the substitution potential of aluminium and
creating new markets.

Hydro’s decarbonization path and climate initiatives
Hydro has the ambition of achieving net-zero greenhouse gas
emissions (Scope 1 and 2) by 2050 or earlier.

Hydro is pursuing three decarbonization pathways to further
reduce the carbon footprint of aluminium. To secure the value
of existing smelters, Hydro is developing carbon capture and
storage (CCS) solutions that can be retrofitted into existing
aluminium plants. Hydro is collaborating with the technology
provider Verdox. The first technology test was successfully
completed in 2022, and a second test is planned to start in
early 2023.

Our strategic direction

%

Strengthen our position in
low-carbon aluminium
and metal recycling

Diversify and grow
in new energy

We are taking the lead

Global megatrends requires
low-carbon solutions

Sustainability Decarbonization
Circular economy

Electrification Energy transition
E-mobility

Urbanization Smart housing
Infrastructure
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Another pathway more suited for greenfield smelters is
Hydro’s proprietary HalZero technology. This is technology
based on converting alumina to aluminium chloride prior to
electrolysis in a process where chlorine and carbon are kept
in closed loops, resulting in a fully decarbonized process.
Hydro aims to deliver the first zero-carbon primary aluminium
from the HalZero industrial pilot plant by 2026.

Recycling post-consumer aluminium, is a third and faster
pathway to zero-carbon aluminium. Using 100 percent post-
consumer scrap, Hydro will be able to produce near-zero
carbon products at a competitive abatement cost. In 2022,
Hydro produced its first near-zero aluminium based on 100
percent recycled post-consumer scrap.

The main short-term contributor is the the Alunorte fuel

switch project, which will replace heavy fuel oil with natural
gas at the Hydro Alunorte alumina refinery in Brazil. The fuel
switch will reduce the refinery’s annual CO, emissions by
700,000 tonnes when completed. The project started in the
first quarter of 2022, and is expected to be in operation during
the second half of 2023. In addition, Hydro is installing three
electrical boilers at Alunorte powered by renewable energy to
replace the current coal fired boilers. The first boiler is already
operational, and the second and third boilers are expected

to be operational in 2024. These initiatives will result in a
reduction of around 1.1 million tonnes CO, emissions from
the Alunorte alumina refinery.

We provide products produced with low emissions

Kilos of CO2e emmissions per kilo aluminium

20.3
Hydro Hydro
CIRCAL REDUXA
8.6
6.7
5.7
4.0
3.0
2.3
I
Hydro Hydro Hydro Hydro Primary Primary Primary Primary
CIRCAL CIRCAL REDUXA REDUXA Primary produced  consumed world China
100R 75R 3.0 4.0 Extrusion in Europe in Europe global average
ingots average average average
Europe

Hydro continues to strengthen its climate ambitions in 2022,
launching targets to reduce upstream Scope 3 emissions
per tonne aluminium delivered to the market by 30 percent
compared to our 2018 baseline emissions. The Scope 3
target will mainly be achieved by purchasing metal with a
low-carbon footprint, and reflects our growth ambitions in
recycling and extrusions.

Key steps to strengthen low-carbon aluminium position
Over the past year, Hydro has seen an increased demand
for our low-carbon brand products Hydro CIRCAL and Hydro
REDUXA. Sales of our two low-carbon brands have grown
by 65 percent since 2021. Hydro has the capacity to triple
Hydro CIRCAL sales volumes and double volumes of Hydro
REDUXA in the mid-term.

Hydro continues to work in strategic customer partnerships
to shape the market for low and near-zero carbon aluminium.
The objective is to contribute to reducing the climate impact
of our customers by utilizing the full potential of aluminium as
a low-carbon solution. In 2022, Hydro formed a new strategic
partnership with Mercedes-Benz, and will deliver REDUXA
3.0 (defined as below 3.0 kg CO, / kg Al from mine to metal)
to a range of Mercedes-Benz models in 2023, ultimately
reducing the carbon footprint of the vehicle.

Increasing demand for greener products, improved product
mix, higher margins and market share growth, have
supported Hydro’s 2025 commercial ambition of NOK 2.5
billion in EBITDA improvements. Towards 2027, Hydro aims
to further increase the commercial ambition by NOK 0.5
billion to NOK 3 billion.

Extrusions, defined as a strategic growth area in Hydro, has
successfully improved their business over the last years and
is on track to realize their 2025 target EBITDA of NOK 8
billion, despite current market volatility. Extrusions continues
to position itself for future growth through key investments.

In 2022, Extrusions invested in around 55,000 tonnes of new
press capacity through investments across the portfolio, in
addition to the EUR 63 million acquisition of Hueck building
systems and extrusion business. The acquisition will
strengthen Hydro’s presence in Germany and other European
markets, and create a solid platform for further growth of the
combined businesses.

Recycling is an important enabler to strengthen Hydro’s
position in low-carbon aluminium. Key investments into
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Global aluminium demand from green transition

In million tonnes

2022 2023 2024 2025 2026 2027 2028

additional recycling capacity have been announced in

2022, increasing capacity by 335,000 tonnes, including the
proposed acquisition of Polish recycler, Alumetal S.A. Hydro
is well on track to deliver on the ambition to double the 2020
post-consumer scrap usage by 2025. The recycling EBITDA
growth target towards 2025 has been raised by NOK 0.5 to
NOK 2.6-3.0 billion. The ambition has also been extended
to 2027 with an additional NOK 0.5 billion, resulting in a total
ambition of NOK 3.1-3.5 billion.

The improvement program is important to maintain Hydro’s
competitive cost curve positions. In 2022, Hydro increased
the improvement target for 2025 from the original target of
NOK 8.5 billion to NOK 10 billion by 2025, and NOK 11 billion
by 2027.

Further strengthening sustainability strategy

Hydro’s environment strategy is to minimize impact across
our operations. Hydro has an ambition to achieve no net loss
of priority biodiversity in all new projects and has set a target
to eliminate landfilling of recoverable waste by 2040 across
our operations.

Hydro’s mining operations have a target of 1:1 rehabilitation
of areas mined and released for rehabilitation, which is

B Wind farms
Solar panels

m HEVY

mEVY

m PHEV"

" Electrical vehicles (EV), hybrid electrical
vehicle (HEV), plug-in hybrid electrical
vehicle (PHEV)

2029 2030

on track. In 2023, Hydro will rehabilitate an additional 100
hectares in its legal reserve, which comprises degraded land
not impacted by Hydro operations. For bauxite residue, Hydro
has a target to eliminate the need to build new permanent
storage facilities by 2050 and a target to utilize 10 percent of
bauxite residue generation from 2030. This is supported by

a project with the technology company Wave Aluminium, to
potentially build a pilot plant at Hydro Alunorte to process 50kt
of bauxite residue per year, extracting metals from bauxite
residue.

Hydro’s social ambition is to improve the lives and livelihoods
wherever the company has operations. To date, Hydro has
provided education to around 157,000 people and has an
ambition to provide quality education to 500,000 people

by 2030. In addition, Hydro has invested in building social
centers in Para and a technical school in Barcarena.

Hydro has an ambition of zero fatal accidents and life
changing injuries, and to provide safe and healthy
workplaces. In 2022, there were zero fatalities and one life
changing incident, while our overall recordable injury rate was
at the lowest level ever reported in Hydro.
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Value creation across the
energy space going forward

. Expanded footprint in the Nordics

in terms of power and market
operations, projects, and sourcing

. Sourcing and management of

power and fuels for Hydro opera-
ting assets across geographies

. Hydro Rein successfully

established as separate company
with external capital and partners

. Hydro Havrand developing

portfolio, with external capital
and partners delivering speed
in green fuel switch in industries
and transport

. Preferred partner for industrializ-

ing sustainable battery material
businesses in Europe

Grow in new energy

Building on 117 years of hydropower production, Hydro is in a
strong position to seize growth opportunities within renewable
energy to support the decarbonization of Hydro and other
energy intensive industries. These areas include hydropower,
solar and wind power, green hydrogen, batteries and energy
solutions.

Hydro Rein

Hydro Rein was established as a company in 2021,

building on Hydro’s strong position in the energy markets
and renewable energy operations, including a strong track
record in structuring power purchase agreements tailored
for industrial offtake. Hydro Rein supports Hydro and other
industrial companies to decarbonize, offering certified
renewable power and industrial scale solutions to improve
energy efficiency, reduce emissions and cut costs, such as
onsite generation, energy efficiency, energy storage and
flexibility management. The company is a full scale developer
in the wind and solar space, focusing on minority positions in
projects in the Nordics and Brazil.

Hydro Rein has made significant progress during 2022. The
company is currently executing four projects with a total
installed capacity of 1.7 GW, in Mendubim, Feijdo and Boa
Sorte in Brazil, and Stor-Skalsjon in Sweden. The projects

in Brazil are some of the largest renewable energy sites
under construction in Brazil, and are important enablers

to decarbonize Alunorte and reach Hydro’s target of a 30
percent CO, reduction by 2030. Contracted revenues for the
four projects (PPAs) amount to approximately USD 2.7 billion
total nominal value.

In the near term, Hydro Rein will strengthen its focus on
early phase projects for industry purposes in the Nordics.
The company is maturing solar power projects in Denmark,
onshore wind projects in Sweden and onshore and offshore
wind projects in Norway. These projects are being developed
in strategic partnerships with other industrial players. Hydro
Rein also has a large portfolio of complementary projects at
Hydro sites around the world.

Hydro Havrand

Hydro Havrand was established as a company in 2021. Lever-
aging Hydro’s 3 GW potential offtake, industrial competence
and energy expertise, Hydro Havrand will offer competitive
green hydrogen to third party industries and evolving hydrogen
markets such as heavy duty trucking and maritime.

Green hydrogen will be vital in order to decarbonize Hydro’s
industrial activities. Previously communicated projects include
a 5 MW green hydrogen pilot project at Hydro’s Hayanger
smelter in Norway. Hydro Havrand and Aluminium Metal

are maturing the project, which is pending funding support
from Enova. If the pilot is successful, it will enable aluminium
production with close to zero CO, emission. Hydro Havrand is
currently maturing projects in Norway and internationally.

Batteries

Over the past year, Hydro has developed a more focused
battery strategy concentrating on growing within sustainable
battery materials mainly in Europe.

The Hydrovolt battery recycling operations in Norway has
started production and received large interest from both
the EU and OEMs in Europe. The company is exploring an
expansion of recycling capacity within Europe, with a long-
term ambition to recycle 50,000 tonnes of battery packs
by 2025 and 200,000 tonnes of battery packs by 2030,
equivalent to approximately 150,000 EV batteries in 2025,
and 400,000 in 2030.

In addition, Hydro Batteries has acquired a 30 percent

share in Vianode, a company jointly owned with Elkem and
Altor, offering sustainably produced, battery grade synthetic
graphite with more than 90 percent lower embedded CO,
emissions compared to conventional production. Commercial
production is expected to start in 2024.



Introduction

Our business
Performance review
Governance
Sustainability
Financial statements

Appendices

D)

Hydro

© Hydro 2023

Financial ambitions

Lifting cash flow, delivering higher returns

Hydro’s financial ambition is to lift cash flows and generate
capital and shareholder returns through a combination

of longer-term financial priorities supported by near-term
financial targets. At the same time, Hydro aims to differentiate
through its strong sustainability position and to develop
businesses where megatrends match Hydro’s capabilities.

Supported by increasing interest from regulators, customers
and financial markets, Hydro firmly believes that leading in
sustainability is a strong foundation for our long-term license
to operate and a key driver for long-term profitability. By
emphasizing climate, environment, integrity and social
responsibility, as well as by developing greener business and
product offerings, Hydro will reduce risks and create new
profitable opportunities.

Hydro has developed a framework that establishes clear
priorities to lift cash flow and returns.

Improvement
program and
commercial ambition

Strategic
growth
initiatives

Lifting
cash flows
toward
2027

Operating capital
ambitions

Stategic hedging
and contingency
measures

Capex
optimization

Profitability roadmaps

Hydro has a target to achieve an adjusted return on average
capital employed (RoaCE) of 10 percent over the course of a
business cycle due to industry cyclicality. Short-term RoaCE
targets includes an additional stretch on top of the 10 percent
RoaCE target in strong markets.

Cost of capital and RoaCE targets are differentiated for each
business area as risk and volatility of earnings, and cash
flows in the underlying business activities differ.

Hydro’s main efforts to realize targeted capital returns are
summarized in the full value creation framework. The
framework includes three levers all underpinned by Hydro’s
sustainability agenda: the improvement program, commercial
ambitions and strategic growth initiatives.

Improvement program

In 2022, Hydro further increased its improvement program
target by NOK 1.5 billion to NOK 10.0 billion by 2025,
which includes a positive rebasing effect of NOK 0.7 billion.
Hydro also extended its improvement program to 2027 with
additional improvements of NOK 1.0 billion.

Improvement programs across the business areas are
focused on operational excellence, procurement savings and

fixed cost reductions. Operational excellence is key when

it comes to maximizing value creation from current assets,
and relies on the culture of continuous improvement and
good control over the influenceable parameters. Fixed cost
reductions are targeted through efficiency improvements
from robotization and automation as well as energy efficiency
improvements. The ambitions within procurement savings
have been further stretched following systematic efforts over
time. Improvements in all business areas include savings
related to increased efficiency within staff and support
functions, with Global Business Services (GBS) contributing
the most.

Commercial ambitions

The commercial ambitions focus on market and customer-
driven growth opportunities within the current portfolio.
Hydro has a commercial ambition to deliver NOK 2.5 billion
by 2025, and in 2022, Hydro extended its commercial
ambition to 2027, with an additional ambition of NOK 0.5
billion. Execution and success rely on market support and
customer demand, and are therefore less certain. The
commercial initiatives include new product development
in Aluminium Metal, market share gain and gross margin
improvement in Extrusions through optimized product mix,
increased sales of green products and higher production
capacity, as well as commercial activities in Bauxite &

Full value creation potential

%

Improvement

Maximizing value creation from
current assets/operations

Commercial
program initiatives

Pursuing market and customer-
driven growth opportunities

Growth and
strategic initiatives

Major changes in business
portfolio and/or stategic direction



Introduction

Our business
Performance review
Governance
Sustainability
Financial statements

Appendices

D)

Hydro

© Hydro 2023

Alumina to achieve higher premiums on alumina and
hydrate.

Growth and strategic initiatives

Growth initiatives represent larger changes in the business
portfolio. Hydro’s strategy is to diversify and grow within the
areas of recycling, and the new energy areas. These areas
are supported by the current megatrends as well as by
Hydro’s core industrial expertise.

Financial strength and flexibility

Hydro’s main strategy for mitigating risk related to volatility in
cash flow is to maintain a strong balance sheet, investment
grade credit rating and strong liquidity. At the same time
reducing the average cost position of production assets and
allocating capital in line with our strategic ambitions remain
a key priority. Hydro considers this crucial to navigate the
industry cycles, to be able to invest during cyclical downturns,
and to be able to access the capital markets at attractive
terms. In certain circumstances, derivatives may be used to
mitigate financial risk in the business area or group levels.

Currently, Hydro has a BBB rating with S&P Global and a
Baagd rating with Moody’s, both with a stable outlook.

Hydro uses the ratio Adjusted net (cash) debt to adjusted

EBITDA as the key indicator of balance sheet strength and
the ability to absorb volatility in the markets. The target is to

2027 accumulated improvement

Other Operational excellence

(NOK 0.5 billion) \ / (NOK 4.7 billion)

NOK

(NOK 3ovtc>)|||ﬁ<r:r:16) - 1 1 0

billion

Procurement /
(NOK 1.4 billion)

Fixed cost
(NOK 1.4 billion)

stay below two times during the cycle, which supports our
target to maintain an investment grade credit rating. In 2022,
Hydro introduced a supplementary guidance on targeted
Adjusted net debt of around NOK 25 billion over-the-cycle.
Given historical industry cyclicality, this means that the
Adjusted net debt will be below the target in the stronger parts
of the cycle, to be able to absorb the impact from industry
cycle downturns and maintain financial flexibility in periods of
adverse market conditions.

A strong liquidity position is considered critical to support
operations and investments through the industry cycle. In
addition to a robust cash position, our liquidity is supported
by revolving credit facilities, overdraft facilities and short-term
liquidity lines.

Hydro’s strategic hedge program is aimed at further
strengthening the company’s financial flexibility and
robustness. Using financial derivatives, the program seeks to
lock in strong upstream margins and secure cash flows. For
further details, see note 7.1 Capital management.

Clear principles for capital allocation

Hydro has clear priorities and guidelines for capital allocation.
Investments are evaluated using different scenarios for macro
and market development to support robustness in investment
decisions. Hydro also uses differentiated return requirements

to reflect the underlying risk and exposures in each project.

Hydro divides capital expenditures into three categories:
sustaining, return-seeking, and growth. The strategy is to
allocate more growth and return-seeking capital to the areas
with higher value generation potential, both from a profitability
and sustainability perspective. In addition, all the business
areas have been grouped into different strategic modes,
which impacts the capital allocation.

Investments are generally funded by Hydro cash generation
or debt, with each subsidiary being capitalized to serve its
own activity. The plan is to finance the Hydro Rein and Hydro
Havrand initiatives partly with external equity, either through
public listing or through private placement, reducing the
capital contribution from Hydro.

Hydro continues to optimize net operating capital levels
both in absolute terms and in days of revenue, with due
consideration given to the balance between capital release
and supply chain robustness. The company targets a net
operating capital release of NOK ~4 billion by the end of
2023.

Robust shareholder distribution

Hydro aims to provide its shareholders with a predictable
dividend and a competitive return compared with alternative
investments in similar companies. Hydro’s ambition is to
distribute a minimum of 50 percent of adjusted net income
attributable to Hydro shareholders as ordinary dividend over

2027 accumulated improvement potential by year
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the cycle, with a dividend floor of NOK 1.25 per share.

Share buybacks or extraordinary dividends will supplement
dividends during periods of strong financials, where Adjusted
net debt is below the NOK 25 billion target, with due
consideration being given to the commodity cycle and capital
requirements for future growth.

Sustainability position

Hydro’s sustainability position is becoming a strong
differentiator, also from a cost of capital advantage. To
benefit from the lower cost of capital enabled by sustainability
performance, Hydro published its green and sustainability-
linked financing framework in 2022. The framework is directly
linked to our medium to long-term sustainability strategy and
will provide an advantage in access to and cost of capital.

The EU taxonomy is a welcomed approach to providing
comparable financial data on green activities in the sector.
Hydro’s activities are partly covered by this, such as the
manufacturing of primary aluminium, secondary aluminium,
recycling, and renewable power generation. More information
is available in the Appendices.

Return requirements differentiated based on risk profiles

Strategic modes for business areas reflect global megatrends and high-return opportunities

B

Bauxite &
Alumina

Sustain and improve Sustain and improve

10-11%

L

Reflecting higher
capital intensity and
expected volatility

et

Aluminium
Metal

10-11%

L

Reflecting higher
capital intensity and
expected volatility

& o L

Metal Extrusions Energy’
Markets

(recyclers)

Selective growth Selective growth Selective growth

7-8% 7-8% 6—7%

L L L

Stable cash flows
from hydropower
assets in Norway

Recycling business with Lower required
lower required capital, capital, more stable
more stable margins margins

* Energy Classic: Hydro power and commercial activities in Energy, excluding new growth areas
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Hydro’s presence

Since 1905, Norway based Hydro has turned natural resources into valuable products for people and businesses, and today employs more than
32,000 people in more than 140 locations in 40 countries. Hydro owns and operates businesses and has investments with a base in sustainable
industries in a broad range of market segments for aluminium and metal recycling, and energy, renewables and batteries.

More than 30,000 customers worldwide

W40  fFa32 62 21 (13
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Hydro’s main inputs and outcomes

MAIN INPUTS

MAIN OUTCOMES

Bauxite resources

Water
Land clearance
Bauxite pipeline

Bauxite

Bauxite

Rehabilitated land

Tailings

Biodiversity impact

Robust balance sheet « Workforce, technology and R&D  Relations to local authorities and communities
« Environmental, social and economic impact in supply chain

Bauxite
Caustic soda
Lime

Water

Coal

Qil

Alumina

Alumina
Bauxite residue
GHG emissions
SO, emissions
NOx emissions

Text in italics reflects mainly negative impacts.

Land use
Water reservoirs

Hydropower

Flood control
Regulated watersheds
Biodiversity impact

Alumina
Aluminium fluoride
Electricity
Coke
Pitch
Water

Primary aluminium

GHG emissions
SO, emissions
Spent potlining

Primary aluminium

and wire rod
NOx emissions
Dross

« Community impact and stakeholder value ¢ Reputation

» Extrusion ingot

* Process scrap » Electricity
» Post-consumer scrap
« Natural gas
« NGL
Casting Extrusions Products
Recycling
+ Standard, sheet and extrusion
ingots, primary foundry alloys » Extruded solutions for building

and automotive industries,
consumer goods etc.
* Environmental impact

Income and shareholder value « Salaries, taxes and suppliers’ income ¢ Health & safety, job satisfaction and skills
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Business areas
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Hydro Bauxite
& Alumina

4,400

‘Employees

11.0

Million tonnes
bauxite production

6.2

Million tonnes
alumina production

Hydro Bauxite & Alumina

Operations

Hydro Bauxite & Alumina comprises our bauxite mining
activities in Paragominas and our 5 percent interest in
Mineracao Rio de Norte (MRN), both located in Brazil, as
well as our 94 percent interest in the Brazilian alumina
refinery, Alunorte. Hydro mines bauxite from Paragominas
using stripmining technology. It is sorted and crushed for
transportation as a slurry through a 244 kilometer long
pipeline, then refined into alumina at Alunorte. Bauxite from
MRN is transported to Alunorte by ship. In addition to our
equity interests in the MRN bauxite mine, Hydro has volume
offtake agreements for Vale’s 40 percent interest in MRN,
which amounted to 5.0 million mt in 2022. When operating at
full production capacity, Hydro has a long position in bauxite
of 3 million tonnes (assuming MRN produces 12.5 mt per
annum) and 2-3 million tonnes of alumina.

Cost and revenue drivers

The main cost drivers for bauxite are labor, maintenance and
consumables, electricity and fuel for mining equipment.
These account for around 75 percent of the cash cost of
mining activities. Labor, the largest cost factor, accounting for
about 30 percent, is influenced by Brazilian wage levels and
productivity developments. Maintenance and consumables
are influenced by inflation and operational efficiency.

The main cost drivers for alumina refining are bauxite, energy
and caustic soda. These represent around 85 percent of cash
costs. Energy costs are a mix of fuel, coal and electricity,

and account for about 40 percent of the total costs. Caustic
soda represents around 15 percent of cash costs. Bauxite
purchases from Paragominas, and those made under offtake
agreements from MRN, are based on prices partly linked to
the London Metal Exchange’s (LME) prices and to alumina
market prices.

