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KeyKey levers forlevers for value creationvalue creation

Value
creation

Portfolio

Performance

People
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Strengthening the core businessesStrengthening the core businesses
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WeWe deliverdeliver: 2002 CROGI target: 2002 CROGI target

Target

Normalized to reflect
long-term commodity
prices and a stable
exchange rate –
not normalized for 
volumes and margins
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* Cash Return on Gross Investments
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Share price performanceShare price performance

Source: Reuters
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OilOil andand EnergyEnergy::
Strong production growthStrong production growth

2002 production target being met;
new target for 2003 is 510 000 barrels per day 

Target of 8% average annual growth confirmed 
and extended one more year to 2006

On track to meet F&D cost target of 5 dollars 
per barrel in 2003

Rigorous examination of international exploration 
strategy during 2003
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AgriAgri::
The industry leaderThe industry leader

Building on position as global leader in selected 
industry segments

Continue productivity improvements 

Remain alert to opportunities created by industry 
consolidation
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MovingMoving forwardforward

Delivering on 2002 return target;
higher target set for 2003

Significant potential in all three Business Areas
Oil and Energy: Several years of high production growth
Aluminium: Improved performance as world class player
Agri: Leveraging strong market positions

Continued evaluation of attractive strategic options; 
retaining flexibility of timing

Maintaining financial strength provides a basis for 
strategic moves

15
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CROGI – cash return on gross investment

EBITDA less tax
Gross invested capital

CROGI at normalized prices 
Indicator for average performance over the cycle 
Target 10%

CROGI as a management tool
Measures effects of internal improvement efforts
Gives the right incentives

CROGICROGI –– our key measure of returnour key measure of return
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CROGI per business areaCROGI per business area
ActualActual andand normalized pricesnormalized prices
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AcquisitionsAcquisitions 20022002

VAW Aluminium – a transforming transaction
Cash and debt: NOK 20.4 billion 
Pension liabilities: NOK 3.2 billion

SDFI – strengthening position in core areas
Cash: NOK 3.5 billion

Technal – creating world leader in building systems
Cash and debt: NOK 870 million

All three acquisitions accretive to 2002 earnings

Gross-up effects from deferred tax are not included in these figures
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DebtDebt // equityequity
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Net interest-bearing debt divided by shareholders' equity plus minority interest
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IndicativeIndicative P&LP&L sensitivitiessensitivities 20032003

1 NOK increase1 0502 810USD sensitivity NET

1 NOK increase(1 340)(2 440)USD sensitivity Financial Items **

1 NOK increase2 3905 250USD sensitivity Hydro

1 NOK increase420600USD sensitivity Agri

1 NOK increase1 1601 650USD sensitivity Aluminium

1 NOK increase8103 000USD sensitivity O&E

USD sensitivity *

$10 increase350500CAN price sensitivity, Agri

$100 increase580830LME price sensitivity, Aluminium

$1 increase2701 190OIL price sensitivity

$1 increase(80)(110)OIL price sensitivity, Agri

$1 increase3501 300OIL price sensitivity, O&E

After taxPre taxPrice sensitivity

*  USD sensitivity estimates assuming USD/NOK changes, all other currencies fixed against NOK
** Excluding cash flow and equity hedge total exposure USD 1 275 mill and USD 400 mill debt in USD-based subsidiaries

NOK million

11



40338_2 - 12. 2002 - *13 - Hydro Media

Financial prioritiesFinancial priorities

Operational performance

Capital discipline

Meet NOK 10 billion divestment target

Maintain financial strength

13
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MainMain financialfinancial targetstargets

Annual performance
Cash return on gross investment – CROGI
Nominal after tax, normalized prices 10%

Investment criteria
Real IRR after tax 10%
(Oil $14/bbl, Aluminium $1 400/tonne, USD/NOK 8.00)

Dividend
Share of net income, average over cycle 30%

Solidity
Net interest-bearing debt/equity 0.5

15



40338_2 - 12. 2002 - *17 - Hydro Media

Estimated pension cost 2002 Estimated pension cost 2002 

1 600Total including VAW

250VAW for 9 ½ months of 2002

600Termination benefits and other pension plans

750Net periodic pension costs

1 350

70

200

(1 350)

1 230

600

NOK million

Interest costs on obligations:        17 620 * 7%2.