Strengthen low-carbon aluminium position

Hydro Bauxite & Alumina is working to improve its position on
the alumina industry cost and carbon curves, with Alunorte
targeting to move from the first quartile of alumina refineries
in terms of carbon intensity, to the first decile by 2025. To
reach the targets for greenhouse gas emissions reductions,

Hydro aims to replace fuel oil with liquid natural gas at the
Alunorte alumina refinery in 2023, and install two more
electrical boilers that use renewable electricity in 2024. This
will enable the growth in sales of low-carbon alumina and
aluminum, at an expected growing premium. See the section
on Climate Change for more detail.

Hydro Bauxite & Alumina aims to further strengthen their
position on the alumina cost curve, through delivering NOK
1.1 billion in operational and commercial improvements in the
period 2023-2027.

To reduce the environmental impact of our operations,
Hydro’s has developed the Tailings Dry Backfill methodology
at the Paragominas mine, which eliminates the need for new
permanent tailings storage facilities and permits rehabilitating
areas affected by mining operations faster.

Hydro also supports social and economic development in the
communities where its operates. Read more about the skills
development, community investments and efforts to support
just transition in the sections on Local community value
creation and Human rights.

CO2e per tonnes of alumina (Scope 1 and 2)
Total global aluminia production 2022

0.65
045 m

= Alunorte today — Industry average
B Alunorte by 2025
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Hydro Aluminium Metal

Operations

Hydro Aluminium Metal is one of the world’s largest producers
and suppliers of primary aluminium and value added
casthouse products. The business area consists of wholly
owned aluminium metal plants in Norway, and partly owned
plants in Slovakia, Qatar, Australia, Canada and Brazil. The
plants produce standard ingot and value added products,
such as extrusion ingot, primary foundry alloys, sheet ingot
and wire rod.

Cost and revenue drivers

The main cost drivers for the production of primary aluminium
include alumina, power and carbon, which together comprised
about 80-85 percent of the cash costs of electrolysis metal

in 2022. Hydro use approximately two tonnes of alumina to
produce one tonne of aluminium, representing 35-40 percent
of the cash cost of primary aluminium. Energy represents on
average 25-30 percent of cash costs, and carbon anodes
consumed in the smelting process account for 20-25 percent.
Realized aluminium prices and casthouse product premiums
are the most important revenue drivers. Aluminium Metal has
a history of continuous improvements, covering all relevant
earnings drivers.

Internal supply contracts between our hydropower production
operations and our aluminium metal business covered

about half of the energy consumption of our wholly owned
Norwegian metal plants in 2022. The remainder is mainly
covered by external supply contracts. The external supply
contracts comprise a mixture of hydropower and wind power.

Electricity for the Qatalum aluminium plant in Qatar is
provided by an integrated natural gas fired plant supplied with
gas by Hydro’s joint venture partner, Qatar Energy. The rest
of the global joint ventures are covered by medium to long-
term contracts, expiring between the end of 2024 and the end
of 2030.

Strengthen low-carbon aluminium position

Hydro Aluminium metal benefits from access to renewable
energy at low costs. More than 70 percent of the electricity
used for Hydro’s primary aluminium capacity is based on
renewable power, a large share of which is sourced from
captive hydropower production in Hydro Energy. This is the
foundation of delivering low-carbon aluminium at competitive
cost in the long term, and enables Hydro’s seventeenth
percentile placement on the global primary aluminium cost
curve in 2022. Hydro Aluminium Metal aims to strengthen
their position further, through delivering NOK 1.8 billion in
operational and commercial improvements in the period
2023-2027.

Hydro aims to become carbon-neutral by 2050, and our
climate efforts are concentrated along three main pathways
to net-zero emissions. Read more about our pathways to net-
zero in the section on Innovation and technology transition.

Smelter Business Operating Cost curve

USD/mt
5,000
]
4,000
3,000
2,000
|
1,000
0
Global CO2 price 100 USD/t CO2e B Hydro AM
— Status quo ® 90th percentile

" Assumptions: LME 3m 2,458 USD/t, Alumina 293 USD/t, SHFE cash 2,909
USD/t, NOK/USD 8.79
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Hydro
Metal Markets

ncludes externa
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Hydro Metal Markets

Hydro Metal Markets, a part of Hydro Aluminium Metal,
consists of the Recycling business unit as well as all commer-
cial activities, including sales, marketing and distribution of
the products from our primary metal and recycling plants.

Recycling

The Recycling business unit has seven recyclers that convert
scrap metal and standard ingot into extrusion ingot. These
plants have a total annual capacity of around 600,000 tonnes.
It also operates the scrap shredding and sorting plant in
Dormagen, Germany, with sorting capacity of 36,000 tonnes
of post-consumer aluminium scrap per year. In addition,
Recycling has several greenfield and brownfield projects
under construction. The recyclers provide customers with
flexible, energy efficient and tailor made metal supply with a
low-carbon footprint.

Commercial

Metal Markets supplies value added products globally and
offers a wide range of products and services, including
low-carbon aluminium products. Our portfolio of production
plants allows for a flexible, multi-sourcing system that enables
significant, rapid and cost-effective volume adjustments for
customers. Hydro has leading research and development
competence in value added casthouse products, supporting
customers in their improvement work and in developing new
products. The commercial activities of Metal Markets include
metal sourcing and trading activities, which source standard
ingot from third parties for remelting in Hydro’s recyclers
and primary casthouses, and which provide operational risk
management through LME hedging activities.

Cost and revenue drivers

The results in Metal Markets consist of the operating results
of the recyclers, margins on sales of third party products,
and results from ingot and LME trading activities. Revenues
for our recyclers are influenced by volumes, the LME price
and product premiums. Costs are driven by the cost of scrap
and standard ingot premiums, freight costs to customers and
operational costs, including energy consumption and prices.
Our results can be heavily influenced by currency effects and
ingot inventory valuation effects.

Strengthen low-carbon aluminium position

Aluminium recycling requires 95 percent less energy than
primary aluminium production and can be recycled infinitely
without degradation in quality. Metal Markets supplies the
Hydro REDUXA and Hydro CIRCAL brands of low-carbon
and recycled aluminium.

Going forward, Hydro Metal Markets will grow the portfolio
of lower-carbon aluminium products, demanding higher
premium pricing. This is supported by Hydro’s recycling
ambitions to increase the use of post-consumer scrap by
290-440kt per annum in 2027, compared to a 2020 baseline,
resulting in a total EBITDA potential of NOK 3.1-3.5 billion.

In 2022, Hydro’s recycling plant in Clervaux, Luxembourg
produced 130 tonnes of near-zero carbon aluminium with
100 percent post-consumer aluminium scrap and a carbon
footprint of less than 0.5 kg CO2e/kg of aluminium. The
technology is being rolled out to Hydro’s remelting and
recycling plants. In addition, Hydro is embarking on a pilot
for decarbonizing post-consumer scrap at the Hayanger
casthouse in Norway through switching fuel source from
LNG to green hydrogen. Read more about Hydro’s recycling
strategy in the section on Climate change.

Hydro PCS usage and ambition
Thousand tonnes
670-
500. 100 770
150 670

70 - +290-440

120 [
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Hydro Extrusions

Operations

Hydro Extrusions is the world leader in extrusion based
aluminium solutions. The business area combines local
expertise, a global network, and advanced research and
development capabilities to offer everything from standard
profiles to advanced solutions for most industries.

Hydro Extrusions has 70 manufacturing sites in 22 countries,
with annual extrusion production of 1.3 million tonnes. It had
a market share of 17 percent in Europe and 20 percent in
North America in 2022, and maintains solid positions in South
America and Asia. The business area is organized in four
business units: Extrusion Europe, Extrusion North America,
Precision Tubing and Building Systems. These units are
responsible for their respective value chains, from

recycling, aluminium extrusion and value adding operations to
commercial activities such as product development and sales.

An integrated and vital part of the extrusion value chain is
remelting and recycling, and Hydro Extrusions operates 20
recycling facilities in total in Europe, North America and South
America. The combined annual capacity of these facilities

is approximately 1.2 million tonnes. About 200,000 tonnes

of post-consumer scrap is used in the recycling operations,
and Extrusions intends to increase this amount in the years
to come, supporting Hydro’s overall ambition of growing
Recycling EBITDA by NOK 1.4 — 1.8 billion compared to a
2020 baseline.

Cost and revenue drivers

The extrusion industry is a margin business where the LME
Aluminium cost element is passed on to the customer.
Contracts are typically short to medium term. Hydro
Extrusions will continue to shift its portfolio toward delivering
products and solutions that create more value for the
customer.

Through growth in attractive regions and segments, a strong
sustainability platform, customer partnerships and commercial
focus as well as portfolio optimization and cost reductions,
Extrusions is targeting an EBITDA result of NOK 8 billion in
2025, compared to NOK 7 billion in 2022.

Strengthen low-carbon aluminium position

Sustainability is an integrated part of the business and
Hydro Extrusions is working closely with customers across
most industries to deliver products and solutions that help
our customers reduce their carbon footprint, and improve
sustainability and transparency in their supply chain. This
includes the Hydro EcoDesign process that helps our
customers create products with increased functionality and a
lower-carbon footprint.

Extrusions applies additional levers to improve its carbon
footprint, including sourcing aluminium with a carbon footprint
that is lower than the average, increasing the use of recycled
post-consumer scrap and reducing the emissions from our
operations. See the section on Climate change for more
details on how the recycling sourcing strategy can reduce
upstream greenhouse gas emissions and the carbon footprint
of products.

In addition, Hydro Havrand is exploring the possibility of
replacing fossil fuels with green hydrogen at several of
Extrusions’ recycling operations. Several of Extrusions’

plants have installed or are considering installation of on-site
renewable power generation, while others have signed power
purchase agreements with renewable power producers.

Extrusions EBITDA forecast 2025

NOK billions
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External power
sourcing

’7.7 TWh

Hydropower
production

For capacity and volume details, see
Production capacity in Appendix.

Hydro Energy

Operations

Hydro Energy has more than 100 years of experience in
production of renewable energy. Today, the business area is
one of the three largest operators of hydropower production in
Norway, and a large power market player in the Nordic region
and Brazil. Hydro Energy is responsible for developing new
business opportunities for Hydro within renewable energy,
green hydrogen and batteries, and provides support to the
rest of Hydro’s business areas with contracts, security of
supply and energy framework conditions.

In Norway, Energy operates 36 hydropower plants, with
combined installed capacity of 2.8 GW at the end of 2022. In
a normal year, our captive production is 9.4 TWh and Energy
is an operator of 13.7 TWh renewable power production. This
includes Tonstad Windfarm (208 MW/0.7 TWh) in Norway,
from which Energy purchases all volumes. In addition, Energy
purchases more than 9 TWh of renewable power annually in
the Nordic market, mainly under long-term contracts, resulting
in our total market portfolio for power to be around 18 TWh
per year in the Nordics in a normal year.

Within the new energy growth areas, Hydro Rein currently
has 1.7 GW gross installed capacity in construction or
operation and targets another 1.3 GW by 2026. Hydro
Havrand is currently embarking on a pilot project using green
hydrogen to decarbonize the Hayanger recycling plant. The
project is pending funding support from Enova.

Hydro Batteries is growing within sustainable battery
materials, through their investment in the synthetic graphite
company, Vianode, and the EV battery recycling company,
Hydrovolt. In addition, Hydro Batteries has portfolio holdings
in the marine battery systems segment leader, Corvus, and
the European emerging cell manufacturing leader, Northvolt.

Cost and revenue drivers

Production volumes are strongly influenced by hydrological
conditions. Seasonal factors affect both supply and demand.
Energy’s cost base is relatively stable, although volatile

spot volumes and prices may cause significant variations in
quarterly revenues. Energy optimizes its power portfolio in the
market every day.

Electricity prices are influenced by fuel costs (including
emission allowance costs), meteorological parameters and
exchange transmission possibilities with adjoining markets,
as well as by fluctuations in demand. Rising intermittent
generation from solar and wind power is increasing price
variation across power markets. The energy supply crisis in
Europe in 2022, led to extraordinarily high and volatile prices
for electricity, with large differences in Norwegian power price
areas, supporting Hydro Energy’s profitability significantly in
2022.

Diversify and grow in renewable energy

Hydro Energy’s captive renewable energy production,
competitive sourcing of renewable power and energy system
solutions enable Hydro and other industrial companies to
succeed in the transition to a net-zero society. The carbon
footprint of aluminium is highly dependent on the source of
energy, and Hydro Energy enables the production of low-
carbon aluminium.

Hydro Energy is focused on growing its portfolio of new
energy solutions, while also addressing and managing the
social and environmental impacts that comes with land use.
Read more about Hydro’s energy production and how our
new energy solutions contribute to a net-zero society in the

section on Climate Change.

Power sourcing for Hydro smelters in Norway
TWh

20

2022 2028 2034 2040

Wind power ® Hydropower B Current captive
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Regulations

Hydro is subject to a broad range of laws and regulations
in the jurisdictions in which it operates. These laws and
regulations impose stringent standards and requirements,
and potential liabilities relating to the construction and
operation of our plants and facilities, air and water pollutant
emissions, the storage, treatment and discharge of

waste waters, the use and handling of hazardous or toxic
materials, waste disposal practices, and the remediation of
environmental contamination, among other things. Some of
the laws and regulations deemed most material to Hydro’s
type of operations are elaborated below. Tax regulations are
covered in the Country by Country report."

Bauxite & Alumina regulations

Environmental Regulation

Hydro’s operations in Brazil are subject to strict license and
environmental regulations requirements.

Under Brazilian law, an environmental license is required
for any activity that has the potential to pollute, which is
often made subject to conditions to ensure regulatory
compliance or to mitigate effects on the environment or
local communities. Hydro’s Brazilian operations hold several
environmental licenses.

Particular regulations apply to our operations in the
Mineracao Paragominas S.A. (Paragominas) mine, due to
its location in the Amazonia region. The Brazilian Forest
Code requires that 80 percent of a rural property with native
forest in the Amazdnia region must be preserved as an
Environmental Legal Reserve, implying that a mine cannot
be developed without a sustainable forest management plan.
However, within states that have an Economic-Ecological
Zoning, for the purpose of environmental restoration, the legal
reserve requirement is set to 50 percent, applicable for our
operations in Paragominas.

Greenhouse gas emissions

In 2020, Brazil reaffirmed the commitment to a 37 percent
reduction in greenhouse gas emissions by 2025 and 43
percent by 2030 compared to 2005 levels, as first submitted
as targets at the 2015 Climate Change Conference in Paris.

' More information about tax see the Country by Country report in
the Appendices.

An indicative long-term goal of climate neutrality (net-zero
emissions) by 2060 has also been established.

Mining regulation

Exploration of minerals requires an exploration license from
the federal mining agency. The license grants an exclusive
right to explore an area, subject to various requirements
including compensation to the landowner and payment of an
annual exploration fee to the National Mining Agency.

If the exploration identifies viable resources, a mining
concession is granted, including an obligation to pay royalties
to the government and landowners.

Aluminium regulations

Environment

Hydro’s aluminium operations are subject to a broad range
of environmental laws and regulations, both inside and
outside the EU. These laws and regulations impose stringent
environmental protection standards related to air emissions,
water management, hazardous materials and waste
management.

Greenhouse gas emissions

The aluminium industry is included in the EU Emissions
Trading System (ETS). The aluminium industry is affected by
the scheme directly and indirectly by the pass through of CO,
allowance costs by power producers into the power prices
(“indirect effects”).

Aluminium production is qualified as an industrial sector
exposed to a significant risk of “carbon leakage” (i.e. risk of
European operations losing market share to less carbon-
efficient installations outside the EU). Aluminium producers
therefore receive a higher percentage of free emission
allowances compared to sectors not exposed to carbon
leakage. Aluminium producers are also eligible to apply for
indirect carbon cost compensation for the indirect effects
of ETS in the power prices under the state aid guidelines
adopted according to the ETS Directive.

In December 2022, the EU Commission, the European
Council and the European Parliament finalized negotiations
on a revision of the ETS Directive, accompanied by a new
carbon leakage mechanism called the Carbon Border

Adjustment Mechanism (CBAM) Regulation. Ambitions were
raised to a total emission cut of 55 percent by 2030 compared
to 1990 levels, up from 40 percent under present regulation.
For the sectors covered by CBAM, the ETS Directive
stipulates a phase out of free allowances from 2026 to 2034.
The final text of both instruments is expected in first quarter
2023. Reporting obligation under CBAM will start in October
2023.

Trade and Tariffs

The international trade framework has a significant impact
on Hydro’s business through political developments (EU-US-
China relations), the strategic agenda of key trading blocs
(regional and bilateral free trade agreements, developments
at the WTO, etc.), and technical instruments such as tariffs,
anti-dumping duties and other trade measures.

The EU tariff rates on imports of alumina, primary and semi-
finished aluminium products vary from 3 to 7.5 percent,
excluding aluminium metal produced in the EEA and other
countries the EU has a free trade agreement with. Since
2020, the EU has in place anti-dumping duties on aluminium
extrusions from China, currently in the range of 21.2-32.1
percent. The EU also has specific anti-dumping duties on
certain aluminium products such as foil, wheels and radiators
imported from China. In December 2022, the UK decided
anti-dumping duties to be applied on imports of certain
aluminium extrusion from China to UK in the range between 0
percent and 35 percent.

The US currently has a tariff of 10 percent on aluminium
imports, excluding imports from Australia, Argentina, Canada
and Mexico. In October 2021, the EU and the US reached

a temporary agreement regarding US Section 232 tariffs on
aluminium by replacing duties with a tariff-rate quota from
January 1, 2022. This agreement covers imports from the EU
to the US while exports from Norway and Qatar will still be
exposed to the tariffs.

Energy regulations

Hydro’s main production assets are hydropower based and
situated in Norway. The ownership and utilization of large
Norwegian waterfalls for hydropower production is subject
to various laws and regulatory requirements, including a
requirement for concession from the Ministry of Petroleum



Introduction and Energy. EU regulations of power markets as well as the

EU Water Framework Directive are by and large implemented

Our business in Norwegian law.

Performance review Approximately one-third (3 TWh) of Hydro’s normal annual

production is subject to concession terms requiring Hydro

Governance to transfer (“revert”) the production assets to the Norwegian
state when the concession expires. The majority of

Sustainability concessions will expire around 2050. Reversion can be
avoided if the power plants, or two-thirds or more of the

Financial statements shares of the entity that owns the power plants, are sold to a

public entity prior to reversion.

Appendices
Hydro is currently developing a portfolio of production assets
within wind and solar power (Hydro Rein) and renewable
hydrogen (Hydro Havrand), which are expected to build, own
and operate assets in multiple jurisdictions.

Wind, solar and hydrogen projects are all subject to various
regulatory matters, such as license requirements, grid access
requirements, land and zoning regulations, and HSE. The

offshore wind and hydrogen industries are fairly new, and
regulations are currently under development in several /
jurisdictions. i i
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Market developments and outlook

The war in Ukraine, energy crisis in Europe and high
inflation have presented significant challenges to the global
economy during 2022. Key markets have experienced their
highest inflation levels for the past 20 years, and in response
many central banks increased interest rates during the

year, weakening demand. Continued global supply chain
disruptions and China’s zero-Covid policy further reduced
growth.

Bauxite & Alumina

The World excluding China alumina market was oversupplied
in 2022, with China absorbing the excess production as
imports to balance the global market. The World excluding
China production decreased 3 percent from 2021, driven by
refinery curtailments in Europe exceeding alumina production
increases in Indonesia and India. In Ukraine, the Mykolaiv
refinery was fully shut down in the second quarter following
the onset of the war in Ukraine.

Chinese alumina production increased 6 percent from 2021,
driven by the ramp-up of several new greenfield refineries,
mostly using imported bauxite.

The Platts alumina price index started the year at USD 345
per mt, ranging from USD 310 to 533 per mt during 2022. The
price increased strongly at the beginning of the year following
the onset of the war in Ukraine reflecting heightened supply
risk, reaching an annual high of USD 533 per mt in the middle
of March. Prices trended down during the second quarter
stabilizing around USD 330 per mt of the remainder of the
year, reflecting price levels of domestic alumina in China.

The Platts alumina price index averaged USD 362 per mt for
the year, a 10 percent increase compared to 2021. Prices as
a percentage of LME varied, averaging 13.4 percent for the
year compared with 13.2 percent in 2021. The price index at
the end of 2022 represented 13.8 percent of the three month
aluminium price quoted on LME.

China imported 1.9 million mt (1.0 million mt net of exports) of
alumina in 2022, compared to net imports of 3.1 million mtin
2021. Australia accounted for 56 percent of imports followed
by Indonesia and Vietnam with 23 percent and 10 percent,
respectively. China exported 0.8 million mt of alumina to
Russia in 2022.

China imported 126.3 million mt of bauxite in 2022, 18
percent higher than the previous year. Imports from Guinea
increased 28 percent from 2021 to 70.2 million mt, with
smaller increases of 11 percent and 1 percent of imports from
Indonesia, to 19.7 million mt, and Australia to 34.2 million mt,
respectively. These three countries accounted for 98 percent
of China’s bauxite imports in 2022, compared to 99 percent in
2021.

The price of bauxite imported into China in 2022 increased to
an annual average of USD 58 per mt CIF China compared to
USD 48 per mt CIF China in 2021, mainly driven by higher oil
prices and ocean freight rates.

Primary Aluminium

Three month LME prices started the year at USD 2,808 per
mt and ended the year at USD 2,378 per mt. Prices increased
in the first quarter reaching an all time high in March of USD
3,849 per mt as the war in Ukraine increased the fear of
sanctions on Russian producers and significant disruptions

to metal flows. Prices decreased significantly in the second
quarter before trading around USD 2,200 - 2,400 per mt for
the remainder of the year driven by a weaker macroeconomic
environment.

The US and European standard ingot premiums started the
year at USD 665 per mt and at USD 425 per mt respectively.
European standard ingot premiums increased in the first
half of the year peaking in May at a new all time high of
USD 615 per mt, prices then decreased steadily before
stabilizing around USD 250 per mt at the end of the year as
a weaker macroeconomic environment effected demand.
The US Midwest standard ingot premium peaked at an all
time high of USD 882 per mt in April, then declined steadily
to around USD 490 per mt at the end of the year as a weaker
macroeconomic environment effected demand.

Global primary aluminium consumption increased by 0.4
percent to 69.2 million mt in 2022. Global supply increased
by 2.3 percent to 68.9 million mt resulting in global deficit of
around 0.3 million mt. For 2023, global primary aluminium
demand is expected to increase by around 1 percent and
aluminium production is expected to increase by around 2
percent, resulting in a global surplus in 2023.

Platts PAX development
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Demand for primary aluminium outside China increased by
around 0.4 percent in 2022, while corresponding production
was stable. Overall, the demand and supply for primary
aluminium was balanced outside China in 2022. Demand

for primary aluminium outside China is expected to increase
by around 1 percent in 2023. Corresponding production is
expected to be up about 1-2 percent. Demand and supply for
the world outside China is expected to be balanced in 2023.

Demand for primary metal in China increased around 0.3
percent to 40.2 million mt in 2022. Chinese production
increased by 4.0 percent in 2022. The Chinese market was
mainly balanced in 2022. Energy supply issues encountered
in 2021 were resolved in 2022, facilitating significant restarts
of previously curtailed capacity supporting production growth.
Chinese primary production is expected to increase by 2-3
percent in 2023. Primary metal demand is estimated to
increase by around 1-2 percent, resulting in a slight surplus in
2023.

LME stocks decreased significantly in 2022, from 0.93 million
mt at the end of 2021, to 0.45 million mt at the end of 2022.
Stocks dropped to a 20 year low of 0.27 million tons in August
2022, followed by a slight increase. Total global inventories,
including unreported inventories, are estimated to have
decreased by 0.4 million mt in 2022. The total stock level is
estimated to be around 9.0 million mt at the end of 2022.

The European demand for sheet ingot, primary foundry alloys
and wire rod increased in 2022. The consumption of extrusion
ingot was negatively affected by weakness in the building

and construction sector leading to a reduced demand in 2022
compared to 2021.

In Asia, the demand for extrusion ingot weakened in the
second half of 2022 and high inventory levels were reported
in the market at the end of the year. Primary foundry alloys
demand remained stable due to pent up demand caused by
semiconductor and logistics supply disruption in 2021.

The US demand for extrusion ingot in the US grew
throughout the first half of 2022, but moderated toward the
end of the year as higher interest rates slowed industrial
activity. Meanwhile, primary foundry alloy demand steadily
picked up throughout the year as automobile and light truck
production rebounded with improvements in deliveries of
semiconductors.

Extruded Products

Extrusion demand growth moderated throughout 2022 after
rebounding strongly in both Europe and North America in
2021, following the severe slowdown in 2020. Demand
remained fairly strong in the first half of the year, but started
to weaken in the second half as the macro environment
weakened, particularly in Europe due to the war in Ukraine
and high inflation. European extrusion demand increased 2
percent in the first half of 2022, compared to the same period
in 2021, while demand fell 10 percent in the second half
compared to second half 2021. North American demand also
moderated in the second half of 2022, with growth slowing
from around 6 percent in the first half of 2022 to flat growth in
the second half compared to same periods last year.

Building and construction, and industrial segments
experienced the weakest development in 2022 after strongly
rebounding in 2021. Higher interest rates and reduced
consumer spending negatively impacted the underlying
demand for these segments, with further weakness expected
in the first half of 2023. The automotive segment is improving
as automotive producers are increasing production amid
easing of supply chain issues.

Overall, European demand is estimated to have decreased
by 4 percent in 2022, compared to 2021. CRU estimates
that European extrusion demand will further decrease by 7
percent in 2023, compared to 2022, with growth picking up
in the second half of the year. North American demand is
estimated to have increased 3 percent in 2022, compared to
2021. CRU estimates that North American extrusion demand
will decrease by 1 percent in 2023, compared to 2022.

Energy market developments

Both Nordic and continental power prices reached record
levels in 2022. The war in Ukraine has generated a sharp
increase in energy prices and significant volatility in energy
markets. Fuel prices were already at a high level early

in the year, but both price level and volatility increased

to unprecedented levels as Russian coal and gas supply
gradually eroded. In addition to the gas shortage, weak
hydrology in the Nordic area, drought at the continent and
sustained problems with French nuclear power capacity
contributed to the high price levels. The significant price area
differences in the Nordic region have remained during the
year due to limitations in transmission capacity between the
Northern and Southern part of the NordPool area.
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Key performance measures

Key financial performance

NOK million 2022 2021 2020

Revenue 207,929 149,654 114,291

Earnings before financial items, tax, depreciation and amortization (EBITDA)" 39,536 26,050 18,390

Adjustments to EBITDA" 128 1,959 (5,284)
Adjusted EBITDA" 39,664 28,010 13,106

Hydro Bauxite & Alumina 3,122 5,336 3,817

Hydro Aluminium Metal 22,963 13,500 3,593

Hydro Metal Markets 1,673 867 875

Hydro Extrusions 7,020 5,695 4,348

Hydro Energy 4,926 3,790 1,245

Other and eliminations (39) (1,178) (771)
Adjusted EBITDA" 39,664 28,010 13,106

Earnings before financial items and tax (EBIT)? 30,715 17,887 9,356

Adjusted EBIT" 31,179 20,786 6,040

Net income (loss) from continuing operations 24,381 13,930 3,886

Adjusted net income (loss) from continuing operations™ 23,145 14,905 2,848

Net income (loss) from discontinued operations 36 12 (2,226)
Earnings per share from continuing operations 11.76 5.92 1.99
Adjusted earnings per share from continuing operations™ 10.70 6.77 1.32

Financial data

Investments" 2 13,391 8,589 13,324
Net cash (debt)" 1,310 3,213 (7,795)
Adjusted net cash (debt)" (5,989) (7,019) (23,297)
Adjusted Return on average Capital Employed (RoaCE)" 22.2% 18.6% 3.7%

Key operational information

Bauxite production (kmt)® 11,012 10,926 8,640
Alumina production (kmt) 6,193 6,305 5,457
Realized alumina price (USD/mt)% 382 313 268
Primary aluminium production (kmt) 2,137 2,244 2,091

Realized aluminium price LME (USD/mt) 2,599 2,317 1,685
Realized USD/NOK exchange rate 9.52 8.55 9.42

Extrusions sales volumes to external market (kmt) 1,251 1,296 1,099
Power production (GWh) 7,664 9,055 11,522

" Alternative performance measures (APM) are described in the appendices to the Board of Directors’ report.

2 EBITDA and investments per segment are specified in note 1.4 Operating and geographic segment information in the financial statements.

3 Paragominas production, on wet basis.

4 Weighted average of own production and third-party contracts. The majority of the alumina is sold linked to either the LME prices or alumina index with one-month

delay.
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Financial performance

Financial performance

Adjusted EBITDA

Adjusted EBITDA for the full year of 2022, increased
compared to the same period last year. Higher realized all-in
metal and alumina prices, record high annual results in both
Extrusions and Energy, and positive currency effects were
offset by higher fixed and raw material costs upstream.

Net income

Net income from continuing operations amounted to NOK
24,381 million in 2022, compared to NOK 13,930 million

in 2021. In addition to the factors described above, net
income from continuing operations included a net foreign
exchange gain of NOK 2,192 million, a NOK 3,352 million
unrealized loss on power and raw material contracts, and a
NOK 3,003 million unrealized gain on LME related contracts.

Return on average capital employed (RoaCE)

In 2022, Hydro achieved an adjusted return on average
capital employed of 22.2 percent, higher than the 18.6
percent achieved in 2021, and above the ambition to deliver
10 percent over the cycle. The main driver behind the
strong returns was record high results in Aluminium Metal

following high all-in metal prices and positive currency effects.

Adjusted EBITDA
NOK billion
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Aluminium Metal achieved the highest RoaCE of the business
areas with 35.4 percent. Energy and Extrusions also achieved

returns significantly above the target level during 2022.
Bauxite & Alumina RoaCE was lower in 2022 compared to

2021, mainly driven by higher raw material and energy prices.

Cash effective change in net operating capital”

Cash effective change in net operating capital from continuing

operations amounted to NOK (8.8) billion during 2022,
compared to NOK (8.6) billion during 2021. While seasonality
and a weakening market towards year end contributed to

a net release of trade receivables, the market slowdown

also contributed to an inventory increase driven by excess
production, price increases, and security of supply measures.
The settlement of the Slovalco power hedge position also
contributed to increase in net operating capital.

Capex"

Total capex in 2022 ended up at NOK 11.5 billion, up

from NOK 6.9 billion in 2021. Projects prioritized in 2022,
include critical maintenance activities needed to safeguard
Hydro’s production assets in every business area. Examples

" For further details, see the Alternative performance measures

(APM).

5-year dividend development

To be paid
in 2023"
Dividend yield? 32% 38% 31% 99% 7.7%
Dividend payout ratio® 45% 240% 95% 101% 53%
Extraordinary dividend
B Ordinary dividend
3.45

Dividend NOK/share D6

2018 2019 2020 20214 2022

" Pending approval from the AGM on May 10, 2023.

2 Based on share price at year end.

3 Average dividend per share divided by average adjusted earnings
per share from continuing operations.

4 2021 extraordinary dividend of NOK 2 per share May 11 2022 and
NOK 1.45 per share September 21 2022.

Adjusted Return on average Capital Employed
(RoaCE)

2022 2021 2020

Hydro 22.2% 18.6% 3.7%
Bauxite & Alumina 1.8% 12.0% 5.9%
Aluminium Metal 35.4% 28.3% 2.9%
Metal Markets 31.0% 23.9% 21.6%
Extrusions 11.4% 10.3% 6.2%
Energy 29.5% 25.4% 8.7%

also include smelter relining in Aluminium Metal, bauxite
pipeline section replacement in Paragominas, power plant
rehabilitation and upgrades in Energy, various upgrades

of presses in Extrusions, and recyclers in Metal Markets.
Growth and return-seeking capex was mainly related to the
expansion of remelt capacity in Extrusions and Aluminium
Metal, new extrusion presses and customer-driven
investments in Extrusions, and investments in Hydro Rein
and Batteries in Energy.

Free cash flow"

Free cash flow from continuing operations ended at NOK
14.0 billion in 2022, up from NOK 10.5 billion in 2021. Cash
generation was supported by strong EBITDA results, partly
offset by increased capex and build in net operating capital.

Dividend

Hydro’s ambition is to pay attractive dividends to
shareholders. In light of the strong financial performance in
2022, and reflecting our robust balance sheet, the Board

of Directors has proposed to distribute NOK 13.5 billion,
which represents 61.6 percent of 2022 adjusted net income,
as a combination of NOK 5.65 per share of cash dividends
and NOK 2 billion of share buybacks. The final shareholder
distribution for 2022 is subject to approval by the Annual
General Meeting on May 10, 2023.
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Net cash (debt)"

Hydro’s net cash was NOK 1.3 billion at the end of 2022,
compared to net cash of NOK 3.2 billion at the end of 2021.
The net cash reduction was driven by a positive free cash
flow, which was offset by shareholder distributions as well as
currency and lease effects.

Adjusted net cash (debt)"

Hydro’s adjusted net cash (debt) was NOK (6.0) billion at
the end of 2022, compared to NOK (7.0) billion at the end of
2021. The adjusted net debt reduction was mainly driven by
a reduction in cash collateral and pension obligations, partly
offset by a reduction in net cash.

Adjusted net (cash) debt to adjusted EBITDA ratio?
Hydro’s adjusted net (cash) debt to adjusted EBITDA was 0.2,
well below the targeted maximum ratio of 2.0 over the cycle.

Liquidity

Hydro held NOK 29.8 billion in cash and cash equivalents
and NOK 0.8 billion in time deposits at the end of the year.
Short-term bank deposits are normally available at short
notice. Norsk Hydro ASA has a USD 1.6 billion revolving
multi-currency credit facility with a syndicate of international
banks, maturing in December 2026. The facility was undrawn
per year-end 2022. Overdraft facilities and liquidity lines also
provide access to additional short-term liquidity.

Improvement program

By the end of 2022, Hydro realized NOK 7.8 billion in
improvements, exceeding the original target of NOK 7.0
billion for the year. During the year, Hydro increased the
improvement program target by NOK 1.5 billion to NOK
10.0 billion by 2025, including a positive rebasing effect of
approximately NOK 0.7 billion. Hydro also extended the
program to 2027, with additional targeted improvements
of NOK 1.0 billion. Extrusions is the main driver of the
strong 2022 performance through procurement savings
and the Extrusions Business System (EBS) initiative. Key
improvements in Bauxite & Alumina and Aluminium Metal
included improvements to operational parameters and raw
material consumption. Hydro’s target for 2023 is to achieve
NOK 8.4 billion in accumulated improvements.

" For further details, see note 7.1 Capital management.
2 For further details, see the Alternative Performance Measures

(APM).

Commercial ambition

Hydro realized NOK 1.8 billion in commercial initiatives by
the end of 2022, out of the total NOK 2.5 billion ambition

by 2025. Hydro has also extended the program to 2027,

with additional improvements of NOK 0.5 billion. The 2022
commercial impact in Extrusions is mainly driven by margin
improvements. Bauxite & Alumina achieved higher premiums
on their alumina sales compared to their performance
benchmark. Finally, Aluminium Metal increased greener
product sales as well increased impact from new products,
such as HyForge. In total, 470 kt of CIRCAL and REDUXA
were sold in 2022, which is around 185 kt more than in 2021.

Exceeding target

Hydro realized

1.3

NOK billion

In improvements, exceeding its NOK
7.0 billion target for 2022

Average adjusted net cash (debt)/
adjusted EBITDA

0.2
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Adjustments to EBIT

Reported EBIT and net income

In addition to the factors discussed above, reported earnings before financial items and tax (EBIT) and net income include
effects that are disclosed in the table below. Adjusting items to EBIT and adjusted net income (loss) are defined and described
as part of the Alternative performance measures in the Appendices to the Annual report.

Items excluded from adjusted EBIT and net income"

NOK million 2022 2021 2020
Unrealized derivative effects on LME related contracts (3,003) 5,088 (336)
Unrealized derivative effects on power and raw material contracts 3,352 (3,083) 171
Significant rationalization charges and closure costs? 152 377 187
Community contributions Brazil® 32 217 129
Transaction related effects® (119) (304) (5,407)
Net foreign exchange (gain)/loss® (318) (79) -
Other effects® 32 (257) (30)
Adjusting items to EBITDA 128 1,959 (5,284)
Impairment charges” 335 426 1,968
Depreciation® - 513 -
Adjusting items to EBIT 464 2,899 (3,316)
Net foreign exchange (gain)/loss (2,192) (1,404) 3,800
Other finance (income) expense - - (128)
Calculated income tax effect 492 (520) (1,393)
Adjusting items to net income (1,236) 976 (1,038)
Income (loss) tax rate 25% 24% 19%
Adjusted income (loss) tax rate 24% 25% 45%

1
2

3

K=

o

2

A

Negative figures indicate reversal of a gain and positive figures indicate reversal of a loss.

Significant rationalization and closure costs include a provision for costs related to reduction of overcapacity, closures and environmental
clean-up activities in Hydro Aluminium Metal and Hydro Extrusions.

Community agreements includes provisions for the TAC and TC agreements with the Government of Para and Ministério Publico made in
September 2018, including later adjustments for changes in cost estimates, and similar agreement.

Transaction related effect inculdes gains(losses) of divestments as described in the Alternative Performance Measures section in the
appendices.

Realized currency gains and losses from risk management contracts and embedded currency derivatives in physical power and raw material
prices.

Other effects include adjustments as described in the Alternative Performance Measures section in the appendices.

Impairment charges for 2022, 2021 and 2020 include Slovalco smelter and various sites and assets in Hydro Extrusions.

Excess depreciation related to the anode producer Aluchemie which closed in 2021.
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Hydro’s key financial exposures

Hydro’s operating results are primarily affected by price
developments of our main products, raw materials, margin
developments and fluctuations in the most significant
currencies for Hydro, which are USD, NOK, EUR and BRL.

Hydro enters into derivative forward sale contracts both

on the LME and with banks to secure prices on parts of

the planned aluminium production as part of securing a
margin level for periods up to about three years when
considered beneficial. To mitigate the impact of exchange rate
fluctuations, long-term debt is mainly maintained in currencies
reflecting underlying exposures and cash generation.

The table shows sensitivities regarding aluminium prices and
foreign currency fluctuations for 2023. The table illustrates
the sensitivity of adjusted earnings, before tax, interest and
depreciation to changes in these factors and is provided

to supplement the sensitivity analysis required by IFRS,
included in note 8.2 Financial instruments to the financial
statements. These sensitivities are on an adjusted basis, and
do not consider revaluation effects of derivative instruments,
which may influence earnings. The sensitivities include

the impact from financial risk management contracts per
December 31, 2022.

Sensitivities with 100% production

Commodity price sensitivity +10%
NOK million

Legal proceedings

The Group is engaged in a large number of legal proceedings
and disputes around the world. As of the date of this Annual
Report, based on the Company’s current assessment, neither
the Company nor any other company in the Group are, nor
have during the course of the last 12 months, been involved
in any governmental, legal or arbitration proceedings, which
may have, or have had in the recent past significant effects
on the Company and/or the Group’s financial position or
profitability.

Aluminium (Adj. EBITDA)

3,110

Currency sensitivities +10%

NOK million usb BRL
Sustainable effect (Adj. EBITDA) 3,740 (840) 10
One-off reevaluation effect - Financial items (Adj. EBITDA) (990) 1,040 (4,050)

Annual sensitivities based on normal annual production volumes and reflecting strategic hedge positions. LME USD 2,250 per mt, USD/NOK 10.16, BRL/NOK 1.94,

EUR/NOK 10.39.

EUR l
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Key performance measures — sustainability

Environmental performance Ambitions and targets 2022 2021 2020
Total greenhouse gas emissions by ownership equity (million tonnes CO2e)"  10% reduction by 2025 against 2018 baseline and net-zero by 2050 11.03 11.46 10.64
Indirect Scope 3 GHG emissions by ownership equity (Million tonnes CO2e)? 30% reduction per tonne aluminium by 2030 against 2018 baseline® 14.41 15.39 20.21
Recycled post-consumer scrap (thousand tonnes)* 620-770 thousand tonnes per year by 2027 321 335 104
Accumulated area disturbed by mining operations at Paragominas (hectares) 1:1 rehabilitation target of mined areas within two hydrological cycles 7,512 7,017 6,607
Accumulated area under rehabilitation (hectares) 1:1 rehabilitation target of mined areas within two hydrological cycles 2,905 2,646 2,486
Recycled waste (share of total waste generated)® Eliminate all recoverable waste by 2040 71% 74% 71%
Social performance

Total recordable injuries (per million working hours)® Zero life-changing injuries 24 3.3 2.7
Number of fatal accidents Zero fatal accidents 0 0 0
Persons empowered with skills and education” Provide quality education and capacity building to 500 thousand people by 2030 157 129 108
Share of women employees® 25% share of women by 20258 22% 20% 19%
Share of women leaders® 25% share of women leaders by 20258 19% 18% -
Employee inclusion index 78% inclusion index score in 2023 76% 76% -
Governance and compliance indicators

Substantiated claims of corruption Zero substantiated claims of corruption 0 0 1

" Scope 1 and 2 GHG emissions. See note E1 for more information.

2 Comprises material upstream Scope 3 categories. See note E1.3 for more information.
2018 baseline. See note E1.3 for more information.

Includes recycling in Hydro Extrusions from 2021.

Comprises waste diverted from disposal. See note E6 for more information.

Includes both employees and contractors. See note S5 for more information.
Presented as cummulative numbers in number of thousands.

In permanent and temporary positions.

3,
4

5,
6,
7,

8,
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Sustainability performance

Sustainability is an integrated part of Hydro’s strategy to

lift long-term profitability and positioning in the market. By
reducing our footprint, improving relations with stakeholders
and neighbors, managing impacts, increasing resource
efficiency and developing new markets, Hydro will reduce risk
and create new opportunities. Hydro has quantified ambitions
towards 2030 and 2050 that will improve our performance on
climate, environment, and social responsibility.

Climate performance

Hydro’s ambition is to be a net-zero company by 2050 or
earlier, delivering net-zero products and enabling a net-
zero society. In 2022, Hydro’s total greenhouse gas (GHG)
emissions were 6.5 percent lower than the 2018 climate
strategy baseline, and is still on track in to deliver on our
target of total emission reductions of 10 percent by 2025.
Hdyro recycled 321,000 tonnes of post-consumer aluminium
scrap, enabling the production of 100 tonnes of Hydro
CIRCAL with 100 percent post-consumer scrap, and 50,000
tonnes of Hydro CIRCAL with a minimum of 75 percent
recycled post-consumer scrap. In 2022, Hydro has also set
reduction targets for Scope 3 emissions towards 2030 — a
15 percent reduction in total emissions and a 30 percent
reduction in Scope 3 emissions per ton aluminium delivered
to market, both from a 2018 baseline.

Environmental performance

The goal of Hydro’s environment strategy is to minimize
impact across our operations by addressing environmental
challenges. Hydro is progressing according to plan towards
2030. In 2022, our rehabilitation target was met for our
mining site in Paragominas, Brazil and a Global Procedure
on biodiversity and ecosystem services management was
established. Hydro has a target to eliminate all recoverable
waste generated by our operations, by 2040. In 2022, the
company recycled 71 percent of our waste and has started
to develop specific roadmaps to eliminate the landfilling

of the remaining recoverable waste. For bauxite tailings

and residue, specifically, the Tailings Dry Backfill (TDB)
methodology, implemented in 2021, has eliminated the need
to build new tailings storage facilities in Paragominas, Hydro
continues our R&D activities into bauxite residue reuse. In
2022, 66 percent of the tailings generated at our mine were

diverted to temporary storage for drying under the TDB
method.

Social performance

Hydro is working towards a transition to a low-carbon
economy that also provides a just transition, where job
creation and decent work is ensured, and aims to contribute
to the development of local communities where it operate.

In 2022, Hydro developed a framework for supporting a

just transition and established a forum for Human Rights

in the company. Solutions for increased traceability and
transparency of sustainability data in the value chain have
been piloted with some key customers during 2022. A
roadmap for implementation across all business areas by
2025 is developed. Hydro educated almost 25,000 people as
part of our ambition to provide quality education and capacity
building to 500,000 people by 2030, achieving 31 percent of
the target on aggregate. Moreover, Hydro contributed NOK 69
million in community investments, charitable donations and
sponsorships around the world.

The total recordable injury rate was 2.4 per million hours
worked in 2022, an improvement from 3.3 in 2021. This is
our best result to date. The majority of injuries were classified
as minor, with one life changing injury and zero fatalities
recorded during the year.

The diversity, inclusion and belonging strategy was further
developed in 2022, and implementation is continuing in

all business areas. Our gender balance improved by 2
percentage points, with 22 percent of the Hydro workforce
comprising women by the end of 2022.

Sustainability reporting

The Sustainability chapter presents Hydro’s management

of and performance on material climate, environmental and
social issues. The Sustainability statements includes detailed
performance indicators and our principles for sustainability
reporting. Our materiality assessment is presented in the
section on Sustainability reporting the Hydro way, in the
Governance chapter. Hydro reports on its sustainability
performance in accordance with the GRI standards. Please
see our GRI index at Hydro.com/gri.



http://www.hydro.com/gri

PAGE 39

Introduction

Our business
Performance review
Governance
Sustainability
Financial statements

Appendices

D)

Hydro

© Hydro 2023

BrRowse < ) C >

6

ydro share

9

Sustainability reporting
the Hydro Way

SEARCH Q




Introduction

Our business
Performance review
Governance
Sustainability
Financial statements

Appendices

D)

Hydro

© Hydro 2023

Risk review

Enterprise Risk Management in Hydro

Risk management is an integral part of all our business
activities and decisions.

The Board of Directors (BoD) sets expectations, oversees
Hydro’s system of risk management and reviews key risks
through biannual updates which serve as an important

foundation for the strategy and business planning processes.