Total

Amortizations (of gain/loss and prior service costs)4.

Expected return on assets:            16 876 * 8%3.

Curtailment loss and other5.

Service costs1.
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19 %

8 %

10 %

63 %

A large international organisationA large international organisation

50 700 employees*

Norway 14 669
Germany 6 788
USA 4 153
France 3 913
Denmark 2 449
UK 2 156
Italy 2 141
Sweden 1 731
China 1 701
Brazil 1 120

60+ countries
(Top ten)

Others Agri

O&E

Aluminium

*Per 30.09.02
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People People Policy for Policy for culture changeculture change

“The main objective of our People Policy is to strengthen Hydro’s

competitiveness. We want to be a dynamic, diverse and energetic

organisation where everyone contributes to innovation, performance

improvement and first-class results.”

5
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CapitalisingCapitalising on our management modelon our management model

Demanding corporate owner
Portfolio, Performance, People

Business Areas - accountable, competing for 
capital

Reducing costs and increasing service 
through Hydro Business Partner

7
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RealReal changechange atat the top the top 

Generation change,
New challenges and 
Performance drive

4 of 6 CMB members 
new since 1999 
12 of 16 sector managers 
new since 1999 

More international
44% non-Norwegian sector heads vs. 12% in 1999

More women
1 sector head, 9 CMB reports, vs. 0 in 1999

Younger
Average age CMB + reports from 52 to 48 in 1999

9
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HydroHydro AgriAgri

Executive Vice President
Thorleif Enger

Oslo, December 9, 2002

Executive Vice PresidentExecutive Vice President

ThorleifThorleif EngerEnger

Oslo,Oslo, December December 9, 20029, 2002
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5

Average annual total shareholder return* across the businessAverage annual total shareholder return* across the business
cycle (1990cycle (1990--2001)2001)

11.2

11.5

11.7

11.9

20.5

0 5 10 15 20 25

DuPont

Dow Chemicals

Kali & Salz

Agrium**

PCS

*    TSR = Share price appreciation + dividends to shareholders
** Agrium from merger in 1993 to 2001

Source: BCG database

Annual TSR (%)

Industry attractiveness Industry attractiveness ––
Competitive returnsCompetitive returns
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GoodGood regionalregional balancebalance and global and global presencepresence
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Overseas
Home market

* Kali & Salz figures based on year 2000

AccumulatedAccumulated
20 million20 million

Latin
America
2.8 million

NorthAmerica
2 million

Africa
2.1 million

Asia
2.9 million

Europe
9.8 million

AgriAgri sales sales tonnestonnes
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9

HydroHydro Agri cyclicality mitigatedAgri cyclicality mitigated

Plants are not cost based swing producers 

Global market presence and product flexibility 
provide hedging

Growth overseas and in speciality/ industrial 
applications is less exposed

Target: NOK 3 billion EBITDA 
at bottom of business cycle
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11

Reduced fixed costs and working capitalReduced fixed costs and working capital

*   Total fixed cost reductions compared with 1998 level
**  Average net working capital divided by gross operating revenue

Days

 493

1 730

2 362
2 572

 0

 500

1 000

1 500

2 000

2 500

3 000

1999 2000 2001 Act. 3Q
2002

NOK million

Accumulated fixed cost
reductions * Net working capital days** 
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13

Trevo (Brazil) takeover:
From bankruptcy to healthy business
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WeWe have a have a uniqueunique fertilizer positionfertilizer position

The largest player

The only truly global company

Balanced product portfolio (N,P,K)

Strong sourcing power

Unique brands 
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17

Positive market outlookPositive market outlook

Growth in fertilizer consumption
Cereal stocks diminishing rapidly
Increasing grain prices last months
Historically, fertilizer prices correlate well with grain 
prices 

Limited new capacity globally next 2-3 years

Global supply/demand balance looks good
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19

Possible opportunities and threatsPossible opportunities and threats

Increased exports to China and India

Russian WTO membership expected to establish gas 
prices reflecting real costs

Reduce Government impact
Intermediate EU antidumping measures linked to gas price

Opportunities

Threats

Improved US cost position

Imports into Europe
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21

Key messagesKey messages

Market outlook positive

Unique business position

Global leadership in key strategic areas

Industry leadership after Turnaround

Strong platform for profitable growth
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HydroHydro AgriAgri –– indicative sensitivitiesindicative sensitivities

Underlying assumptions: Oil USD 18, CAN 113 USD/t , NOK/USD 8.00
Simplified tax rate: 30%

EBITDA
NOK million

CROGI 
% points

CAN + 10 USD/t * 500 0.97

Oil price + 1 USD/bbl - 110 - 0.21

Currency + 0.1 NOK/USD 60 0.12

Urea + 10 USD/t 170 0.33

* Reference price for nitrogen sales in Europe
CAN prices are influenced by urea
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25

Qatar Fertilizer Company,    
one of the most cost efficient
nitrogen plants in the world.