In addition, specific topics will be subject to more frequent
updates. Progress on risk mitigation is reflected in the
remuneration schemes of the Chief Executive Officer (CEO)
and Corporate Management Board (CMB). The Board Audit
Committee supports the BoD’s supervisory role. The CMB is

responsible for Hydro’s risk management framework at group

level and assists the CEO in its execution. The framework
is inspired by international standards, and Hydro more

specifically apply the Committee of Sponsoring Organizations

of the Treadway Commission’s ‘COSO Internal Control
- Integrated Framework’ (2013) with respect to Financial
Reporting.

Risk management is an integral part of
all our business activities and decisions.

The further attribution of risk management roles in Hydro is
supported by the development of a three lines of defense
(3LoD) governance model.

The first line of defense resides with managers at all levels
in business areas and corporate functions. They have the
responsibility for and ownership of incident and HSE risks.
Business areas and corporate functions ensure that risks
within their respective areas of accountability are identified,
assessed, adequately mitigated, documented, reported and
updated. The frequency of updates is dependent on the
nature of each risk as well as the pace of internal or external
change.

The second line comprises governance owners and subject
matter experts in different risk areas. They develop policies

and procedures for managing risk and coordinate an annual
risk assessment with a biannual status update. More broadly,
they support, challenge and monitor the first line of defense.

The third line comprises Group Internal Audit & Investigation.
This department independently evaluates whether Hydro’s
risk management, control and governance processes, as
designed and implemented by management, are adequate
and contribute to the achievement of the organization’s
objective.

Through the 3LoD model, major risks are managed according
to Hydro’s risk appetite and consolidated at group level
through the annual strategy process, with a status update
provided in the business planning process, while mitigating
plans progress on an ongoing basis.

An overview of Hydro’s key risks, including developments
during the last 12 months and related mitigating actions, is
included below. Overall, Hydro has seen an evolution of the
company’s risk profile rather than a material change, with
emphasis on the challenges of protectionism, regionalization
and the company’s new strategic direction. Despite Hydro’s
best efforts, our risk-mitigating initiatives may fail or prove
to be inadequate to mitigate all risks. As our risks increase,
decrease and change, and as new risks emerge over time,
the information contained in this section should be carefully
considered by investors.

Risk process

A
Analyze
strategic

objectives

E

Record
and report

F
Review
D and monitor
Evaluate
mitigation
plans

B
Identify
risks

Cc

Analyze
risks

A. Strategic and business level objectives are clearly
communicated to and well understood by managers at
all levels

B. Upside and downside risks within each business or
functional area, as well as interconnected risks are
identified and assigned to risk owners

C. Significant risks are further analyzed using a variety of
risk assessment techniques to articulate key attributes
and establish their materiality

D. Mitigating strategies are selected and evaluated based
on their cost-benefit

E. Risk outcomes are recorded and reported within
business areas and corporate functions, as well as
further aggregated at group level

F. Risk information is reviewed and monitored on an
ongoing basis, considering the pace of internal and
external change
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Strategic risks

1. Sustainability trends

Value chain concentration

Macro-economic developments, geopolitical tensions, protectionism and trade disruptions

Regulatory & policy framework uncertainty

Technological breakthroughs

@ |a [k |w N

Climate change

Incident risks

7. Insufficient asset integrity

8. Material legal or compliance incident

9. Major cyber-attack

10. Failure to meet social performance expectations

11. Material tax change

HSE risks

12. Fatal or life-changing accident

13. Security incident

14. Impact on the environment

15. Structural collapse or other major accident

* Indicates whether the likelihood of the risk and/or the severity of its

consequences have increased, decreased or remained stable since 2021. Q Low ‘ Low
Although Hydro maintains insurance to protect against certain risks in such D Medi Medi
amounts as it considers reasonable and in accordance with market practice, edium edium
its insurance may not cover all the potential risks associated with its O ) @
operations, and therefore any material disruptions (especially if not covered High High

by Hydro’s insurance) could have a material adverse impact on its business
and financial condition.

Influenceability

> o o &6 b e o & 6

v wo e

4 Decreasing

1

Likelihood

Stable

Increasing

Trend*

4

4 4 4

4

Hydro’s risk categories

Strategic risks

Strategic risks are emerging challenges
to the achievement of Hydro’s strategic
objectives. They could have a significant
upside and are characterized by their
large scale and potential long-term
impact on sustainability and profitability.
They are generally influenced by
structural shifts in the external business
environment.

Incident risks

Incident risks are mainly operational or
influenced by operational processes.
They will often, but not always,
materialize suddenly and with immediate
impact. Short-term mitigation is typically
within Hydro’s control. Hydro’s main
incident risks could impact several parts
of the value chain with a broad range of
consequences.

HSE risks

HSE risks relate to health, safety,
security and/or environmental events.
They are often operational or influenced
by operational processes. Hydro’s main
HSE risks could influence multiple parts
of the business. In addition to their
HSE-related consequences, these risks
may also result in major legal, social,
reputational and financial impacts.
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Strategic risks

1. Sustainability trends

9 v

Description

Stakeholders’ expectations on Hydro’s sustainability
performance continue to evolve. While our CO, footprint is
among the lowest of aluminium producers, the production
process remains energy and carbon intensive. In addition,
key stakeholders are increasingly looking beyond carbon
and focusing on the overall sustainability footprint, including
environmental and social factors.

Consequences

A failure to deliver on expectations could negatively impact our
license to operate, damage our reputation and increase the risk
of substitution away from aluminium.

Developments

Global awareness and attention toward sustainability continues to trend upwards. To a large degree, this is positive for Hydro
compared to peers mainly due to Hydro’s renewable power and recycling portfolio. In addition to current climate change targets,
the attention towards biodiversity and social aspects is expected to increase as decarbonization roadmaps become more
mature. Customers’ expectations increasingly reflect this across all aspects of sustainability and along the entire value chain.

Regulations are tightening, especially in Europe. Investments in research and development toward greener solutions are
growing, which increases the drive to deliver sustainable materials. In general, all geographies, industries and companies are
expected to come under increased scrutiny.

Mitigation

In 2020, Hydro established a new strategic direction to strengthen our position in low-carbon aluminum and grow within
renewable energy. Hydro is committed to reduce its GHG emissions by 30 percent by 2030. This includes projects to reduce
CO, emissions in the value chain such as a fuel switch to LNG and the electrification of boilers at Alunorte, while research on
the use of hydrogen or other zero emissions processes in the cast-houses is being developed.

Within primary aluminium production, Hydro is working on various methods to reduce direct emissions, while also targeting an
increased use of post-consumer scrap, thereby reducing total energy usage and metal waste. These contribute towards our
longer-term technology roadmap to decarbonize main processes such as primary smelting and recycling, supporting our overall
ambition to become carbon neutral by 2050.

In 2022, Hydro made good progress on our ambitions through installing the first electrical boiler at our alumina refinery,
producing the first batch of aluminium products based on 100 percent post-consumer scrap, and progressing on the
development our carbon free aluminium production technology in line with our targets. This enables our growing portfolio of low-
carbon aluminum products, sold at a premium pricing.

Alongside decarbonization, progress is made on other environmental areas such as biodiversity, waste and water as well as
stronger community relationships, particularly in Brazil. Initiatives to improve our social and environmental impact are monitored,
communicated, and reported on a regular basis. This is in line with our Just Transition framework, focusing on three key societal
outcomes: protecting human rights and providing access to equal opportunities, contributing to resilient local communities, and
supporting people to gain the necessary skills and jobs for the future low-carbon economy.
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2. Value chain concentration

9 O

Description

Hydro receives almost all our alumina from Hydro-owned
operations in Brazil, whereby the bauxite mine at Paragominas
supplies the majority of raw materials to the Alunorte alumina
refinery through a 244 kilometers long pipeline.

On several occasions during the past few years, Hydro
experienced challenges with respect to its operations in Brazil
due to a combination of factors involving physical climate
incidents, asset integrity (ability to run assets effectively and
reliably) and a complex political and social environment. In
response, Hydro has made significant efforts to enhance the
robustness of our operations in the region.

Consequences

Hydro’s integrated aluminium production chain poses risks
related to value chain concentration, where disruptions in the
bauxite and alumina production located in one region in Brazil
could negatively impact metal production in other parts of the
company.

Developments

The Bauxite & Alumina assets operated at expected capacity throughout 2022, despite continued complexities relating to the
Covid-19 pandemic. The political and regulatory environment in Brazil has been relatively stable over the course of the year,
although the polarized election campaign may indicate some uncertainty going forward.

Mitigation

In Brazil, actions have been taken to improve asset integrity, strengthen community relationships and reduce our long-term
environmental impact. Systematic social responsibility efforts are ongoing, including the Sustainable Barcarena initiative and
commitments stemming from the agreement with the Government of Para and Ministério Publico. Hydro is engaged in a
systematic dialogue with political, governmental, non-governmental and local communities regarding the social and regulatory
challenges facing our operations and the communities in which Hydro operates.

The physical adaption of assets and supply chain robustness are important mitigating factors against the risk posed by climate
change related incidents, such as flooding, landslides, droughts, and the implications these may have on the local environment,
as well as our ability to continue safe operations and access to raw materials and markets.

Commercial activities within alumina and other raw materials provide access to key markets and other sources as a tool in
managing supply disruption risk.



Introduction

Our business
Performance review
Governance
Sustainability
Financial statements

Appendices

D)

Hydro

© Hydro 2023

3. Macro-economic developments, geopolitical tensions, protectionism and trade disruptions D v

Description

The aluminium industry is pro-cyclical with demand for
products closely linked to overall economic conditions.
Protectionism is the process by which countries impose
barriers to free trade with the intention of protecting national
interests. Geopolitical tensions are often the underlying cause
of such actions. Trade and supply chain disruptions can impact
the access to and cost of raw materials.

Consequences

Protectionism may directly affect Hydro’s ability to access
certain markets and trade competitively. It also leads to lower
economic growth, which could indirectly affect the demand for
our products.

Higher import duties and trade barriers increase costs,
impacting the quantity, quality and price of internationally
traded goods which Hydro requires to run our operations.

Periods of macroeconomic uncertainty or recession can
increase the price volatility for aluminium products, affecting
Hydro’s ability to deliver stable returns. Macro-economic
developments also drive changes in currency rates, which
may have a significant adverse effect on Hydro’s cost and
competitive position. At the industry level, changing dynamics
in major aluminium producing countries, such as China, may
see large volumes of aluminium enter the market, reducing
global price levels.

In the long-term, renewable energy scarcity and high supply
costs in countries where Hydro operates could affect our
competitiveness.

Developments

High inflation, increasing interest rates, higher energy costs and additional factors such as those stemming from the conflict
between Russia and Ukraine have impacted economic growth, affecting demand for Hydro’s products. Hydro operates in
several countries which could face energy scarcity resulting in the rationing of energy, either caused by sudden events such as
the curtailment of gas supply from Russia or gradually increasing supply challenges, particularly during winter months. Energy
rationing could materially disrupt Hydro’s operations in those countries.

Supply chain disruptions, both logistical and geopolitical, are adversely impacting the supply and cost of certain raw materials
to our operations as well as our customers’ ability to receive goods on which they depend to run their operations. This has been
further exacerbated by continued shipping constraints.

In March 2021, the European Union (EU) imposed anti-dumping duties on certain aluminium extrusions from China for a period
of five years. This was followed in the UK by a similar decision in December 2022. A temporary agreement between the US and
EU regarding US Section 232 tariffs on aluminium replaces duties with quotas while exports from Norway and Qatar are still
exposed to 10 percent tariffs.

Mitigation

Robust and stable operations, a strong balance sheet, high focus on operational and commercial improvements, competitive
power contracts and strategic hedging support Hydro’s robust positioning during potential downturns. Due to the Energy crisis,
severe market volatility has adversely affected liquidity in the industry. Hydro proactively monitors and manages credit risk in our
contract portfolio, and maintains constructive dialogues with relevant contract parties. However, actions may still be needed in
response to market conditions, for example due to a significant reduction in market demand for aluminium billets in Europe and
high energy prices, Hydro decided to close its majority owned primary aluminum Hydro Slovalco plant in Slovakia and partially
reduce production at two plants in Norway until market conditions improve.

In general, Hydro is well positioned to handle challenges arising from protectionism and regionalization. The majority of our
network of aluminium metal plants is located within large well-established markets, and our downstream operations have strong
local presence in both Europe and North America. Hydro also actively participates in organizations aiming to promote and foster
fair trade, such as European Aluminium and the U.S. Aluminum Association.

The supply chain risk is managed through a combination of physical inventory build-ups for key raw materials, selective
hedging, long-term agreements with approved suppliers and commercial activities in the marketplace.

For further information on our mitigating financial measures, please refer to the Performance review section Hydro’s key
financial exposures and note 8.1 Financial and commercial risk management.
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4. Regulatory & policy framework uncertainty

® v

Description

The aluminium industry is subject to multiple local and global
regulatory frameworks, including mining regulations, tariffs,
labor laws and power industry regulations. Additionally, climate
related regulations in the European Union (EU) such as

the implementation of national and regional CO, taxes and
increased attention on similar regulations in the United States
of America (US) are at the forefront of the current uncertainty.
The growing pressure to meet climate goals is driving the pace
of new regulations and their increased scope regarding all
aspects of sustainability.

Consequences

The sustainability driven developments in regulatory
frameworks largely represent an opportunity for Hydro. There
might however be unintended consequences arising from
complexity, the uneven impact of and increased emphasis on
legislation, potentially impacting aluminum’s competitiveness
versus other materials, the economic viability of our operations
and/or ability to conduct business in certain markets.

A failure to comply with such laws across multiple local

and global regulatory frameworks could expose Hydro to
investigations, criminal and civil sanctions such as fines,
penalties or loss of licenses, materially impacting the financial
results. In addition, there could be adverse consequences such
as reputational damage.

Developments

The growing pressure to meet climate goals is driving the pace of new regulations and their increased scope regarding all
aspects of sustainability. This is increasingly aligned with a push towards strengthening regional sustainable supply chains,
reducing dependence on global markets for key raw materials and energy sources.

In Europe, the EU has reacted to the energy security challenges arising from the Russian invasion of Ukraine by increasing its
drive towards renewable power, launching its sweeping ‘REPowerEU’ legislative package in May, aiming to reduce consumption,
increase renewable production and diversify energy supplies. The US passed “The Inflation Reduction Act”, a landmark federal
law which includes investments in clean energy production, reducing emissions and improving energy security.

The “Fit for 55” climate legislative package proposed in 2021, includes among other things, a review of the emissions trading
system (ETS). The EU reached an agreement on the revision of the ETS and introduction of a Carbon Border Adjustment
Mechanism (CBAM) in December 2022. The new ETS and CBAM means that free allocation of emission allowances for
aluminium production will be phased out from 2026 to 2034. By 2025, the Commission will also consider whether to replace
the indirect CO, cost compensation scheme with a CBAM on Scope 2 emissions. The US has been considering similar
mechanisms, but so far focused on investment support through the Inflation Reduction Act (IRA).

The Commission has proposed amendments to the EU’s electricity market design in addition to various national and EU
initiatives already introduced to soften the impact of the energy crisis. In addition, there is uncertainty around potential structural
reform to the EU’s electricity market design in addition to various national and EU initiatives already introduced to soften the
impact of the energy crisis.

Mitigation

Hydro continues to actively engage with regulators and industry associations, where appropriate, to ensure that aluminium’s
position is taken into consideration. Hydro has been involved in the development of international frameworks on climate change
and greenhouse gas emissions, supporting the establishment of a level playing field for the industry.

For power industry regulations, Hydro engages in various activities to support and promote sustainable energy policies in the
regions in which it operates, in addition to securing competitive energy supplies for our own operations.
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5. Technological breakthroughs

D v

Description

Hydro is exposed to disruptive technological developments

by our direct competitors or by other competing materials and
industries. Materials produced with technologies giving lower
sustainability footprints could have a significant advantage and
could challenge aluminium in key application areas.

Consequences

The successful industrialization of competing metals with lower
sustainability footprints could increase the risk of substitution
and potentially lower demand for aluminium.

The successful commercialization of breakthrough
technological developments such as inert anodes would impact
Hydro’s comparative advantage as an aluminium producer with
one of the lowest CO, footprints.

Our new business ventures into growth markets such as
hydrogen, batteries, and solar energy also expose Hydro to the
increased risks associated with immature technologies.

Developments

The increasing focus on sustainability is part of a long-term trend and expected to continue going forward. Hydro sees research and
development activities across relevant industries concerning CO2-free production methods and competing material, such as production of steel
using hydrogen. Within the aluminium industry, several research initiatives are looking into inert anode technology to reduce direct process
emissions.

Mitigation

Hydro views technology as a key enabler in delivering on the dual profitability and sustainability strategy. Hydro conducts
research and development in house and participates in joint partnerships and projects with other leading industrial companies,
universities and research institutions. We also follow external developments closely.

Hydro has identified and are executing a number of technology based roadmaps to producing aluminium with near-zero to zero footprint,
including recycling of post-consumer scrap, carbon capture, and CO2-free primary production through a chloride based process called HalZero.

Within renewable energy, risks related to immature technologies are mitigated through entering selective partnerships with
established leaders and by taking limited positions to gain experience while restraining the potential downside.
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6. Climate change

®

Description

Climate change related risks comprises climate related
physical events that may impact the integrity of our assets
(physical risks), as well as strategic challenges arising from
climate related policies, regulations and customers’ demand for
zero or low-emission solutions (transition risks).

Physical risks could result from climate related acute and/

or chronic changes in rainfall patterns, flooding, shortages of
water or other natural resources, variations in sea levels, storm
patterns and intensities as well as temperatures.

Transition risks could result from an increased demand for low-
carbon products and solutions, higher costs for greenhouse
gas emissions and production inputs, as well changes to
market prices for aluminium based products.

Consequences

The consequences of physical risks on Hydro’s facilities and
operations are highly uncertain and could include the flooding
of containment basins, interruptions to production processes,
infrastructure failures and the potential for major accidents.

Transition risks could positively affect the demand for and
valuation of Hydro’s low-carbon products and portfolio while
also requiring the implementation of additional low-emission
solutions throughout the value chain. Current technologies
may not be able to meet the abatement and emissions
requirements, necessitating the development of new solutions
to reduce our carbon footprint.

Developments

Physical climate risks are on the rise, evidenced by the increased occurrence of climate events such as floods, drought, and
forest fires. Hydro is exposed to such physical climate risks through its global footprint, although there was no significant impact
to our operations over the course of 2022.

Transition risks are reflected in the increased demand for low-carbon aluminium in our markets. The sales of Hydro Reduxa

and Hydro Circal have increased accordingly. Hydro’s climate strategy puts Hydro in a leading position to supply low-carbon
aluminium to the market. Hydro also sees a growing interest among our customers and end users regarding our decarbonization
roadmap and ability to deliver near-zero products well before 2030.

Mitigation

Hydro has conducted comprehensive climate risk assessments to better understand and mitigate the potential consequences
of climate related physical events on our operations. Hydro modelled future weather patterns and their potential impact on

our sites based on climate models and scenarios from the Intergovernmental Panel on Climate Change (IPCC). For 2023, our
ambition is to update the physical climate risk assessments and further integrate the findings and management of such risks at
an operational level, where the physical adaptation of assets and supply chain robustness are the subject of ongoing attention.

In order to manage transition risks, Hydro’s climate strategy, advocacy work on future climate related legislation, technology and
market strategies aim to be consistent with a 1.5 degree scenario. Our long-term positioning, operational and financial planning
reflect our assessment of related transition risks. Hydro’s capabilities and positioning within renewable energy, batteries, low-
carbon alumina and aluminium products, sorting and recycling, ambitious decarbonization roadmap and new energy ventures
positions the company well to benefit from the transition to a low-carbon economy.
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Incident risks

7. Insufficient asset integrity

9

Description

Hydro is exposed to a range of risks and hazards including
critical equipment breakdowns, power failures and natural
catastrophes that could result in disruptions to operations
across our business areas

Consequences

Operational disruptions might reduce or interrupt production
at key plants for significant periods of time, materially affecting
our financial results and cash flows.

In Brazil, Hydro operates an integrated mine, pipeline and
refining system meaning that a disruption at Paragominas
could adversely affect Alunorte and other downstream
operations.

Some operations are located close to sizable communities
where operational events could also result in significant
and potentially lasting impacts on the health and safety of
employees, contractors, nearby communities as well as the
environment. In addition, Hydro might be subject to claims,
fines and further damage to our profitability or reputation.

Developments

The risk of a major operational disruption in Bauxite & Alumina (B&A) remains a subject of ongoing attention. There was no
significant disruption in B&A and energy and extrusion sites over the course of 2022, and the long-term risk is expected to
decline with the planned investments to sustain and replace equipment across sites. One of the four production lines at the part-
owned aluminium plant Albras shut down from February 19 to July 29, 2022, due to an internal power distribution failure. This
reduced the plant’s overall production capacity by 25 percent during the period.

Mitigation

In Brazil, Paragominas joined Alunorte and the port in being certified according to the ISO 55001 Asset Management standard.
Extensive repairs and maintenance on the Paragominas bauxite pipeline continue to progress according to plan with 36
kilometers completed in 2022. The back up power line between Paragominas and Tomé-Agu is expected to be completed

in 2023. A third Mobile Harbor Crane was added at Vila Do Conde port to further support bauxite offloading activities,
complemented by updated firefighting measures to protect the conveyor belts.

Hydro Aluminium Metal made good progress on projects to replace or update critical equipment such as rectifiers, pot control
systems and baking furnaces. In response to the recent disruption at Albras, a comprehensive review of busbars has been
conducted and Hydro is testing a new busbar by-pass solution.

Hydro performs regular inspections and maintenance activities, conducts comprehensive emergency preparedness training
with key personnel and maintains a range of business continuity plans across sites to best prevent and mitigate operational
disruptions. Our resilience against power outages is enhanced, where appropriate, by automated substations, power generating
facilities and back up facilities.
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8. Material legal or compliance incident

o ©

Description

While Hydro has a strong commitment to act in compliance
with applicable laws and regulations, the company could

still be negatively affected by criminal or civil proceedings

or investigations related, but not limited to, alleged anti-
competitive or corrupt practices, product quality, environment,
health and safety, data privacy, market regulation or trade
sanctions.

Consequences

Hydro’s controls and initiatives may, however, be insufficient

to mitigate the risk of non-compliance with applicable laws and
regulations and if such risk materializes there could be material
adverse effects on our business. Potential consequences
range from fines or penalties, litigation and reputational

risk, withdrawal of licenses and suspension or operational
shutdowns thereby causing material adverse impacts on
Hydro’s operating results, cash flow and financial condition.

9. Major cyber-attack

Developments

Hydro’s exposure to legal and compliance risks are considered relatively stable. All business units are frequently mapping and
evaluating such risks and implementing corresponding mitigating measures. Risks arising from regulatory developments within
the various compliance areas are mitigated by continuous improvements of Hydro’s compliance structures and processes. For
instance, the risk of potentially breaching trade sanction laws has been given special attention since the invasion of Ukraine.

One compliance incident involving a US subsidiary is still in progress. Hydro Extrusion USA, LLC executed a plea agreement
under which it admitted to a federal misdemeanor violation of the Clean Air Act at its cast house in The Dalles, Oregon. An initial
sentencing hearing is set for January 2023, with a second hearing to be scheduled in the second quarter of 2023. The company
is continuing to proactively work with the U.S. Environmental Protection Agency Suspension and Debarment Division. Hydro
Extrusion USA, LLC is also engaged in discussions with the EPA’'s Suspension and Debarment Division with respect to this
matter.

Mitigation

Hydro’s Code of Conduct requires adherence to laws and regulations as well as global directives and procedures. It is
systematically implemented and maintained through our compliance system, which is based on a clear governance structure
defining roles and responsibilities to manage the relevant compliance risks. Business Areas have a clear responsibility to act in
a compliant manner, while being supported by Group Compliance and competent staff in other functions to help safeguarding
compliance. While the system includes controls and activities to prevent, detect, report and respond to compliance failures, the
core focus is on the prevention of non-compliance incidents. In addition to policies, guidelines and procedures, Hydro maintains
an extensive training program adapted to the company’s risks and profile to continuously build and maintain a strong culture of
compliance and integrity.

D

Description

Hydro’s Information and Technology (1&T) infrastructure is
critical to all our operations, ranging from process control
systems at production sites to central personnel databases and
systems for external reporting.

Cybercrime is increasing globally, exposing Hydro to a range

of threats to the integrity, availability and confidentiality of our
systems. Threats may include attempts to access information,
ransomware attacks, destructive installation of viruses, denial
of service and other digital security breaches.

Consequences

A cyber breach could result in a broad range of impacts
including HSE events, operational disruptions and the leakage
of private or confidential data.

Developments

The underlying cyber security risk to industrial control systems stabilized after a spike early in the year, triggered by uncertainty
with regards to the invasion of Ukraine’s potential to escalate into cyberwarfare. This was addressed by Hydro through internal
control improvements including but not limited to business continuity, incident and crisis management, network security as well
as training & awareness.

The external threats relating to cyber attacks are developing as malicious actors continue to innovate and change their
techniques to increase their success rate, requiring organizations to adapt quickly.

Mitigation
Hydro remains vigilant to the unstable geopolitical situation in Europe and other continents where the company operates with
possible spillover effects on governmental organizations and companies around the world.

This risk continues to receive attention through the continuous improvement and close monitoring of compliance to and
effectiveness of existing security capabilities. Security controls will be further refined over 2023 and 2024, with a focus on
protecting Hydro against the most relevant threat actors and their specific tactics and techniques. Hydro has adopted a
risk based approach where new security measures will be prioritized based on continuous evaluation of the dynamic threat
landscape.
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10. Failure to meet social performance expectations

D

Description

Hydro is committed to behaving in an ethical and socially
responsible manner. However, the company could still be
exposed to allegations or perceived failures to act in an ethical
or socially responsible manner, particularly related to human
rights and legacy issues which could influence our social
license to operate.

Consequences

A deterioration of our social license to operate may impact our
ability to maintain optimal productivity at certain sites, would
Hydro no longer be perceived as a responsible company. Loss
of public trust could affect our reputation both in the short and
long term, impacting our ability to attract capital and ultimately
result in a loss of market share.

Unrest in local communities may impact safety and security as
well as cause logistical and transportation challenges.

Other potential consequences range from fines or penalties,
contractual, litigation, the withdrawal of licenses and
suspension or operational shutdowns thereby causing a
material adverse impact to Hydro’s operating results, cash flow
and financial condition.

Developments
Social performance related risks continue to be jointly influenced by increased customer and civil society expectations, scrutiny
as well as legislative development in Norway, Germany and the coming EU Due Diligence Directive.

Hydro believes that transparent communication with regards to sustainability claims including social performance is critical
to gain trust. Hydro is increasingly engaged by customers and civil societies to verify our ethical sourcing and social footprint
across the value chain from bauxite mining and scrap supply to finished products.

In a context of increasing geopolitical uncertainty and polarization, Hydro is likely to see more instances where social conditions
are less than optimal in some areas where Hydro operates and parts of the supply chain.

Mitigation

As part of Hydro’s social responsibility strategy, the company has defined priorities and overall goals, and implemented these
through specific directives, policies, procedures and social development programs to manage social risks and opportunities
throughout the company.

Hydro continues to implement human rights due diligence in our business processes including own operations, procurement
activities and projects, as well as building our internal competence on human rights management.

Hydro collaborates in industry initiatives and invests in partnerships for supporting human rights and positive social
development, such as through our ICMM membership as well as partnership with Amnesty International in Norway.

The Aluminium Stewardship Initiative (ASI) certification of our sites across the value chain provides our stakeholders with a third
party verification that Hydro conducts our business according to globally accepted good practices, and joint-venture Qatalum
smelter received AS| Performance and Chain of Custody certifications in April 2022.

See the chapter on Human rights, Responsible supply chain and Local community value creation for further information.
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11. Material tax change

® Al

Description

Hydro is committed to pay equitable taxes where the economic
value is created. Our global reach involves complexity and
potential volatility linked to regulatory changes on direct and
indirect taxes as well as to OECD/EU initiatives such as the
Global Tax Reform. In addition, multiple changes often occur
in local tax regulations, constantly shifting the global tax
landscape, which is challenging to predict and navigate.

Consequences

Changes to tax regulations can occur suddenly and materially
impact Hydro’s financial results as well as influence decisions
with regards to future investment.

Developments

In Brazil, the tax system remains complex and volatile, with a broad range of direct and indirect taxes levied at federal, state and
municipal levels, including the Imposto Sobre Circulagdo de Mercadorias e Servigos (ICMS) which is an indirect tax charged

on circulation of goods and services. Brazil has a general ICMS exemption on exports. Under a 15 years framework agreed in
2015 with the state of Para, Hydro’s local operations are under certain conditions entitled to a deferral of the payment of ICMS.
A potential discontinuation of the ICMS deferral would materially adversely affect Hydro’s operating results from its Brazilian
operations.

Over the last year, local authorities showed increased attention to ICMS, requesting that Hydro demonstrates compliance
with commitments under the agreement. A 5 percent reduction on the deferral was resolved for Albras, offset by a new
Complementary Law which lowers energy tax levies to the general rate.

Hydro is involved in a large number of disputes with tax authorities pertaining to the Group’s business in Brazil. In Norway, a
proposal was introduced in September to increase the effective resource rent tax rate for hydropower from 37 percent to 45
percent, in addition to the introduction of high-price contributions.

Mitigation

Hydro is engaged in a systematic dialogue with local, state and federal politicians as well as industry associations regarding the
fiscal regulatory challenges which could impact Hydro’s operations. The main topic of this dialogue concerns our contribution

to a sustainable aluminum value chain and underlines the need for competitive and predictable framework conditions for its
operations.

Hydro continuously monitors and responds to global regulatory changes, including the development and implementation of
Mandatory Disclosure Regime (MD) guidelines as a response to the directive issued by the EU.
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HSE risks

12. Fatal or life changing accident

D

Description

Hydro’s operations range from mining in Brazil, primary
aluminum production in Norway and Brazil, extrusions in
Europe, the US, South America and China, as well as the
recycling of used metal in Europe and production of renewable
power. Each activity poses serious safety risks that, if not
controlled, could cause serious injuries or fatalities.

Despite Hydro’s best efforts, high-risk incidents do occur. All
such incidents are treated seriously and investigated to their
root causes to prevent recurrence.

Consequences
Workplace related loss of life has a traumatic and long lasting
psychological effect on relatives, close friends and colleagues.

Life changing injuries affect the quality of life of the injured
person and often require significant adjustments at home and
work. This could be associated with long lasting psychological
impacts on the injured person and family, together with the
need for ongoing financial support. Police or health and safety
agencies might impose sanctions which include imprisonment
and fines. In addition, Hydro might need to shut down its
operations and be subjected to legal disputes, sanctions and
reputational damage. Civil action could result in compensation
claims.

Developments

High-risk incidents with the potential for a fatality or life threatening injury continue to decrease in both number and rate. There
were no life threatening injuries to employees or contractors in 2022, however one life changing injury to a contractor occurred
during the year. Initiatives rolled out during the year include robust self-assessment systems across BAs as well as traffic and
asset management improvements.

Mitigation

Hydro’s approach to HSE and Security includes leaders who are committed to safety and highly visible on the factory floor with
well developed and robust HSE management systems, together with employees and contractors who are actively involved in
day to day HSE activities reducing risks such as work permitting, risk assessments and root cause analysis.

Control measures aimed at reducing the likelihood of fatal and life changing incidents occurring have been developed and
implemented in all business areas. Hydro’s fatality prevention procedures are well established and continuously improved.

High-risk actions and completion rates are critically reviewed to ensure robust processes and learning across all sites.
Frequent health, safety, security and environment network meetings connect specialists from all business areas, who discuss
preventative control measures following high-risk incidents and who share best practices and innovative solutions. Machinery
safety and asset integrity incidents are receiving particular attention to further prevent failures and constitute an area for further
improvement.
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13. Security incident

®

Description

Hydro is exposed to security risks such as public violence,
robbery or theft. This risk is particularly relevant in the
Barcarena region in Brazil, but also present in other areas such
as Mexico (Reynosa and Monterrey).

Consequences

The outcome of security incidents could be psychological
impact, a serious injury, single or multiple fatalities. The risk of
kidnapping and subsequent ransom demands is also present.

Security incidents could potentially be associated with
environmental incidents through attacks on the Paragominas
bauxite pipeline and result in business interruptions.

Developments
A number of firearm related incidents and robberies occurred in 2022 in relation to Hydro’s operations in Paragominas, Alunorte
and Extrusion North America, however the overall incident levels have decrease significantly compared to 2021.

Violence in Barcarena and surrounding areas remains comparable to previous years, at a concerning level. There have also
been several armed hijacks of trucks used to transport Hydro Extrusions materials in Sao Paulo. The security situation in
Reynosa and Monterrey, while not impacting business operations, remains a concern and is monitored closely.

The war in Ukraine and associated increase in international political tensions elevates the potential risk of sabotage.

Mitigation

Hydro’s Bauxite & Alumina security team closely monitors security risks and maintains close contact with security authorities in
operational areas. Security training for security teams based in Brazil is ongoing, and weekly security calls incorporate all Hydro
locations in the country. Improvements to perimeter fencing and monitoring at Alunorte have improved deterrent and response
with improvement in access controls and CCTV implemented.

Hydro monitors closely the performance of our security providers, one of which has achieved international accreditation and
recognition.

Group Security closely monitors the security risks in Brazil and maintains close contact with both plants in Mexico ensuring
security mitigation measures are aligned with the developments and threat.

The review of security and emergency preparedness procedures and contingency plans is ongoing to counteract threats to
Hydro businesses related to the Russian war on Ukraine.
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14. Impact on the environment

D

Description

Hydro’s mining and industrial operations are exposed to
potential risks that could have a negative impact on the
environment. Such risks are usually long-term and may relate
to the effects of known and unknown, historical and current

emissions to the air, water and soil around Hydro’s operations.

Many operational sites have some form of environmental
legacy that will need to be remediated prior to site closure.
Examples include areas with contaminated ground and
landfills that could potentially impact the environment if there
is a route of exposure, such as a spread to the food chain via
groundwater.

Consequences

Related events could have a significant and potentially lasting
negative impact on the aquatic life, flora, fauna and may
pose health and safety risks to nearby communities if, for
example, ground water becomes contaminated. They could
also potentially lead to operational shutdowns, fines or legal
disputes, negative reputational impacts as well as a material
impact on financial results and cash flow.

Developments

Chemical usage and waste production are present at all sites, with an inherent risk of spills and leakages. Aluminum Metal and
Bauxite & Alumina are the business areas most exposed to significant negative impacts on the environment due to the volumes
of hazardous materials used in operations and locations of large sites. There has been a small reduction in severe incidents
reported in 2022, compared to previous year.

Mitigation

All Hydro sites are required to have action plans in place for known legacies. These are agreed with relevant regulatory bodies.
Legacy remediation plans are suitable for known risks, but potential investigations may uncover unknown risks, while there is
also an increased scrutiny of operations in Brazil.

In order to reduce the risks for our operations, Hydro performs extensive risk assessments. These include the modelling of
future weather patterns and their impact on Hydro’s facilities based on existing climate models from the Intergovernmental Panel
on Climate Change (IPCC) and scenarios for policy and legal risk, technology, market and reputational risk. Environmental
studies are being conducted in Barcarena. These were originally due for completion in 2022, but have been postponed until next
year. A rehabilitation plan is in place for Paragominas.

All sites are required to follow Group standards on chemical and waste management to mitigate the inherent risk of storing,
handling and disposing hazardous materials. Chemical management and controls set to prevent spills are included in business
area internal audit programs. Hydro has conducted analysis on fluoride emissions from our smelters in Norway and established
plans to mitigate their effect on the local deer population.
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15. Structural collapse or other major accident

D 4

Description

Hydro is exposed to the risk of major accidents such as the
collapse of a hydropower dam, an incident at its tailings
storage at Paragominas or bauxite residue storage facilities
at Alunorte and Schwandorf, the collapse of the entire port
structure at the Alunorte alumina refinery or a rupture of its
bauxite slurry pipeline between Paragominas and Alunorte.

Consequences

Any occurrence of such incidents could have a significant and
potentially lasting adverse impact on the environment as well
as the health and safety of employees, contractors and nearby
communities. In addition, Hydro might need to shut down

its operations and may be subjected to fines, legal disputes
and reputational damage thereby causing a material adverse
impact on operating results, cash flow and financial condition.

Developments
Extensive repairs and maintenance to the pipeline took place in 2021, 2022 and are still ongoing. There have not been any
incidents involving crane failures or other significant defects in other structures during the year.

The stability of the Schwandorf bauxite residue deposits in Germany has progressed with a drilling and testing program
according to Geotechnical Design Standard. Following this assessment, it was concluded that the bauxite residue facilities
exhibit geotechnical stability, and no risk elements require immediate measures.

Mitigation

Hydro is continuously seeking to reduce the likelihood of major incidents with risk mitigating activities through the commitment
to comply with the Global Industry Standard on Tailings Management within the applicable deadlines. Other initiatives include
Tailings Dry Backfill technology that will eliminate the long-term risk of failure at Paragominas.

Hydropower dams are highly regulated. At closed tailings facilities, the risk of failure under varying conditions, including extreme
weather and seismic events (defined as events with a statistical return period of 1:10000), is under investigation.

The Paragominas bauxite pipeline’s extensive repairs and maintenance program is ongoing, while security concerns associated
with the pipeline’s length and remote location are addressed through a robust and well embedded fatal risk management
approach.

The old ship unloaders at the Vila do Conde port in Brazil were replaced by new Mobile Harbor Cranes. Frequent contact with
the port administration continues with improvements in maintenance and inspections regimes.
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The Hydro share

Introduction
Hydro’s share price closed at NOK 73.32 at the end of 2022.

The return ex. dividend for 2022 was NOK 5.1, or 7.4 percent.

Hydro paid its 2021 dividend of 5.40 NOK/share in May
2022, and 1.45 NOK/share in September 2022. In addition,
a NOK 2 billion share buyback program was approved by
the Extraordinary General Meeting in September 2022. As
of December 31, 2022, 34 percent of the share buyback
program had been completed.

Hydro’s Board of Directors proposes to pay a dividend of
NOK 5.65 per share for 2022, and a share buyback program
of NOK 2 billion for approval by the Annual General Meeting
on May 10, 2023, reflecting Hydro’s strong financial position.
The proposed payment demonstrates the company’s
commitment to provide a predictable and competitive
dividend.

The average five-year payout ratio is 74 percent. There were
2,068,998,276 shares issued at the end of 2022. A total of
1,272,589,837 Hydro shares were traded on the Oslo Stock
Exchange (OSE) during 2022 at a value of NOK 88.9 billion,
making Hydro the third most traded company on the OSE.
The average daily trading volume for Hydro shares on the
OSE during 2022 was 5,029,999 shares. Hydro’s shares

are listed on the Oslo Stock Exchange, while our American
Depositary Shares (ADSs) trade on OTCQX International in
the US, the premium over-the-counter market tier.

Dividend policy

Long-term return to shareholders should reflect the financial
value created by Hydro over time. Total shareholder return
consists of dividends and share price development. Hydro’s
dividend policy is in the long term to pay out minimum 50
percent of adjusted net income as ordinary dividend over the
cycle to our shareholders. The dividend policy has a floor of
NOK 1.25 per share.

When determining the dividend for a specific year, Hydro will
take into consideration expected earnings, future investment
opportunities, the outlook for world commodity markets and
our financial position. Hydro targets an adjusted net debt of
around NOK 25 billion over the cycle.

Top 15 shareholders

NHY share price development

The Ministry of Trade, Industry and Fisheries

NOK

34.7%

Folketrygdfondet

6.0% 200

The Vanguard Group, Inc.

2.4%

BlackRock Investment Management (UK) Ltd.

2.2% 160

BlackRock Institutional Trust Company, N.A.

2.1% 120

Schroder Investment Management Ltd. (SIM)

1.5%

Storebrand Kapitalforvaltning AS

1.4% 80

DNB Asset Management AS

1.4%

Nordea Funds Oy

1.2% 40

KLP Fondsforvaltning AS

1.2%

State Street Global Advisors (US)

1.0% January — December

PointState Capital LP

0.9%

T. Rowe Price Associates, Inc.

— NHY
Peer range

0.9%

Alfred Berg Kapitalforvaltning AS

0.8%

Allianz Global Investors GmbH

0.8%

See main shareholder list on Hydro website.

Geographical ownership
of shares

Other 12.2% ‘\ /— Norway 47.3%

Rest of World 4.0 % —

Rest of Europe 12.1 %

United Kingdom 9.3% ——

United States 15.0%

Share price development vs OBX

150

120 q

90

60
January — December

— NHYDY index
LME 3M
— OSEBX index
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Share buybacks or extraordinary dividends may supplement
ordinary dividends during periods of strong financial results,
due consideration being given to the commodity cycle and
capital requirements for future growth. The total payout
should reflect Hydro’s aim to provide its shareholders

with competitive returns benchmarked against alternative
investments in comparable companies. Hydro’s Board

of Directors normally proposes a dividend per share in

Commom share data

connection with the publication of our fourth quarter results.
The Annual General Meeting then considers this proposal in
May each year, and the approved dividend is subsequently
paid to shareholders in May or June. Hydro pays ordinary
dividends once each year. For non-Norwegian shareholders,
Norwegian tax will be deducted at source in accordance with
the current regulations.

2022 2021 2020 2019 2018
Share price high, Oslo (NOK)" 89.95 71.46 40.74 41.55 62.70
Share price low, Oslo (NOK)" 51.49 36.99 19.14 26.49 38.69
Share price average, Oslo (NOK) 69.34 55.94 28.09 33.43 48.61
Share price year-end, Oslo (NOK) 73.32 69.52 39.86 32.64 39.21
Earnings per share from continuing operations 11.76 5.92 1.99 0.52 2.75
Adjusted earnings per share from continuing
operations? 10.70 6.77 1.32 0.52% 2.75%
Dividend per share (NOK) 5.65% 6.857 1.25 1.25 1.25
Pay-out ratio® 53% 101% 95% 240% 45%
Dividend growth (18%) 448% - - (29%)
Pay-out ratio five year average® 74% 81% 65% 54% 43%
Adjusted net cash (debt) / Adjusted EBITDAY 0.20 0.36 1.959 2.27 1.210
Credit rating, Standard & Poor's BBB BBB BBB BBB B BB
Credit rating, Moody's Baa3 Baa3 Baa3 Baa2 Baa2
Non-Norwegian ownership, year-end 53% 52% 52% 40% 41%

Outstanding shares, average
Outstanding shares, year-end

2,050,779,399 2,050,818,686 2,048,766,546 2,047,057,976 2,045,796,971
2,068,998,276 2,051,475,662 2,049,124,718 2,047,648,790 2,046,302,797

" Share price high and low based on closing price.
2

3

applied for the relevant years.

Includes NOK 1.45 per share extra dividend distributed.

deos

Alternative performance measures (APM) are described in the appendices.
Amounts are as disclosed for the individual years reflecting the accounting policies applied for those years and Hydro’s definition of APMs

2022 dividend per share proposed by Board of Directors, dependent on approval from the Annual General Meeting May 10, 2023.
Dividend per share divided by adjusted earnings per share from continuing operations.
Average dividend per share divided by average adjusted earnings per share from continuing operations for last five years.

This ratio replaces the formerly used ratios Adjusted net cash (debt) to Equity and Funds from operations to average Adjusted net cash (debt).

See note 7.1 Capital management in the consolidated financial statements.

9 Restated.
9 Adjusted net cash (debt) / Adjusted EBITDA.

Pay-out ratio five-year average®
Percent

100

80
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Adjusted earnings per share
from continuing operations?
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Buyback of shares

In periods when earnings are high, Hydro may consider
buying back shares in addition to ordinary or extraordinary
dividend payments. This consideration will be made in

the light of alternative investment opportunities and our
financial situation. In circumstances when share buybacks
are relevant, our Board of Directors proposes buyback
authorizations to be considered and approved by the Annual
General Meeting. Authorizations are granted for a specific
time period and for a specific share price interval during which
share buybacks can be made, in accordance with applicable
regulation.

Funding and credit quality

Maintaining a strong financial position and an investment
grade credit rating are viewed as important risk mitigating
factors, supporting Hydro’s possibilities for strategic
development. Access to external financial resources is
required in order to maximize value creation over time, within
an acceptable risk exposure.

To secure access to debt capital on attractive terms, Hydro
aims at maintaining an investment grade credit rating from
the leading rating agencies. Contributing towards this
ambition, Hydro’s targets, over the business cycle, a ratio of
average Adjusted net cash (debt) to adjusted EBITDA below
2x, and an adjusted net debt of around NOK 25 billion. For
further information, see note 7.1 Capital management in the
Financial Statements section of this report.

American Depository Shares

JPMorgan Chase Bank NA, as depositary of the ADSs
through its nominee company, Morgan Guaranty Trust
Company, held interests in 19,067,034 ordinary shares,
or 0.92 percent of the outstanding ordinary shares as of
December 31, 2022. The interests are on behalf of 249
registered holders of ADSs.

Major shareholders and voting rights

As of December 31, 2022, Hydro had 56,441 registered
shareholders as per the Norwegian Central Securities
Depository (VPS). The Ministry of Trade, Industry and
Fisheries of Norway was the largest of these with a
shareholding of 34.26 percent of the total number of ordinary

shares authorized and issued, and 34.70 percent of the total
shares outstanding. As of the same date, the Government
Pension Fund - Norway (Folketrygdfondet) owned 5.92
percent of the total number of ordinary shares issued and 6.0
percent of the total shares outstanding. There are no different
voting rights associated with the ordinary shares held by the
state.