Hydro ownership 25%  

Hydro marketing agreement
of  0.6 million tonnes
(1.4 million tonnes)* urea p.a.

QafcoQafco ––
a successful ammonia/urea investmenta successful ammonia/urea investment

0%

5%

10%

15%

20%

25%

30%

35%

1993 1994 1995 1996 1997 1998 1999 2000 2001

 Avg. ROE = 16%

Return on Equity (ROE)Return on Equity (ROE)

* Volume after June 2004 (Qafco 4 expansion)
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27

Growth in nonGrowth in non--European marketsEuropean markets
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SourcingSourcingEst. 2002Est. 2002 AgriAgri sales overseassales overseas
higher than sales in Europehigher than sales in Europe

Own production

J/V and key suppliers



36207_5H  - 12.2002 - * 29 - Hydro Media

29

Historical and average fertilizer pricesHistorical and average fertilizer prices

Source: Fertilizer Week, The Market for CAN
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Ammonia Value Chain Ammonia Value Chain (2001)(2001)

* Ammonia Trade & Shipping

ATS*
pool

Third Party
purchase

Ammonia
sale

Ammonia use

Urea
26%

Nitrate
53%

NPK
18%

Industrial
Application

3%

deficit

surplus

1.4

2.5
3.8

2.1

1.0

Ammonia and
integrated

production plants 
(own production +

JV Trinidad)



36207_5H  - 12.2002 - * 35 - Hydro Media
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Product Value ChainProduct Value Chain

Raw materials

Natural Gas/Air (N)

Rock (P)

Salts (K)

Intermediate
products

Ammonia/nitric 
acid

Phosphoric acid

-

Main

Urea

DAP

MOP

Other

Nitrates

Compounds NPK

Straights

Blends

Finished Products
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Hydro Agri structureHydro Agri structure

EVP Hydro Agri
Thorleif Enger

Finance & Strategy
Hallgeir Storvik

Chief Operating 
Officer

Daniel Clauw

Human Resources
Harald Aasheim

Treka
Jan Stranges
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Executive vice president 
Jon-Harald Nilsen

Senior vice president
Arvid Moss

Oslo, December 9, 2002

Executive vice president 
Jon-Harald Nilsen

Senior vice president
Arvid Moss

Oslo, December 9, 2002
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Europe: Moderate growthEurope: Moderate growth

Est. European rolled products shipments

Source: EAA

Est. European extrusion shipments
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China: Primary metal balanceChina: Primary metal balance

Source: CRU, HAL

The Chinese challenges: 
Alumina deficit
Energy deficit
Distance to market
Small plants/Søderberg –
environmental issues
Financing

Production

Consumption

1000 tonnes

5

Decision made by central government to close down inefficient and polluting Søderberg capacity 
due to environmental legislation. Søderberg plants assumed to be closed down by around 1 million 
tonnes between 2003-2007 (200 000 tonnes per year in 2003 and 2004, 300 000 tonnes per year in 
2005 and 2006). 
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Rapid acquisition Rapid acquisition 
and integration processesand integration processes

Alcan/
Algroup

Alcoa/
Reynolds

Hydro/ 
VAW

Industry examples: Time from 
announcement to closing

140 (440 from APA
-announcement)

258

67

Hydro Aluminium

Broad experience and diversity in the 
management teams 

Kept momentum in day-to-day business 

Successful execution of value capturing

Days

Pechiney/ 
Corus

240 (expected)

Hydro/ 
Technal

86
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Cost reductions

 0

 500

1 000

1 500

2 000

2 500

3 000

YTD Q2 YTD Q3 Target 2002 Target 2003 Target 2004

Magnesium Aluminium New cost reductions

Aluminium improvement programAluminium improvement program
Raised targetsRaised targets