The Norwegian Ministry of Trade, Industry and Fisheries
represents the Norwegian government in exercising the
state’s voting rights. The state has never taken an active
role in the day to day management of Hydro and has for
several decades not disposed of any of the ordinary shares
owned by it, except when participating in the share buyback
programs. All shares carry one vote. It is a requirement of
Norwegian legislation that a shareholder can only vote and
have preferential subscription rights for shares registered in
their name.

Shares registered with a nominee account must be re-
registered in the Norwegian Central Securities Depositary,
Verdipapirsentralen (VPS), before the Annual General
Meeting in order to obtain voting rights. This requirement also
applies to our US-traded ADSs. Hydro cannot guarantee that
beneficial shareholders will receive the notice for a general
meeting in time to instruct their nominees to affect a re-
registration of their shares. Hydro is organized under the laws
of the Kingdom of Norway. It may be difficult for investors to
effect service of process outside Norway upon Hydro or its
directors and executive officers, or to enforce against Hydro
or its directors and executive officers judgments obtained

in other jurisdictions. Norwegian courts are unlikely to apply
other than Norwegian law when deciding on civil liability
claims under securities laws.

Information from Hydro

Communicating with the stock market is given high priority,
and Hydro aims to maintain an open dialogue with market
participants. Our objective is to provide sufficient information
on a timely basis to all market participants to ensure a fair
valuation of our shares. Information that is considered price
sensitive is communicated by news releases and stock
exchange announcements. Hydro hosts regular meetings
for investors in Europe and the US. The major brokers in
Oslo and London publish equity research reports on Hydro.
Previous annual and quarterly reports and Hydro’s Investor
relations’ policy are available on Hydro.com.

Annual General Meeting

The Annual General Meeting of the company will be held
May 10, 2023, at 10:00 CET. Notice to the Annual General
Meeting, including information on participation and relevant
appendices will be distributed to the company’s shareholders
at least three weeks prior to the Annual General Meeting.

Change of address

Shareholders registered in the Norwegian Central Securities
Depository should send information on changes of address to
their registrar and not directly to Hydro.

Financial calendar 2023"

April 28 First quarter results
May 10 Annual General Meeting
July 21 Second quarter results

October 24  Third quarter results

" Hydro reserves the right to revise these dates.

See updated calendar on Hydro.com.


https://hydro.com
https://www.hydro.com/en-NO/investorer/financial-calendar/
https://www.hydro.com/en-NO/investors/financial-calendar/
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Sustainability reporting the Hydro Way

The Hydro Way is our approach to business. It is an approach
that has existed within Hydro since 1905 and guided our
development over the years. The Hydro Way originates from
our company’s identity, our unique set of characteristics and
constitutes a way of doing things that differentiates us from
other companies.

The Hydro Way helps set our priorities and serves as a
reference point when questions arise. The Hydro Way
explains how our business is run through:

* Our purpose
* Our values
* Our operating model

Our purpose is supported by our values and defines how
Hydro conducts our business:

Hydro’s purpose is to create a more viable society by
developing natural resources into products and solutions in
innovative and efficient ways.

All elements of Hydro’s environmental and social performance
are integrated in Hydro’s overall group strategy. This includes
specific support strategies on climate change, environment
and people as described in the Sustainability section of this
annual report.

Hydro’s constituting documents and global directives describe
the requirements for our operations. Policy commitments for
responsible business conduct are embedded in business
processes through Hydro’s directives, mandates and
procedures. See the section on Corporate governance for
more information.

Our reporting approach

Hydro has based our sustainability reporting on The Hydro
Way since 2004. The sustainability reporting is reviewed by
Hydro’s Corporate Management Board and approved by the
Board of Directors. Hydro complies with the Norwegian legal
requirements on country by country reporting.

The sustainability reporting is based on reporting frameworks
from the UN Global Compact, the International Council
on Mining and Metals’ (ICMM) 10 principles and Position

Statements, and the Aluminium Stewardship Initiative’s (ASI)
11 principles and underlying criteria.

Hydro reports in accordance with the GRI Standards. Hydro’s
GRI Content Index 2022 can be found at Hydro.com/gri, and
shows Hydro’s adherence to UN Global Compact, ICMM,
ASI, UN Sustainable Development Goals and UN Guiding
Principles on Business and Human Rights.

Our sustainability reporting is subject to independent
assurance by our external auditors. For more information
about our reporting principles and reporting scope, please
refer to About the reporting in the appendices containing the
notes to our Sustainability section.

Materiality assessment

In 2022, Hydro updated our materiality assessment according
to the guidance provided in the GRI 3 (2021) Universal
Standard. The process to update the materiality assessment
was facilitated by the sustainability reporting team, using
workshops to involve expert functions in Hydro that have
insight into our sustainability commitments and external
stakeholders’ expectations. See the stakeholder dialogue
section of the report for more information.

The material topics present our best judgment of the

most significant impacts that Hydro has on the economy,
environment, and people through our activities and business
relationships. The materiality assessment is approved by
Hydro’s Corporate Management Board.

Our 2022 report is organized around nine material topics.
Each of the nine topics has corresponding subchapters in the
annual report, which sets out why the topic is material and
presents our management of and performance related to the
material topic and the corresponding subtopics.

SUSTAINALYTICS

MSCI

Maeber of
Dow Jones
Sustainability Indices

Powered by the S&P Global CSA

ecovadis

MooDY’s  ESG Solutions

ISS ESGD>

Ratings

19.7 (Low risk)
#3 in sector (3/180)

AA rating

“Leading initiatives to
achieve carbon-free
aluminum”

67%
Europae Index inclusion
DJSI inclusion since 1999

73/100
96th percentile

71/100
#1 rank in sector (1/43)

#23 rank in universe
(23/4,826)

B rating
Corporate Rating Prime
Status

Sustainability leader within
industry


https://www.hydro.com/gri
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Hydro's materiality analysis 2022

Ethics and compliance
Integrity and anti-corruption
Partnerships

Product quality and liabilities
Public affairs and lobbying

Transparency

Legacy impact

Responsible supply chain

Environmental impact
Public safety and health
Tailings management

Conflict minerals

Human and workers’ rights
Just transition

Local workforce and wage

Raw materials

Climate change

Climate related risk
Materials and greener
sourcing

Net zero products and
operations

Renewable energy solutions

Innovation and
technology transition

Net zero products and
operations

Renewable energy transition
Research and development

Local community value
creation

Community investments and
social programs

Education and skills
development

Just transition

Environment

Biodiversity

Emissions to air

Tailings and bauxite residue
Water

Waste and efficient resource
use

Human rights

Human and workers’ rights
Indigenous peoples and
traditional communities
Just transition

Living wage

Our people and work
environment

Diversity, inclusion and
belonging

Living wage

Workers’ health and safety
Security and emergency
preparedness

Talent and leadership
development

Material changes from 2021

Several material topics in the 2021 annual report have been
reorganized as subtopics under the nine material topics.
Legacy impact, previosly reported on in the Environmental
chapter, is introduced as a separate material topic. Legacy
impact as a topic with a separate section in the report
reflects that closure planning and managing our legacy
assets comprises managing social and financial risks, as
well as environmental risks.

Innovation and technology transition is introduced as a

material topic. In our 2021 annual report, the topic was

included in Innovation and Renewable energy transition.

Our people and work environment is introduced as a

material topic. The topic covers what our 2021 annual

report included under the topics: Diversity and inclusion,

Emergency preparedness, Health, safety and security, and

Organizational capabilities and culture.

Pandemics is removed from material topics. Our reporting

on the subtopic Security and emergency preparedness

under the material topic Our people and work environment
reflects how Hydro works to prepare for and responds to
pandemics and other acute events.

Living wage introduced as a subtopic to Human rights

and Our people and work environment. This reflects our

obligations, as per the Norwegian Transparency Act, to

map and manage risks related to human rights and working
conditions, which specifies that living wages is a key aspect
of decent working conditions.

Some subtopics appear under several material topics:
Materials is a subtopic to both Climate change and
Responsnble supply chain. The subtopic relates to both
the carbon footprint of our sourced raw materials and
ability to achieve our net-zero ambitions, and to the due
diligence Hydro performs on suppliers to manage risks
related to our commitments to responsible business
conduct.

- Human rights is both elevated as a material topic with
a corresponding subchapter that describes our overall
governance and processes to safeguard human rights in
our operations and value chain in line with the reporting
requirements in the Norwegian Transparency Act, and
also included as a subtopic to Supply chain.
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Corporate governance

Why it matters

Hydro is a public limited liability company organized with

a governance structure based on Norwegian corporate

law. Our corporate governance provides a foundation for
value creation and good control mechanisms in the form of
corporate directives that describe mandatory requirements for
all parts of our organization.

Our approach

Our governing documents and global directives help ensure
that all our employees carry out their activities in an ethical
manner and in accordance with current legislation and Hydro
standards. Our Code of Conduct addresses compliance

with laws and other matters such as handling of conflicts

of interest, and a commitment to equal opportunities for all
employees. Our defined programs contribute to compliance
with anti-corruption and basic human rights, and other
relevant governance areas.

Hydro follows the most recent Norwegian code of practice for
corporate governance dated October 14, 2021. Information
regarding our shareholder policy can be found in the Hydro
Share section. Hydro’s strategic direction is described in the
section on Strategic direction.

Global directives and Code of Conduct

The Hydro Way represents our framework for leadership,
organization and culture and is the foundation of our
governance system. See Sustainability reporting — The Hydro

Way for further information.

Our governance structure is based on applicable laws and
regulations, and Hydro’s corporate directives, with delegation
of responsibility to our business areas and to corporate
functions whose duties include finance, tax and accounting,
social responsibility, environment and governance, including
legal and compliance. In order to maintain uniformly high
standards, Hydro sets common requirements in the form of
constituting documents and global directives. Constituting
documents are approved by Hydro’s Board of Directors, or
the general meeting of shareholders, while global directives
are approved by the President and CEO. This information is
made available to all employees.

Hydro’s Code of Conduct is a constituting document and
applies to all Hydro employees throughout the world, as
well as to board members of Hydro and its subsidiaries. See
Ethics and compliance for more information about Hydro’s
Code of Conduct.

More comprehensive information about our governance
practices, policies, Code of Conduct, and requirements can
be found at Hydro.com/governance. For information about
Hydro’s Code of Conduct, other constituting documents and
global directives, whistleblowing procedure and integrity
program, see Hydro.com/principles.

Governance bodies in Hydro

Management compensation

Information concerning remuneration and remuneration
policies, share ownership, loans outstanding and loan

policy relating to Hydro’s Board of Directors and Corporate
Management Board (CMB) is disclosed in a separate
Remuneration report to be published together with the annual

report.

General meeting of shareholders

Nomination e
committee xtoms
Board of Directors

Audit Compensation
i & People
committee _
committee
Internal Group
audit compliance

President & CEO

Executive Vice Presidents

Corporate Management Board


https://www.hydro.com/governance
https://www.hydro.com/principles
https://www.hydro.com/en/investors/reports-and-presentations/annual-reports/annual-report-2022/
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Governance bodies

General meeting of shareholders

Company shareholders exercise ultimate authority through
the general meeting. Shareholders registered in VPS, the
Norwegian Central Securities Depository, five working days
in advance of the general meeting of shareholders can vote
in person or by proxy. Invitations are sent to shareholders
or to the shareholder’s security deposit bank. Following the
discontinuation of the Corporate Assembly on the company’s
annual general meeting May 10, 2022, the articles of
association of the company was amended to reflect this
amendment to the company’s governance model.

The general meeting of shareholders elects the shareholders
representatives of the Board and determines the
remuneration of the Board. Further it elects the external
auditor and approves the auditor’'s remuneration. It also
approves the statutory report according to Norwegian
requirements and financial statements, including the dividend
proposed by the Board. Moreover, it elects the nomination
committee and determines their remuneration, and, finally,
deals with any other matters listed in the notice convening
the meeting. Shareholders may, at least four weeks before
an ordinary general meeting, request in writing that proposals
for resolutions are submitted to the general meeting, or that
items are added to the agenda.

Developments and events during the reporting year

The Annual General meeting was held May 10, 2022. An
Extraordinary General meeting was held September 20,
2022.

References: The minutes of meeting from the general meetings can
be found at Hydro.com/governance.

Corporate assembly
The corporate assembly was discontinued by the company’s
Annual General Meeting May 10, 2022.

Developments and events during the reporting year

(One meeting. 89 percent meeting attendance)

Members: Terje Venold (chairperson), Abid Shahzad, Lars
Kjetil Skeie, Andreas Bakken, Anne Kverneland Bogsnes,
Odd Arild Grefstad, Berit Ledel Henriksen, Kjetil Houg, Nils
Morten Huseby, Bjgrn Petter Moxnes, @rjan Normann,

Birger Solberg, Unni Steinsmo, Svein Kare Sund, Jorunn
Johanne Seetre, Susanne Munch Thore (deputy chairperson),

Elisabeth Tarstad, Einar Qren.
Deputy members: Hilde Christiane Bjgrnland, Gisle L.
Johansen, Hans Henrik Kloumann, Nils Bastiansen

All members and deputy members stepped down as of the
discontinuation of the Corporate Assembly, May 10, 2022.

References: Articles of association § 7-8 at Hydro.com/governance.

Nomination Committee

The Nomination Committee consists of minimum three

and maximum four members who shall be shareholders

or shareholder’s representatives. The members of the
Nomination Committee, including its chairperson, are elected
by the general meeting of shareholders for periods of up to
two years at a time. The Nomination Committee makes its
recommendation to the general meeting of shareholders
regarding the election of shareholder elected members on
the board of directors and regarding remuneration to the
board members. The nomination committee further makes
its recommendation to the general meeting of shareholders
regarding the election of the members and chairperson of
the Nomination Committee and regarding remuneration to
the members of the Nomination Committee. The guidelines
for the Nomination Committee are adopted by the general
meeting of shareholders. The guidelines include Hydro’s
requirements for independence, shareholder interests,
competence, capacity and diversity.

Developments and events during the reporting year

(14 meetings. 95.7 percent meeting attendance.)

Members: Berit Ledel Henriksen (chairperson, elected chair
as of May 10, 2022), Morten Stremgren, Nils Bastiansen,
Terje Venold (stepped down as of May 10, 2022), Susanne
Munch Thore (elected member as of May 10, 2022)

References: Articles of association § 5A, the guidelines for the
Nomination Committee and biographical information can be found at
Hydro.com/governance.

Board of Directors

The Board of Directors currently holds 11 members. Seven
are elected by the general meeting of shareholders, four

are elected by and among the company’s employees in
Norway, for a period of up to two years. The employee
representatives on the Board each have a personal deputy.
In accordance with Norwegian law, the Board assumes the
overall governance of the company, ensures that appropriate

management and control systems are in place and
supervises the day to day management as carried out by the
President and CEO.

All shareholder elected members are external. No members
elected by employees are part of the company’s executive
management. Employee directors have no other service
contractual agreements with the company outside of their
employee contracts, though they are subject to their duties as
board members.

The Board normally conducts an annual self-assessment of
its work, competence, and cooperation with management and
an assessment of the chairperson. Further, the Board Audit
Committee performs an annual self-assessment.

All shareholder elected members were in 2022, deemed to be
independent according to the Norwegian standards. None of
the company’s non-employee board members had any other
service contractual agreements with the company. Thomas
Schulz was, as of December 31, 2022, the CEO of the listed
company Bilfinger SE. Sales and purchases between Bilfinger
SE and fully owned Hydro subsidiaries was in total NOK
380.363.323 in 2022. Schulz was not directly involved in
these transactions. Schulz stepped down as Board member
of the Company as of May 10, 2022.

Developments and events during the reporting year

(20 meetings. 96.7 percent meeting attendance)

The Board of Directors has an annual plan for its work. It
includes recurring topics such as strategy review, business
planning, risk and compliance oversight, financial reporting,
people strategy, succession planning as well as health and
safety and sustainability including social responsibility, climate
and environment. The Board is closely following the market
and macroeconomic developments relevant for the aluminium
industry. High on the Board’s agenda in 2022 was health and
safety, including social responsibility and the environment,
the Covid-19 situation, and the continued work and
implementation of the Hydro 2025 strategy "Lifting profitability,
driving sustainability.” The board conducted deep dives
throughout the year, including deep dives on Hydro’s human
rights management, cyber security, hydrogen and operational
deep dives on the business areas B&A and Aluminium Metal.
A two day strategy meeting to follow up on the work and
implementation of the Hydro 2025 strategy was held in June.
Extraordinary meetings have been held when needed.


https://www.hydro.com/governance
https://www.hydro.com/governance
https://www.hydro.com/globalassets/08-about-hydro/corporate-governance/corpgovaccordions/guidelines-for-the-nomination-committee-of-norsk-hydro-asa.pdf
https://www.hydro.com/globalassets/08-about-hydro/corporate-governance/corpgovaccordions/guidelines-for-the-nomination-committee-of-norsk-hydro-asa.pdf
https://www.hydro.com/governance
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References: Articles of association and biographical information can
be found at Hydro.com/governance. See Management remuneration
report.

Board People and Compensation Committee

Consists of four members of the Board of Directors. The
committee shall assist the Board in exercising its oversight
responsibility, in particular in relation to compensation matters
pertaining to the President & CEO and other members of the
Corporate Management Board (CMB), other compensation
issues of principal importance, and strategic people
processes in the company, in particular related to succession,
leadership and talent, and diversity and inclusion.

The committee shall regularly consider the appropriateness
and competitiveness of the remuneration arrangements for
the CEO and other members of the CMB.

Developments and events during the reporting year
(10 meetings. 100 percent meeting attendance.)
Members: Dag Mejdell (chairperson), Kristin Fejerskov
Kragseth, Rune Bjerke and Arve Baade'.

In addition, Irene Rummelhoff stepped down as of May 10,
2022, and Sten Roar Martinsen® stepped down as of May 10,
2022.

References: The mandate for the Board People and Compensation
Committee can be found at Hydro.com/governance.

Board Audit Committee

The audit committee consists of four of the Board members
and meets the Norwegian requirements for independence
and competence. The audit committee assists the board
in exercising its oversight responsibility with respect to
the integrity of the company’s financial statements and
sustainability reporting, the financial and sustainability
reporting processes, internal controls, systems of risk
management, and the compliance system. In addition,
the committee oversees qualifications, independence and
performance of the external auditor and Hydro’s internal

audit function. To ensure the independence of the internal
audit function, the head of Internal Audit reports to the board
through the audit committee. The head of Group Compliance
has a dotted reporting line to, and meets regularly with, the
audit committee. The audit committee maintains a pre-
approval policy governing the engagement of the company’s
external auditors to ensure independence.

Developments and events during the reporting year

(10 meetings. 95 percent meeting attendance.)

Members: Marianne Wiinholt (chairperson), Petra Einarsson,
Peter Kukielski & Bjarn Petter Moxnes?.

References: The mandate for the Board Audit Committee can be
found at Hydro.com/governance.

President & CEO and Corporate Management Board
According to Norwegian corporate law, the President & CEO
constitutes a formal governing body responsible for the daily
management of the company. The President & CEO leads
Hydro with the assistance of the Corporate Management
Board. The division of functions and responsibilities between
the President & CEO and the Board is defined in greater
detail in the rules of procedures established by the board.
The CMB, including the President & CEO, has a shared
responsibility for promoting Hydro’s objectives and securing
the company’s property, organization and reputation.
Members of the CMB are also Executive Vice Presidents
(EVPs) with responsibility for the respective business areas
and corporate staffs.

Developments and events during the reporting year

(27 meetings in 2022)

Helena Nonka stepped down as EVP Corporate Development
October 1, 2022. Trond Olaf Christophersen was appointed
EVP Corporate Development November 1, 2022.

References: Biographical information on the CMB members in the
section on the Corporate Management Board. See Management
remuneration report.

' Martinsen and Baade are employed in Hydro. Baade represents
the employees through the Norwegian Confederation of Trade
Unions (LO). We believe that such reliance does not adversely
affect, in any material way, the ability of the compensation
committee to act independently or to satisfy the other
requirements.

2 Moxnes is employed in Hydro and represents the employees
through the Central Cooperative Council. We believe that such
reliance does not adversely affect, in any material way, the ability
of the audit committee to act independently or to satisfy the other
requirements. For self-assessment, see information on the Board,
above.


https://www.hydro.com/governance
https://www.hydro.com/en/investors/reports-and-presentations/annual-reports/annual-report-2022/
https://www.hydro.com/en/investors/reports-and-presentations/annual-reports/annual-report-2022/
https://www.hydro.com/governance
https://www.hydro.com/governance
https://www.hydro.com/globalassets/08-about-hydro/corporate-governance/rules-of-procedures-for-the-board-of-norsk-hydro-asa-approved-by-the-board-of-directors-2022-07-21.pdf
https://www.hydro.com/en/investors/reports-and-presentations/annual-reports/annual-report-2022/
https://www.hydro.com/en/investors/reports-and-presentations/annual-reports/annual-report-2022/
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Board of Directors

Dag Mejdell Rune Bjerke Arve Baade Petra Einarsson Kristin Fejerskov Peter Kukielski
Chair Deputy chair Director Director Kragseth Director
Director

Position Position Position Position Position Position
Full time external board Adjunct Executive in Residence, Full-time employee Full time external board CEO of Petoro CEO of Hudbay Minerals
professional Norwegian School of Economics representative representing professional Inc.