NOK million
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Metal ProductsMetal Products
Increased volume and lower cost in operationsIncreased volume and lower cost in operations

100 96 92 93 84

115 120 120125
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Karmøy ~196 000 tonnes per year
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224 226 227
182

0

50

100

150

200

250

Rackwitz ~23 000 tonnes per year

1998 1999 2000 2001 2002 E

Production volume  
(index 1998=100)

Nominal cash cost EUR/tonne
(index 1998=100, Energy normalized)
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100= Cost &
Production
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Production
volume  
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Rolled ProductsRolled Products::
Increased vIncreased volumeolume. Improved industry structure. Improved industry structure

Auto

Alcoa
14 %

Corus
9 %

Pechiney
17 %

Other
14 %

Hydro 
Aluminium

19 %

Alcan
27 %

*Assumed Hydro/VAW and Pechiney/Corus together 

Four largest 2002: 86% market share*
Four largest 1998: 58% market share

Source: EAA, Annual Reports

Estimated market shares 2001
100% = 3.2 million tonnes per year
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The newThe new strategic platformstrategic platform
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4. Global automotive4. Global automotive

1. Global upstream1. Global upstream 2. Europe mid2. Europe mid-- and downstreamand downstream

3. Outside Europe, mid3. Outside Europe, mid-- and downstreamand downstream

Key steps in Hydro Key steps in Hydro Aluminium’sAluminium’s strategystrategy

17
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The leading player in EuropeThe leading player in Europe

Rolled Products
Strong market positions in 
specialized products
High technology standard
50% partner in the world’s 
leading rolling mill

Key strengths

Extrusion 
Unique business model
High recognition in market
Strong performance culture

Metal (casthouse) Products
Unique business model
High recognition in market
Low cost to market

16

19

25

Alcoa

Hydro*)

Alcan

Hydro

Alcan

Hydro

*) total, including automotive use

Market shares Europe

19
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Deliver improvement programs and value capturing as planned

Further enhance value of HAL-VAW integration

Win market share based on strengths 

Improve relative cost position for smelter system 

Continue active portfolio management

Meet 10% CROGI target 2004 (normalized prices)

Priorities aheadPriorities ahead

21
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Norsk Hydro organization Norsk Hydro organization 

Metal segment Rolled segment Extrusion & automotive segment Others

Norsk Hydro
(Corporate)

Hydro 
Oil & Energy

Hydro
Aluminium

Hydro
Agri

Strategy & 
Bus. Dev CFO

HR

Primary Metal
(Oslo)

Metal Products
(Oslo)

Rolled Products
(Cologne)

Automotive
(Cologne)

Extrusion
(Lausanne)

North America
(Baltimore)

Flexible
packaging*

(Bonn)

* Flexible Packaging will be divested

23
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-10 %

-5 %
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15 %

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Change over 
previous year

Weighted IP W.W Al shipments W.W.

Moderate growth in primary shipmentsModerate growth in primary shipments--
6 % drop in 20016 % drop in 2001

Primary Al. apparent consumption and IP Western World

Source: CRU, WBMS, HAMPUpdated: November 2002
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Capital Markets Day Capital Markets Day 20022002
Hydro Oil & EnergyHydro Oil & Energy

Executive Vice President Executive Vice President 
Tore TorvundTore Torvund

Oslo, December 9, 2002Oslo, December 9, 2002

GrowthGrowth
PerformancePerformance
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Major energy player in Europe*Major energy player in Europe*

Norway
52% of proven oil reserves
27% of proven gas reserves
31% of hydroelectric power production
1% of population

Norsk Hydro
Operate 1.2 million boe/day on NCS
Hydroelectric power generation 8.5 TWh 
Largest energy consumer in Europe

* EU15+Norway Sources: BP Statictical review, Eurostat

3
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New fields on stream 2003New fields on stream 2003--20062006

Development
PDO Submittal
PDO Approval/
Sanctioning
Start Production
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Jasmim 4 000

Dalia    20 000

Rosa/Lirio              12 000 

Kharyaga 2+3         18 000 (phase 1-3)

Murzuq A-field 4 000

Grane 77 000

Fram Vest 15 000  

Visund gas phase 17  900

Snøhvit               14 000

Kvitebjørn 25 000

Mikkel 5 000

Kristin 30 000

Sigyn                        5 000
2000 2001 2002 2003

Hydro share boe/day

2004 2005 2006
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Orm e n
La n g e