Industri Energi
Education Education Education Education Education Education

MSc in Economics and
Business. Administration
(sivilgkonom), Norwegian
School of Economics (NHH)

Current directorships

BSc in Economics, University
of Oslo; Master of Public

Administration (MPA), Harvard

University

Current directorships

Certificate of apprenticeship
in process studies

Current directorships

BSc in Business
Administration and
Economics Specialization
in Managerial Economics,
Uppsala University

Current directorships

M. Eng, Ocean Engineering,
Texas A&M University,
Engineer Marine,
Hagskulen pa Vestlandet

Current directorships

MSc Civil Engineering,
Stanford University USA

Current directorships

Chair of Sparebank 1

SR Bank ASA, Chair of
Mestergruppen AS, Chair of
Torghatten Group AS

Chair of Reitan Retail AS, Chair

of Wallenius Wilhelmsen ASA,

Deputy Chair of Schibsted ASA,
Chair of Merkantilbygg Holding AS

Chair of Sunndal Chemical
Union, Board member of
Sunndal Neeringsselskap
AS

Board member and Chair
of the Audit Committe of
Scandinavian Biogas, Board
member and Chair of the
Audit Committe of Svenska
Aerogel AB, Board member
of Alimak Group AB, Board
member, Chair of the Audit
Committe and member of
the Remuneration Committe
of SSAB

Chair of Stavanger Sandnes
Skgyteklubb, Deputy board
member of ONS (Offshore
Nothern Seas)

Board member Hudbay
Minerals Inc.
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Philip Graham New

Marianne Wiinholt

Bjorn Petter Moxnes

Torleif Sand

Margunn Sundve

Director Director Employee representative Employee representative Employee representative

Position Position Position Position Position

Full time external board Chief Financial Officer, Technical lead and Operator action Full time employee

professional WS Audiology employee representative responsible and employee representative representing
representative Industri Energi

Education Education Education Education Education

MA PPE, University of
Oxford

Current directorships

State-Authorized Public
Accountant, Copenhangen
Business School (CBS), Cand.
Merc. Aud, Copenhagen Business
School, Bachelor communication,
Copenhagen Business School

Current directorships

M.Sc. in Chemical
Engineering, NTH, MTM
Technology Management,
NTNU/MIT

Current directorships

Upper secondary school
with vocational subjects

Current directorships

Certificate of apprenticeship
in process studies,
vocational school in HSE

Current directorships

Chair of UK Ministerial
Electric Vehicle Energy
Task Force, Board Advisor
to Fotowatio Renewable
Ventures BV, Director of
AlmarWater Solutions BV,
Fellow of Institute of Energy

Board member and Chair of the
Audit Committee of Coloplast A/S

Group leader
(konserngruppeleder)
Tekna-P Norsk Hydro, SSR
leader Norsk Hydro (Tekna,
Nito, Negotia, Lederne)

Deputy Ardal Chemical
Union, Board member of
AMS, Member of Country
board Industri Energi

Chair of Alnor Chemical
Union, Chair of AKF
Hydroklubben, Member
of Country board Industri
Energi



Introduction

Meetings Number of  Director Term
Name Place of residence Year of birth Position Board committee attended Hydro shares” since expires
Our business
Performance review Chairperson Compensation and people
Dag Mejdell? Oslo, Norway 1957 Chairperson committee 20 45,000 2012 2024
Governance Rune Bjerke® Oslo, Norway 1960 Deputy Chair Compensation and people committe 19 21,500 2020 2024
Irene Rummelhoff® Hafrsfjord, Norway 1967 Deputy Chair 8 5,000 2014 2022
Sustainability Arve Baade Sunndalsgra, Norway 1967 Director Compensation and people committee 19 6,118 2018 2024
Financial statements Petra Einarsson® Torséker, Sweden 1967 Director Audit committee 12 0 2022 2024
Liselott Kilaas® Oslo, Norway 1959 Director 7 0 2018 2022
Appendices Kristin Fejerskov Kragseth® Stavanger, Norway 1967 Director Compensation and people committee 12 700 2022 2024
Peter Kukielski® Vancouver, Canada 1956 Director Audit committee 20 11,000 2019 2024
Philip Graham New® Oxford, United Kingdom 1962 Director 12 799 2022 2024
Thomas Schulz® Rungsted Kyst, Denmark 1965 Director 6 0 2016 2022
Marianne Wiinholt Klampenborg, Denmark 1965 Director Chairperson Audit committee 19 0 2016 2024
Sten Roar Martinsen® Kopervik, Norway 1961 Employee representative 8 7,857 2005 2022
Bjgrn Petter Moxnes® Sunndalsgra, Norway 1960 Employee representative Audit committee 12 340 2022 2024
Ellen Merete Olstad® Oslo, Norway 1963 Employee representative 8 5,891 2020 2022
Torleif Sand® @vre Ardal, Norway 1967 Employee representative 12 1 2022 2024
Margunn Sundve® Haugesund, Norway 1971 Employee representative 12 609 2022 2024

Total number of board meetings were 20.

) As per December 31, 2022.

) Including shares owned by Nobel Partners, a private equity investment firm.

) Stepped down as Board member as of May 10, 2022.

) Deputy Chair as from May 10, 2022.

) Became board member as of May 10, 2022.

) American Depositary Shares purchased via OTCQX. Includes ADRs purchased via Cynthia Kukielski Spousal Trust.
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Corporate Management Board

Hilde Merete Aasheim
President and Chief Executive Officer

Key experience

Eivind Kallevik
EVP Hydro Aluminium Metal

Key experience

Pal Kildemo
EVP and Chief Financial Officer

Key experience

Anne-Lene Midseim
EVP Compliance, IP &
General Counsel

Key experience

Ten years of experience as Executive Vice
President Hydro Primary Metal from 2008-
2019, previously Head of Staff Functions
and Corporate Services in StatoilHydro.
Head of the integration between Statoil
and Hydro’s oil and gas activities in 2007.
Head of Leadership and Culture in Hydro
in 2005. Senior positions in Elkem from
1986-2005. In 2002 she was Head of the
Silicon Division in Elkem and member

of the Corporate Management Board.
Aasheim also has work experience from
Arthur Andersen & Co.

Education

Chief Financial Officer, Head of Finance
Bauxite & Alumina. He has been Head
of Corporate Financial Reporting,
Performance and Tax, Head of Finance
Aluminium Products, Head of Business
Controlling Hydro Aluminium. Prior to
Hydro, Kallevik worked six years on oil
and gas financing for Christiania Bank og
Kreditkasse in New York and Oslo.

Education

Executive Vice President and Chief
Financial Officer (CFO) of Norsk Hydro
ASA and member of the Corporate
Management Board since May 2019.
Kildemo has held several key positions in
the company, including Head of Investor
Relations and Head of Finance in Primary
Metal. Kildemo also served as acting
Executive Vice President of Primary Metal
just prior to becoming Chief Financial
Officer.

Education

Executive Vice President Compliance,

IP & General Counsel, as well as EVP
CSR, Legal and Compliance, since 2015.
Midseim has worked in Hydro since
1998, with senior positions as Company
Secretary, and as Head of Staffs in
Bauxite & Aluminium. Resident Legal
Advisor in East-Timor, QOil for development
program (2006-2007), Lawyer for
Norwegian law firm Vogt & co (1996-
1998), Executive Officer in the Ministry of
QOil and Energy (1994-1996).

Education

MSc in Economics and Business
Administration (sivilgkonom), the
Norwegian School of Economics (NHH);
State-authorized public accountant,
certified from NHH

External directorships

Master of Business Administration from
University of San Francisco

External directorships

Master’s degree in Economics and
Finance from Heriot-Watt University

External directorships

Candidate in Jurisprudence (cand. jur.),
University of Oslo

External directorships

Member of the International Council on
Mining and Metals (ICMM)

Member of Eurometaux, Management
Committee

Board position in Future Leaders Global

Board member Gassco AS, Chair of the
Board of Industriforsikring AS



Introduction

Our business
Performance review
Governance
Sustainability
Financial statements

Appendices

D)

Hydro

© Hydro 2023

Trond Olaf Christophersen
EVP Corporate Development

Key experience

Therese Red Holm
EVP Communication & Public Affairs

Key experience

Arvid Moss
EVP Energy

Key experience

Hilde Vestheim Nordh
EVP People & HSE

Key experience

Extensive and broad experience in Hydro
since joining in 1997. Head of Business
Unit Recycling, Head of Commercial, and
Plant Manager at the Karmgy smelter
(Aluminium Metal, 2013-2022), Head of
Energy Markets (Energy, 2007-2013),
several management positions in the
former Oil & Energy Business Area and
the Aluminium Business Area, including
asset management and business
development (1997-2007).

Education

Holm has extensive and broad experience,
including several senior positions in Hydro
and other large companies across all main
disciplines of communication and public
affairs. She joined Hydro in 2014 and

has held several leadership roles, both

in Hydro Group and in Hydro Extrusions.
Prior to Hydro, Holm was communication
manager in Marine Harvest, now Mowi,
from 2003-2011. Later she worked for
Posten Norge, as responsible for internal
communication in the Mail division.

Education

Executive Vice President Hydro Energy
since 2010 and acting Head of Corporate
Strategy and Business Development since
2019. Moss joined Hydro in 1991 and has
held several senior management positions
including project leader for the oil and gas
merger agreement with Statoil, Head of
Metal Products (2004-2006) and Head

of Automotive Structures (1996- 2001).
Previously State Secretary and Chief of
Staff in the Norwegian Prime Minister’s
office.

Education

Executive Vice President People and HSE
since 2019. Nordh joined Hydro in 1995
and has held roles of Head of HSE & HR
in Energy, HSE manager Karmgy, and
casthouse manager at Karmgay.

Education

Master of Management, Bl Norwegian
Business School (2006), MSc Mechanical
Engineering, University of Bath, UK
(1997)/ MSc Mechanical Engineering,
NTNU, Trondheim, Norway (1997)

External directorships

Economist graduated from the Norwegian
School of Economics (NHH) (Bergen,
Norway, 2000)

External directorships

MSc in Economics and Business
Administration (sivilgskonom), Norwegian
School of Economics (NHH)

External directorships

MSc in Materials Technology, Rheinisch
Westfalische Technische Hochschule
(RWTH)

External directorships

Board member in Industriforsikring since
2019

None

Chair of the Board in National Export
Strategy Council as of July 1, 2021

None
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John Thuestad
EVP Hydro Bauxite & Alumina

Key experience

Paul Warton
EVP Hydro Extrusions

Key experience

Executive Vice President, Hydro Bauxite
& Alumina. Thuestad previously served
as Head of Extrusion Europe in Hydro.
Previous roles include EVP Group
President Primary Metals in Alcoa and
CEO of Elkem AS.

Education

Executive Vice President for Hydro
Extrusions. Warton previously served

10 years as global president Automotive
Structures & Industry for Constellium.
Prior to that, he worked for 17 years in
the global aluminium extrusion industry
with leadership positions in Sapa, Alcoa
and Luxfer Group. He also worked for 10
years in manufacturing and commercial
leadership positions in Tier 1 automotive
companies at Federal Mogul and GKN.

Education

MSc in Metallurgy (sivilingenigr),
Norwegian University of Science and
Technology (NTNU); MBA Carnegie
Mellon University

External directorships

BSc in Production Engineering, University
of Birmingham; MBA in Finance, London
Business School

External directorships

Member of the Executive Committee of
International Aluminum Association (IAl)
on behalf of Hydro. Board member Yara
International ASA

Member of the Executive Committee of
European Aluminum on behalf of Hydro
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Year of Employed in Current Number of
Name Place of residence birth Hydro since position since Position Hydro shares”
Hilde Merete Aasheim Oslo, Norway 1958 2008 2019 President and Chief Executive Officer 125,803
Eivind Kallevik Oslo, Norway 1967 1998 2019 EVP Hydro Aluminium Metal 76,511
Pal Kildemo Baerum, Norway 1984 2008 2019 EVP and Chief Financial Officer 16,443
Anne-Lene Midseim Oslo, Norway 1968 1998 2015 EVP Compliance, IP & General Counsel 36,280
Arvid Moss Oslo, Norway 1958 1991 2010 EVP Energy 176,402
Hilde Vestheim Nordh Asker, Norway 1969 1995 2019 EVP People & HSE 28,921
John Thuestad? Asker, Norway 1960 2017 2018 EVP Hydro Bauxite & Alumina 63,109
Paul Warton Tibshelf, United Kingdom 1961 2021 2021 EVP Hydro Extrusions 3,838
Therese Red Holm? Baerum, Norway 1975 2014 2022 EVP Communication & Public Affairs -
Trond Olaf Christophersen®  Oslo, Norway 1972 1997 2022 EVP Corporate Development 4,328

EVP: Executive Vice President. All EVPs are members of the company’s Corporate Management Board (CMB).

) As per December 31, 2022.
: Including shares owned through Jothur AS, a private equity investment firm.
)

Red Holm was appointed as EVP October 1, 2022.
Christophersen was appointed as EVP November 1, 2022.
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Board of Directors’ report in relation to the Norwegian Code of Practice for

Corporate Governance

This chapter provides a detailed overview of how Norsk
Hydro ASA (“Hydro” or the “company”) follows the Norwegian
code of practice for corporate governance (“Norsk Anbefaling
for Eierstyring og Selskapsledelse”) (the “Code of Practice”)
dated October 14, 2021. Information that Hydro must provide
in accordance with the Norwegian Accounting Act, Section
3-3b is also included. This overview should be seen in context
with the general corporate governance report provided in
Hydro’s annual report for 2022.

The Board of Directors of Norsk Hydro ASA (the “Board”)
actively supports sound management principles of corporate
governance. The Code of Practice covers 15 topics, and
this board report covers each of these topics and describes
Hydro’s adherence to the Code of Practice. More detailed
information can be found on the company’s website.

Deviations from the Code of Practice

Adherence to the Code of Practice is based on a comply or
explain principle, meaning that any deviation from the Code
of Practice shall be justified and explained. This includes to
explain what alternative solution the company has selected.
To the Boards best assessment, the company has in total
four deviations from the Code of Practice. This includes two
deviations from Section 6, one from section 8 and one from
Section 14. Each deviation is explained below and under the
relevant section of this board report.

Section 6, General Meeting of Shareholders:

Hydro has two deviations from this section:

(1) “Ensure that the members of the Board of Directors ... are
present at the General Meeting:”

The entire Board has normally not participated in the general
meeting. Matters under consideration at the general meeting
of shareholders have not previously required this. Chair of
the Board is always on hand to present the annual report
and answer any questions from shareholders. As of the
Annual General Meeting in 2023, all board members will be
encouraged to attend the Annual General Meetings of the
company, either physically or electronically.

(2) “Making arrangements to ensure an independent chair for
the general meeting”

Hydro’s Articles of Association section 9 previously stated
that the general meeting was to be chaired by the chair of the
corporate assembly, or in his or her absence, by the deputy
chair.

Following the resolution by the Annual General Meeting to
discontinue the company’s corporate assembly May 10, 2022,
and appurtenant amendments to the Articles of Association,
the general meetings of the company will be chaired by an
independent chair, in accordance with applicable regulation.

Section 8 — Board of directors: composition and
independence

Hydro has one deviation from this section: The general
meeting should elect the chairman of the board of directors.
However, it is stated in the Public Limited Liability Companies
Act (No: “Allmennaksjeloven”) section 6-1(2) that the board
of directors shall always elect its chair if it has been agreed
that the company shall not have a corporate assembly. The
Board of Hydro elects its chair for periods of until two years at
a time.

Section 14, Takeovers:

Hydro has one deviation from this section:

“The Board of Directors should establish guiding principles for
how it will act in the event of a takeover bid:”

The Board has chosen not to prepare explicitly formulated
general principles for handling takeover bids. The reason for
this is that the Norwegian state, represented by the Ministry
of Trade, Industry and Fisheries, owns 34.26 percent of the
Hydro shares (as of 31.12.2022) and the Ministry of Trade,
Industry and Fisheries has by virtue of the Active Ownership
Report (Report to the Storting no. 6 (2022-2023)) expressed
a long-term ownership perspective in the company for the
purpose of retaining a leading technology and industrial
company with head office functions in Norway, c.f. the Active
Ownership Report (Report to the Storting no. 6 (2022-2023))
p. 44.

1. Implementation and reporting on corporate
governance

Hydro follows the most recent edition of the Norwegian

code of practice for corporate governance dated October

14, 2021. Hydro seeks to comply with international best
practice standards when preparing its constituting documents
and global directives, and the Board monitors the subject

of corporate governance actively and continuously. The
Board believes that there is a clear link between high-quality
governance and the creation of long-term shareholder value.

The Board has the overriding responsibility for the
stewardship of the company and shall conduct supervision of
the company’s day to day management and the company’s
activities in general. The Board believes that sound

corporate governance is vital to ensure the greatest possible
sustainable value creation over time in the best interests of
Hydro’s employees, shareholders and other key stakeholders,
and is committed to maintaining a high standard of corporate
governance across the group.

The Board approved this statement in a Board meeting held
on February 13, 2023, through the signing of the Annual
Report.

2. Hydro’s business

Hydro is a global aluminium and energy company with
production, sales and trading activities throughout the value
chain, from bauxite, alumina and energy generation to the
production of primary aluminum and extruded products

as well as recycling. Based in Norway, the company has
approximately 32,000 employees involved in activities in 40
countries on all continents. Rooted in more than a century

of experience in renewable energy production, technology
development and partnerships, Hydro is committed to
strengthening the viability of the customers and communities
the company serve and managing the impacts of the
company’s activities on people, society and the environment,
in line with corporate policies for health, safety, security,
sustainability and climate, including human rights and ethics.

The company’s objective, as stated in Section 2 of its Articles
of Association, is to engage in industry, commerce and
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transport, to utilize energy resources and raw materials, and
to engage in other activities connected with this purpose.
Hydro is committed to creating value by taking a lead role

in the green transition. Through this, the company work

to strengthen local community relations, communities and
business partners through education and empowerment.
Hydro’s target is to ensure the safety of our employees

and have an injury-free work environment. The company’s
business activities may also be conducted through
participation in or in cooperation with other companies.

Hydro’s purpose is to create a more viable society by

developing natural resources into products and solutions

in innovative and efficient ways. To support the company’s

objective and purpose, the company has established the

below corporate values:

» Care — we act with respect for people and the environment
and place safety at the heart of our operations

* Courage — we break new ground and take measured risks
with agility, accountability and foresight

* Collaboration — we work as partners internally and
externally to unite competencies and create win-win
opportunities

The Hydro Way (see Sustainability reporting the Hydro
Way for further information) represents our framework for
leadership, organization and culture and is the foundation
for our governance system, including Hydro’s Code of
Conduct which is approved by the Board. The Board also
oversees that Hydro has appropriate global directives

for, among other things, risk management, HSE, people
management and social responsibility and human rights.
Sustainability, including environment and climate change,
social responsibility, diversity, health, safety and work
environment and compliance is integrated into the group’s
risk management and strategy processes and are at the
centre of the Board’s considerations and decision-making
throughout the year. The approach is discussed in more detail
in the group’s annual report as applicable.

The Board has an annual plan for its work. It includes
recurring topics such as strategy review, business planning,
risk and compliance oversight, financial reporting, people
strategy, succession planning as well as health and safety,
social responsibility, climate change and environment. The
Board is closely following the market and macroeconomic
developments relevant for the aluminium and energy
industries, hereunder the geopolitical situation.

High on the Board’s agenda in 2022 was health and safety,
including social responsibility and the environment, and

the continued work and implementation of the Hydro 2025
strategy "Lifting profitability, driving sustainability.” The board
conducted deep dives throughout the year, including deep
dives on Hydro’s human rights management, cyber security,
hydrogen and operational deep dives on the business areas
B&A and Aluminium Metal. A two day strategy meeting to
follow up on the work and implementation of the Hydro 2025
strategy was held in June. Extraordinary meetings have been
held when needed.

The Board conducts an annual self-assessment of its work,
competence and cooperation with management, including an
assessment of the chair. Further, the Board Audit Committee
performs an annual self-assessment. The main conclusions
of the Board self-assessment is normally submitted to the
nomination committee, which in turn assesses the Board's
composition and competence. The self-assessment is
faciliated by the corporate advisory firm Egon Zehnder.

Norsk Hydro ASA has purchased and maintains a Directors
and Officers Liability Insurance on behalf of the members
of the Board and the CEO. The insurance also covers any
employee acting in a managerial capacity and includes
controlled subsidiaries. The insurance policy is issued by a
reputable insurer with an appropriate rating.

References: Hydro’s articles of association are available at Hydro.
com/governance. Learn more about The Hydro Way and Hydro’s
corporate directives at Hydro.com/principles.

3. Equity and dividend

In the opinion of the Board, Hydro’s equity capital is
appropriate to the company’s objectives, strategy and risk
profile.

Hydro’s dividend policy was revised in 2021, reflecting
Hydro’s ambitions to lift performance and cash returns to
shareholders over the cycle. The revised dividend policy is to
pay out a minimum of 50 percent of adjusted net income over
the cycle with a NOK 1.25 per share dividend floor. In the
Board’s opinion the dividend policy is clear and predictable.

The dividend per share is proposed by the Board, based
on Hydro’s dividend policy, and approved by the general
meeting of shareholders. In 2022, the Board proposed a
cash dividend of NOK 5.40 per share at the Annual General

Meeting May 10, 2022, which was approved by the Annual
General Meeting. Capital structure policy and targets were
updated in the second quarter 2022, introducing an adjusted
net debt target over the cycle around NOK 25 billion, leading
the Board to propose an additional dividend of NOK 1.45
per share, which was approved at the Extraordinary General
Meeting September 20, 2022.

In line with applicable regulation, the Board may obtain
authorization from the general meeting of shareholders

to buy back Hydro shares in the market or to increase the
share capital. Mandates granted to the Board to increase
the company’s share capital or to purchase own shares
will normally be intended for a defined purpose, in line with
statutory regulation, and limited in time to no later than the
date of the next Annual General Meeting.

Authorization to the Board to acquire the company’s
own shares was granted to the Board of Directors at

the Extraordinary General Meeting of the Company on
September 20, 2022. The authorization was granted in
accordance with applicable laws and regulations and the
authorization is registered at the Norwegian Register of
Business Enterprises.

The authorization granted by the Extraordinary General
Meeting allows the Board to acquire shares in Norsk Hydro
ASA with a nominal value of up to NOK 109,800,000 in the
market and from the Ministry of Trade, Industry and Fisheries,
divided into up to 100,000,000 shares. The shares will be
subject to subsequent cancellation. It is a perquisite for all
buybacks and subsequent deletion of shares that these
transactions do not result in a change to the ownership
interest of 34.26 percent of the Ministry of Trade, Industry and
Fisheries. The acquisition of shares is subject to terms and
conditions set by the Board at all times, and the minimum and
maximum amounts that can be paid per share is NOK 20 and
NOK 150, respectively.

The authorization granted by the Extraordinary General
Meeting is valid from September 20, 2022, until September
20, 2023. An authorization to acquire own shares will normally
not be requested to last longer than until the date of the

next Annual General Meeting. The Board however found it
appropriate that the authorization granted at the Extraordinary
General Meeting September 20, 2022, was requested

for up until one year. It is the Board’s understanding that

the purpose of the Code of Practice’s recommendation in
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section 3 is to ensure that any authorization to the Board is
not granted for more than one year, to allow the company’s
shareholders to review any authorizations granted on

an annual basis. The granted authorization caters to this
purpose.

At the company’s Annual General Meeting in May 2023, the
company’s shareholders will be presented the content of the
current authorization and be given a status on the buyback
program. Transactions conducted as part of the current share
buy-back program are executed on Oslo stock exchange,
with on-going disclosure via stock exchange releases and the
company’s web page. See also item 4.

The notice, appendices and minutes of meeting from both
the Annual General Meeting and the Extraordinary General
Meeting are available at Hydro.com/generalmeeting.

References: Learn more about Hydro’s equity and dividend policy in
Shareholder information.

4. Equal treatment of shareholders
Hydro has one share class. All the shares have the same
rights.

Transactions involving own shares are normally executed on
the stock exchange. Buybacks of own shares are executed at
the current market rate.

Transactions conducted as part of the current share buy-
back program, with authorization granted to the Board on

the Extraordinary General Meeting September 20, 2022, are
executed on Oslo stock exchange, with on-going disclosure
via stock exchange releases and the company’s web page.
Share redemptions from the Norwegian State are carried out
at the same price terms as for the buybacks carried out via
the stock exchange. Hydro is executing the buybacks via an
external bank mandate and in accordance with the EU Market
Abuse Regulation (EU 596/2014 (MAR)) art. 5.

Shareholders who are registered in the Norwegian Central
Securities Depository (VPS) may vote in person or by proxy
at the general meeting of shareholders. Invitations are

sent to the shareholders or to the bank/broker where the
shareholder’s securities account is held.

Sales of shares to employees in Norway are conducted at a
discount to market value. See also ltem 6.

Contact between the Board and the investors is normally
conducted via company management. Under special
circumstances the Board, represented by the chair, may
conduct dialogue directly with investors.

Regulation of share issues and pre-emptive rights are
described in the company’s Articles of Association.

For the company’s related party transactions, the mandatory
regulations in the Norwegian Public Limited Companies

Act §§3-9 and 3-10 following are supplemented by IFRS
(International Financial Reporting Standards) standards. See
also section 9.

State ownership

As of December 31, 2022, the Norwegian state, represented
by the Ministry of Trade, Industry and Fisheries, owned 34.26
percent of Hydro’s total issued shares. Hydro holds regular
meetings with the Ministry, where topics discussed include
Hydro’s economic and strategic development, sustainability,
and the Norwegian state’s expectations regarding results
and returns on investments. These meetings are comparable
to what is customary between a private company and

its principal shareholders. The meetings comply with the
provisions specified in Norwegian company and securities
legislation, not least with respect to equal treatment of
shareholders. As a shareholder the Norwegian state does
not usually have access to more information than what

is available to other shareholders. If state participation is
imperative and the government must seek approval from the
Norwegian parliament (No: Stortinget), it may be necessary
to provide the Ministry with “inside information”, c.f. the EU
Market Abuse Regulation (EU 596/2014). In such event the
state is subject to the rules and regulations regarding the
handling of such information.

References: Learn more about major shareholders in the
Shareholder information and sale of the Hydro share to employees
in note 9.2 Employee remuneration to the consolidated financial
statements. Hydro’s Code of Conduct can be found on Hydro.com/
principles. Hydro’s articles of association can be found on Hydro.
com/governance. See also note 9.1 Related party information to the
consolidated financial statements.

5. Freely negotiable shares

The Hydro share is freely negotiable, and there are no
voting restrictions linked to the shares. It is among the most
traded shares on the Oslo Stock Exchange and is subject to
efficient pricing. As of December 31, 2022, the Norwegian
state, represented by the Ministry of Trade, Industry and
Fisheries, owned 34.26 percent of Hydro’s shares, while the
Government Pension Fund Norway owned 6.91 percent.
Shareholding is based on information from the Norwegian
Central Securities Depositary (VPS) as of December 31,
2022. Due to lending of shares, an investor’s holdings
registered in its VPS account may vary.

References: Learn more about Hydro’s equity and dividend policy
under Shareholder information.

6. General meeting of shareholders

The general meeting of shareholders, to which all
shareholders are invited, is the company’s highest governing
body. The company’s Articles of Association are adopted by
the general meeting.

The Annual General Meeting was held on May 10, 2022,

as a physical meeting in the company’s head offices at
Veekerg (Oslo, Norway) with electronic voting and with the
shareholders having the possibility to attending digitally. In
total, 54.80 percent of the total share capital was represented.

An Extraordinary General Meeting was held September
20, 2022. The Extraordinary General Meeting was held as
a digital meeting, where shareholders attended and voted
electronically. At the Extraordinary General Meeting 57.55
percent of the total share capital was represented.

Notice to a general meeting with supporting information is
normally published on Hydro.com more than three weeks in
advance and distributed to the shareholders at least three
weeks prior to the meeting.

Notice to a general meeting provides information on the

procedures which shareholders must follow to participate in

and vote at the meeting. Such notice also details:

* the procedure for representation by proxy, including the use
of a form of proxy

* the right of shareholders to propose resolutions for
consideration by the general meeting of shareholders

* the website where the notice of the meeting and other
supporting documents will be made available
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The following information is available at Hydro’s website:

* information on the right of shareholders to propose matters
for consideration by the general meeting of shareholders

* how to make proposals for resolutions for consideration
by the general meeting or how to comment on matters for
which no resolution is proposed

» form of proxy

The Board’s aim is that resolutions and supporting information
distributed are sufficiently detailed, comprehensive and
specific to enable shareholders to reach decisions on the
matters to be considered at the meeting.

The notification deadline for shareholders wishing to attend
the general meeting is no more than five days prior to the
meeting.

Shares registered in a nominee account must be re-
registered in the Norwegian Central Securities Depository
(VPS) and be registered in the VPS on the fifth working

day before the general meeting to obtain voting rights
Shareholders who are unable to attend in person may vote by
proxy. The Board will nominate a person who will be available
to vote on behalf of shareholders as their proxy, normally this
is chair of the Board.

The general meeting votes for each candidate nominated for
election to the company’s Board and nomination committee.
To the extent possible, the form of proxy will facilitate
separate voting instructions for each matter to be considered,
and for each of the candidates nominated for election. It is
possible to vote electronically in advance.

Following the resolution by the Annual General Meeting to
discontinue the company’s corporate assembly May 10, 2022,
the general meetings of the company will be chaired by an
independent chair, in accordance with applicable regulation.
On the company’s Extraordinary General Meeting September
20, 2022, the meeting was chaired by attorney-at-law Hedvig
Bugge Reiersen from the law firm Wikborg Rein. Hedvig
Bugge-Reiersen is by the Board deemed independent of the
company.

Chair of the Board, the chair of the nomination committee,

the President and CEO, the CFO and the company’s auditor
attend all general meetings. As of the Annual General Meeting
May 2023, all board members will be encouraged to attend the
Annual General Meeting, either physically or digitally.

The minutes of meeting from general meeting of shareholders
are published via stock exchange notice and on Hydro.com/
generalmeeting as soon as possible after the meeting.

References: Learn more about the general meeting of shareholders
at Hydro.com/investor.

Deviations: See the first page of this section.

7. Nomination committee

The company has a nomination committee. The members,
including its chair, are elected by the general meeting of
shareholders for periods of up to two years at a time, c.f. the
company’s Articles of Association section 5A. The chair of the
nomination committee has the overall responsibility for the
work of the committee.

The main task of the nomination committee is to provide

a recommendation to the company’s general meeting of
shareholders on the election of members to the Board and
the nomination committee, to ensure that the best possible
preparations are made for the general meeting’s decisions.
In addition, the nomination committee recommends the
remuneration to the members and deputies of the Board and
the nomination committee.

The nomination committee consists of minimum three
members, maximum four, who are either shareholders or
shareholder representatives. If the chair resigns as member
of the nomination committee during the electoral period, the
nomination committee shall elect among its members a new
chair for the remainder of the new chair electoral period, c.f.
the company’s Articles of Association section 5A.

The guidelines for the nomination committee have been
approved by the general meeting of shareholders, and set
out how elections to the nomination committee are to be
prepared, the criteria for eligibility, the number of members,
the term of office for which members are elected etc. The
guidelines for the nomination committee are available at the
company’s website.

Shareholders may propose candidates for the nomination
committee at any time. In order to be considered at the next
ordinary election, proposals must be submitted by the end of
November in the year before the election year.

The recommendations of the nomination committee include

details on the candidates’ background and independence and
justifies separately why it is proposing each candidate. The
recommendations of the nomination committee are normally
made available together with the notice to the annual general
meetings of the company.

The nomination committee ensures that due attention is
paid to the interests of the shareholder community and the
company’s requirements for competence, capacity and
diversity. The nomination committee also takes account of
relevant statutory requirements regarding the composition of
the company’s governing bodies.

According to its mandate, the nomination committee shall
be receptive to external views and shall ensure that any
deadlines for proposals regarding members of the nomination
committee and the Board are published well in advance
on the company’s website. In carrying out its duties the
nomination committee actively maintains contact with

the shareholder community and strives to ensure that its
recommendations are anchored with major shareholders.
Shareholders may contact the nomination committee via
an electronic form available at the company’s website.
The nomination committee regularly has discussions with
members of the Board.

All members of the nomination committee are independent
of Hydro’s Board of Directors, CEO and other executive
management staff. As the largest shareholder the Norwegian
state is represented on the nomination committee by Morten
Stremgren from the Ministry of Trade, Industry and Fisheries.
The Government Pension Fund Norway (Folketrygdfondet)
is represented by Nils Bastiansen. Further information on
the composition of the company’s nomination committee is
available at the company’s website.

References: Information on Hydro’s articles of association, the
nomination committee and its members can be found on Hydro.com/
governance. This is also where nominations to the committee can be
submitted electronically.
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8. Board of Directors - composition and independence
Detailed information about each board member can be found
in the Corporate governance chapter.

All board members are to the Board’s best assessment
independent of the company’s executive management and
material business relationships.

Thomas Schulz was, as of December 31, 2022, the CEO

of the listed company Bilfinger SE. Sales and purchases
between Bilfinger SE and fully owned Hydro subsidiaries
was in total NOK 380.363.323 in 2022. Schulz was not
directly involved in these transactions. Schulz stepped down
as Board member of the Company as of May 10, 2022.

In compliance with Section 5 of Hydro’s articles of
association, the Board consists of between nine and twelve
members. The shareholder-elected board directors are
elected by the general meeting of shareholders for periods of
up to two years at a time, c.f. said provision. The employee-
elected board directors are elected by and among the
company’s employees in Norway. The general meeting of
shareholders resolves on the remuneration to the board
members.

The nomination committee aims to achieve a board
composition that protects the interests of the shareholder
community and the company’s need for expertise capacity
and diversity. Emphasis is placed on the members
complementing each other professionally and the Board'’s
ability to function as a collegiate body.

As of December 31, 2022, the 11 members of the Board of
Directors owned a total of 86,067 shares in Norsk Hydro
ASA. Hydro does not have a share purchase program

for board members, with the exception of the employee
representatives, who are entitled to buy shares through the
Norwegian employee share purchase scheme. All share
purchase transactions are conducted in compliance with
the Norwegian Securities Trading Act and appurtenant
regulations.

At the Annual General Meeting of the company, May 10,
2022, the Annual General Meeting resolved to discontinue the
corporate assembly. More information on the discontinuation
of the corporate assembly may be found at hydro.com. It

is stated in the Public Limited Liability Companies Act (No:
“Allmennaksjeloven”) section 6-1(2) that the board of directors

shall always elect its chair if it has been agreed that the
company shall not have a corporate assembly. The Board of
Hydro adheres to this statutory requirement. The Board of
Hydro elects its chair (and as applicable, its deputy chair) for
periods of until two years at a time.

All board members are encouraged to own shares in the
company.

References: An overview of the members of the corporate assembly,

the current composition of the Board of Directors and information
about their independence is disclosed in the Corporate governance
chapter, and in Hydro’s articles of association which are available on
Hydro.com.

Deviations: See the first page of this section.

9. The work of the Board of Directors

The Board of Directors of Norsk Hydro ASA (the “Board”) is
responsible for the company’s value creation, and sets and
monitors the company’s objectives, strategy and risk profile.
The Board is focused on ensuring that considerations of
sustainability are closely linked to the company’s activities
and value creation.

The Board has established procedures for its own work.
These are set out in the Rules of Procedures for the Board
of Directors of Norsk Hydro ASA. The Rules of Procedures
has a particular emphasis on clear internal allocation of
responsibilities and duties vis-a-vis the Board and the
President and CEO.

It is stated in the Rules of Procedures that the Board
represents and are accountable to all shareholders of the
company. Pursuant to the Public Limited Liability Companies
Act section 6-12 and 6-13, the Board has the overriding
responsibility for the stewardship of the company, and

shall conduct supervision of the company’s day to day
management and the company’s activities in general.

The Board has an annual work plan with particular emphasis
on objectives, strategy and implementation. It includes
recurring topics such as strategy review, business planning,
risk and compliance oversight, financial reporting, people
strategy, succession planning as well as health and safety,
and sustainability, including social responsibility, climate and
environment. The Board is closely following the market and
macroeconomic developments relevant for the aluminum

industry. Since 2001, Hydro has had a board audit committee
and a board people and compensation committee. Each
committee consist of four board members. The shareholder-
elected members are all independent of the company. In

the opinion of the Board, the audit committee meets the
Norwegian requirements regarding independence and
competence.

More information on the Board Committees’ composition,
work, development and events during the year are set
out in the Corporate governance report, in the section on
Governance bodies.

Matters to be considered by the Board are prepared by
the President and CEO in collaboration with the chair

of the Board. The chair of the Board carries a particular
responsibility for ensuring that the work of the Board is
conducted with high quality, is well organized and that

it functions efficiently. Emphasis is placed on creating a
board environment of open and constructive dialogue and
discussion.

Conflicts of interests and disqualification

Hydro’s Code of Conduct contains guidelines for, among
other things, how conflicts of interests that may arise should
be handled with. The code applies to all of Hydro’s board
members and employees. It is the opinion of the Board

that there were no transactions that were material between
the group and its shareholders, board directors, Corporate
Management Board or related parties in 2022, except those
described under Item 8.

If the chair of the Board is or has been actively involved
in a given case, for example in negotiations on mergers
or acquisitions, another board member will normally lead
discussions concerning that particular case.

The Rules of Procedures also contain provisions that any
board member holding a key position in a company with
competing activities may not participate in the discussion of
or decision on matters where competition-sensitive issues are
addressed. Further, the Rules of Procedures state that each
board member has a duty to continually assess whether there
are any circumstances which could undermine the general
confidence in his or her independence, and how the Board
shall handle transactions with closely related parties.
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Board self-assessment

The Board normally conducts an annual self-assessment

of its work, competence and cooperation with management
and a separate assessment of the board’s chairperson. In
addition, the audit committee performs a self-assessment.
The results are submitted to the nomination committee, which
in turn evaluates the Board’s composition and competence.
This assessment is normally conducted by an external
facilitator. The 2022 self-assessment was facilitated by the
corporate advisory firm Egon Zhender.

References: Information about the Board of Directors and its
committees, and the board members’ competence can be found in
the chapter Corporate Governance in Hydro’s Annual Report 2021.
The Board of Directors’ mandate can be found at hydro.com.

10. Internal Control over Financial Reporting and Risk
Management

The Board of Directors is responsible for sound internal
controls and appropriate risk management systems. This is
exercised by follow-up and deep dives according to the Board
Audit Committee (BAC) annual wheel, and consist of agenda
points and reviews of the key risk areas throughout the
company’s internal controls and risk management systems.
The head of internal audit reports directly to the Board of
Directors but is for administrative purposes placed under the
purview of the chief financial officer (CFO).

10.1 Internal Control over Financial Reporting

Hydro’s ICFR is based on the COSO 2013 Internal Controls
Integrated Framework, which consists of five interrelated
components and 17 relevant principles that must be present
and functioning. The five elements are: Control Environment,
Risk Assessment, Control activities, Information and
Communication, and Monitoring activities.

Group Accounting and Reporting (GAR) has on behalf of the
CFO, the governing responsibility for processes across Hydro
related to periodic financial reporting, and internal control
over financial reporting (ICFR), and is primarily designed

to provide reasonable assurance to our management and

the Board of Directors regarding the preparation and fair
presentation of our financial statements.

Our overall control environment for financial reporting is
governed by our ICFR Global Directives, and reflects the
tone set by the common attitudes, ethics, and values, and
competence of top management and management, and all

the rest of our employees.

The ICFR framework is implemented through a risk-based
and top-down approach, to provide appropriate organization
of the financial reporting, ensuring that Hydro’s activities,
accounts and management are subject to adequate control.

Hydro’s disclosure committee assists the CEO and the CFO
in ensuring fairness, accuracy, completeness, and timeliness
of Hydro’s public reports and disclosures. The disclosure
committee is also an integral component of Hydro’s disclosure
controls and procedures and assesses Hydro’s effectiveness
and compliance initiatives pertaining to ICFR. The disclosure
committee reports quarterly a summary of its activities to the
board audit committee. Through reporting from the disclosure
committee, the audit committee takes an active role in
ensuring the functioning of the ICFR framework. The Board
of Directors meets regularly with the external auditor without
members of the corporate management present.

The audit committee has established a pre-approval policy
governing the engagement of Hydro’s primary external
auditors for audit and non-audit services to Hydro or any
entity within the group. Under this pre-approval policy, the
audit committee has defined and pre-approved subcategories
of audit and non-audit services. The audit committee’s
preapproval policy includes annual monetary frames for each
of the following categories of services:

e Audit

¢ Audit-related

e Tax

¢ Other - not related to financial audit and tax

Within the scope of the pre-approval policy, all services shall
be pre-approved. The reported amounts for audit, audit-
related, tax and other non-audit-related services are within
the monetary frames established by the audit committee.

Hydro’s internal control system includes all parts of Hydro’s
corporate directives, including our code of conduct and HSE
and corporate social responsibility requirements. A more
detailed description of the company’s internal controls and
risk management systems can be found at Hydro.com/

governance.

10.2 Enterprise Risk Management
Our ERM process is described in the Risk review section.

References: A review of Hydro’s major risks can be found in the
section Enterprise risk management in Hydro. More information about
Hydro’s corporate directives can be found at Hydro.com/governance.

11. Remuneration of the Board of Directors
The shareholder elected board members perform no duties
for the company other than their board duties.

Remuneration to the Board is determined by general
meeting of shareholders, based on the recommendation

of the nomination committee. The nomination committee
recommends compensation with the intention that it should
reflect the board’s responsibility competence and time
commitment as well as the company’s complexity and global
activities compared with the general level of directors’ fees
in Norway. Remuneration of the Board is based neither on
performance nor on shares or share options.

References: All aspects of remuneration of the Board of Directors
are described in the Management remuneration report. See also
Hydro’s articles of association.

12. Remuneration of the executive management

The Board of Directors has established a remuneration policy
for remuneration of members of the executive management.
The remuneration policy states that Hydro shall pay members
of the executive management a compensation package that
is competitive, but not market leading, and in line with good
industry standards locally.

Where appropriate, compensation packages should also
include a performance based component. The performance-
based incentive schemes shall support Hydro’s business
strategy and long-term interests and shall also contribute to
ensuring that the company is run in a sustainable manner.
Performance based compensation has been capped in
accordance with the Norwegian government’s guidelines on
executive remuneration.

The company’s long-term incentive program is share based
with a lock-in period of three years. Hydro has no share
option scheme.

The remuneration policy was first approved by the
shareholders at the Annual General Meeting in 2021.
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A revised policy was approved by the Annual General
Meeting on May 10, 2022. The policy is available on Hydro’s
website. A management remuneration report for 2022 will

be presented to the Annual General Meeting in 2023 for an
advisory vote.

References: Hydro’s remuneration policy is available on Hydro’s
website. All aspects of remuneration of management are described in
the Management remuneration report. The employee share purchase
plan is described in Note 9.2 Employee remuneration.

13. Information and communication

Hydro’s corporate culture embodies the principles of
transparency and respect for others. Our ability to operate
efficiently in the Norwegian market and internationally
requires consistent and professional communication. Hydro
therefore adhere to the principles of transparency, honesty
and accountability when interacting with our stakeholders.

Hydro has established a global directive for accounting and
financial reporting. Our principles for sustainability reporting
are presented in the Appendices, Notes to the sustainability
statements. Our approach to reporting is based on
transparency and consideration of the requirement for equal
treatment of all players in the securities market. This also
pertains to contact with shareholders outside of the general
meetings of shareholders.

Shareholder information is available on Hydro.com. The
financial statements and Annual Report are sent free of
charge to shareholders on request. Notice of general
meeting of shareholders is sent directly to shareholders
with known addresses unless they have consented to
receive these documents electronically. All information sent
to the shareholders is made available on Hydro.com when
distributed. Presentation of the quarterly reports as well as
the annual general meeting are simultaneously broadcasted
through webcasts. All relevant information is sent to the Oslo
Stock Exchange electronically for public storage.

Hydro has emergency plans in place at the relevant levels in
the organization. These plans are exercised regularly. Rules
for who can speak on behalf of the company are regulated
through Hydro’s Code of Conduct.

References: A financial calendar is available in Hydro’s annual
reports and at Hydro.com/investor where also more information about
webcasts and the Hydro share can be found, including key legal
information for shareholders in Norsk Hydro ASA. Hydro’s code of
conduct is available on Hydro.com/principles.

14. Takeovers

The Board of Directors will handle takeover bids in
accordance with Norwegian law and the Norwegian code
of practice for corporate governance. There are no defence
mechanisms against acquisition offers in the company’s
articles of association or in any underlying steering
document. We have not implemented any measures to limit
the opportunity to acquire shares in the company. See also
ltem 5.

Deviations: See the first page of this section.

15. Auditor
The external auditor annually presents the main features of
the audit plan to the audit committee.

The external auditor participates in all meetings of the audit
committee. The minutes from these meetings are distributed
to all board directors. This practice is in line with the EU audit
directive. Each year the auditor presents the main elements
of the audit, including uncorrected audit misstatements and
internal control weaknesses.

The external auditor meets with the Board of Directors when
the company’s annual financial statements are approved.

In the meeting, the auditor provides an overview over the
main elements of the audit, identified weaknesses in and
suggestions for improvements to Hydro’s internal controls.
The Board of Directors holds meetings with the external
auditor without members of the corporate management
present.

Hydro places importance on independence and has clear
guidelines regarding the use of services from external
auditors in accordance with the EU Audit reform and IESBA
independence rules. All services from the external auditor,
including non-audit services, are subject to pre-approval as
defined by the audit committee. The pre-approval process
for non-audit services ensure that no services prohibited by
law is delivered to Hydro or any controlled subsidiaries. The
external auditor provides the audit committee with an annual

written confirmation of independence, and a summary of all
non-audit services provided to Hydro during the year.

Remuneration of the auditor is stated in the Annual Report.
It is also included as a separate agenda item to be approved
by the Annual General Meeting. In 2020, the annual general
meeting chose to retain KPMG as external auditor for the
group, in accordance with a tender process. KPMG has
been the auditor for Hydro since 2010. Lead Audit Partner
has been part of the audit team since 2017. The lead Audit
partner rotates every 7 years.

References: See note 10.4 Auditor’s remuneration to the
consolidated financial statements.
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Sustainability performance

Sustainability is an integrated part of Hydro’s strategy and
the basis for our long-term positioning and profitability. By
reducing our footprint, improving relations with neighbors and
other stakeholders, managing impacts, increasing resource
efficiency and developing new markets, Hydro will reduce
risk and create new opportunities. Hydro has quantified a

set of ambitions towards 2030 and 2050 that will improve

our performance on climate, environment, and social
responsibility.

This chapter is part of Hydro’s reporting in accordance with
the GRI standards and presents Hydro’s management of and
performance on material environmental and social issues.
Our materiality assessment and summary of the topics are
presented in the section on Sustainability reporting the Hydro
way, in the Governance chapter. This chapter should be read
together with the appendix to the annual report that contains
Hydro’s Principles for sustainability reporting and the notes to
our sustainability performance. Hydro’s GRI index is available
at Hydro.com/gri. See also the notes to our sustainability
performance for more information.

Hydro and the UN Sustainable
Development Goals

The UN Sustainable Development Goals (SDGs) embrace

a universal approach and define the global a