Ormen Lange – planned production 2007

Reserves: 375 Reserves: 375 bcmbcm

Gas Production 15Gas Production 15--20 billion 20 billion 
Sm3/yearSm3/year

Hydro share 18%Hydro share 18%

PDO planned 2003 PDO planned 2003 

Deepest water development on Deepest water development on 
NCS to date NCS to date 

InvestmentInvestment
Field NOK 35Field NOK 35--40 billion40 billion

Pipelines NOK 5Pipelines NOK 5--17 billion17 billion

7



40374 - 11.2002 - * 9 - Hydro Media

Exploration options Exploration options 
with low future commitmentswith low future commitments

Excluding licence acquisition costs

NOK million

 0

1 000

2 000

1996 1997 1998 1999 2000 2001 2002E 2003E 2004E 2005E 2006E

OptionsOptions

Gulf of MexicoGulf of Mexico

Canada: FlemishCanada: Flemish

Canada:Canada: ScotianScotian ShelfShelf

Iran:Iran: AnaranAnaran

Angola: Block 34 & 25Angola: Block 34 & 25

Canada: Grand BanksCanada: Grand Banks Libya:Libya: MurzukMurzuk

Angola: Block 17Angola: Block 17

Exploration activities outside NorwayExploration activities outside Norway
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Norway International

Substantial explorationSubstantial exploration in 2003 in 2003 

NOK million

MajorMajor exploration wellsexploration wells

Location Hydro 
share

USA –
Gulf of Mexico 25%

Status

2 wells Q1, 
new options 

Canada –
Annapolis 25% Delineation 

well Q4
Canada –
Flemish Pass 33% 2 wells Q1-2

Iran –
Anaran 100% 2 wells Q1

Angola –
Block 34 30% 1 well Q4

Angola –
Block 25 20% 2 wells Q2

Libya 20% 4-6 wells 

Norway – 17th round & 
satellite wells
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Strong and flexible gas position in EuropeStrong and flexible gas position in Europe

Ormen Lange

Oseberg

Zeebrügge

Bacton

Åsgard

Troll

Sleipner

Sluiskil

Dunkerque

St.Fergus

Emden

Strong growth in equity 
production

Ormen Lange – large 
uncommitted volumes

Access to several landing 
points

Diversified customer portfolio
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Commercial track recordCommercial track record

Active player at gas hubs 
since market opening

Nordpool experience in 
power trading 

Active portfolio management

Contribution margin Contribution margin –– TradingTrading
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Q3

2002Power 
Crude Oil & Oil Products
Gas Liquids
Natural Gas

NOK million
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Strong production growth
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Oil Norw. shelf Oil int. Gas

470455
421 430

510

12% production growth 
2001-2002 including SDFI

Production target for 2003  
510 000 boe/day

1 000 boe/day

January incl. 
SDFI

December
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F&D costs tracking down towards target

F&D costs excl. sale & purchaseF&D costs excl. sale & purchase
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Financial Financial and operating targets for 2003and operating targets for 2003

Production target 510 000 boe/day

Operating cost NOK 82/boe 
(excl. exploration)

F&D costs USD 5/boe 
(3 year average)

Reserves Replacement Ratio 140%
(3 year average) 

CAPEX level NOK 11.5 billion

Exploration level NOK 1.9 billion
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Safe harbour statementSafe harbour statement

In order to utilize the "Safe Harbour" provisions of the United States Private 
Securities Litigation Reform Act of 1995, Hydro is providing the following cautionary 
statement: This presentation contains certain forward-looking statements with 
respect to the financial condition, results of operations and business of the 
Company and certain of the plans and objectives of the Company with respect to 
these items. By the nature, forward-looking statements involve risk and uncertainty 
because they relate to events and depend on circumstances that will occur in the 
future. The actual results and developments may differ materially from those 
expressed or implied in the forward-looking statements due to any number of 
different factors. These factors include, but are not limited to, changes in costs and 
prices, changes in economic conditions, and changes in demand for the Company's 
products. Additional information, including information on factors which may affect
Hydro's business, is contained in the Company's 2001 Annual Report on Form 20-F 
filed with the U.S. Securities and Exchange Commission.
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