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Elkem in brief
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Who we are
and what we do

Elkem is one of the world's leading suppliers
of silicon-based advanced materials with
operations throughout the value chain from
quartz to specialty silicones, and attractive
market positions in specialty ferrosilicon
alloys and carbon materials. In addition to
our divisions Silicones, Silicon Products and
Carbon Solutions, Elkem established the
business initiatives Digital Office, Battery
Materials and Biocarbon in 2020.

Elkem’s global business combines

the strengths of three unique market
platforms. The metallurgical business

in Norway was founded in 1904 and
represents strong industrial traditions and
continuous improvement. The chemical
business in France adds a strong culture
for specialisation, innovation and R&D,
while Elkem’s substantial presence in China
facilitates strong growth opportunities and a
dynamic and agile business perspective.

Elkem is a publicly listed company on the
Oslo Stock Exchange (ticker code: ELK)
and is headquartered in Oslo, Norway. The
company has more than 6,800 employees
with 29 production sites and an extensive
network of sales offices worldwide.
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Elkem - key figures and highlights

CVAIIES

2020 2019 2018 2017 2016

Total operating income NOK million 24,691 22,668 25,230 20,985 16,594
Operating income growth % 9 (@10)] 20 pAS) -
EBITDA NOK million 2,684 2,656 SWASKS 3,188 1,559
EBITDA margin % 11 12 22 15 9
EBIT NOK million 957 1,189 4,522 1,927 264.0
Profit (loss) for the year NOK million 278 897 3,367 1,249 (268.0)
Cash flow from operations NOK million 1,522 2,140 4,030 2,336 1,051
Reinvestments of D&A % 81 80 84 72 57
Total assets NOK million 30,888 29,004 31,129 25,507 23,092
Net interest-bearing debt NOK million 8,058 5,722 3,264 8,111 9,502
Debt leverage 3.0 2.2 0.6 2.5 6.1
Equity NOK million 12,635 12,952 13,722 8,565 5,830
Equity 9% 41 45 44 34 25
ROCE % 5 7 28 13 2
Earnings per share NOK 0.41 1.47 5.74 2.08 (0.52)
Number of employees Full time equivalent 6,856 6,370 6,280 6,113 6,022
Total recordable injury rate H1+H2 Injuries per million working hours 2.3 2.2 2.2 3.1 5.5
NOx emissions Tonnes 6,610 6,718 7,068 7,109 7,309
CO, emissions? Million tonnes 2.92 2.15 2.54 1.77 1.49
Energy consumption TWh 6.40 6.01 6.23 5.28 4.40

" Total CO, /Scope 1.
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Highlights 2020

Covid-19 impacted Elkem’s operations and global markets substantially
through the year

Productivity improvement programme (PIP) launched in Q1 with the ambition
to reduce costs by NOK 350 million by 2021

Investment decision for production of ultra-high purity silicone raw materials
for medical applications

Successful completion of Polysil acquisition

Change of corporate structure by merging Silicon Materials and Foundry
Products into Silicon Products to accelerate specialisation, gain synergies and
further improve operational excellence

Signed new loan facility of NOK 2,000 million to secure refinancing of loan
maturities in 2021

Establishment of Digital Office, Battery Materials and Biocarbon as new
business initiatives

Site selection for potential large-scale battery materials plant at Hergya
Industrial Park, Norway

Decision to build biocarbon pilot plant near Chicoutimi, Canada. The project is
supported by grants from Canadian authorities

Financial support received from Enova for planning the battery materials
industrial plant and for project related to increased utilisation of hydrogen

Granted Gold sustainability rating from EcoVadis

Elkem granted the 2020 Ringier Technology Innovation Award for Personal
Care for its PURESIL™ ORGO1 product

Opened workshop in Shanghai, China dedicated to specialised silicones for
hybrid and electric vehicles

A-rating from CDP, ranking Elkem among the world’s leading companies on
climate transparency and action
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Letter from the CEO
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Meeting the challenges while
positioning for growth

The world experienced a public health crisis and an economic crisis in 2020. Elkem has met
these challenges well, by focusing on three priorities: Putting health and safety first, maintain-
ing high and stable production while positioning for profitable growth. We remain optimistic
regarding the longer-term global trends that will drive demand for our products.

The coronavirus pandemic (Covid-19) has dominated the year
2020. The disease was first identified in China in December 2019
and was declared a pandemic in March 2020. With more than
3,000 employees in China, Elkem was exposed early on to the
potential spread of the disease. However, it was at our head office
in Oslo, Norway, where we faced our first confirmed case on
6 March.

Elkem established a corporate task force to coordinate our global
coronavirus response. Our primary focus remained on health and
safety, in line with Elkem’s zero-harm philosophy. By the end of
the year, Elkem has registered 110 confirmed cases among our
more than 6,800 employees. We are pleased that all have recov-
ered and are doing well.

Covid-19 also dominated the macroeconomic conditions in 2020.
While China has seen an economic slowdown in the first quarter
of 2020 the rest of the world was hard hitin Q2 and Q3. Because
of our diversified global footprint and decentralised operating
model Elkem has dealt with these challenges remarkably well.
We have been able to maintain our production mainly in line
with normal capacity.

Our financial results have been negatively impacted. The impact
was most significant in the first three quarters, starting in China
and thenin Europe and the Americas as the pandemic continued
its spread. The fourth quarter results were less impacted, as we
saw a clear recovery in China and improvements also in Europe
and the Americas. Towards the end of the year, we continued to
experience good demand for Elkem’s solutions - even though
uncertainty remained high.

However, Elkem has done much more than dealing with the coro-
navirus crisis. We have used 2020 to lay a solid foundation for
profitable growth and increased market share in the years to
come. There will come a stage after the pandemic, where focus

turns to rebuilding societies and build the post-coronavirus econ-
omy, better and more sustainable for all. We are set up to ben-
efit from this.

We believe that long-term megatrends - like sustainability,
energy demand, urbanisation, increased standard of living, age-
ing and growing population, and digitalisation - will continue.
This will drive growth in demand for advanced materials, includ-
ing silicones, silicon and carbon solutions.

Our vision remains to provide advanced material solutions
shaping the future. And we have a clear corporate strategy to
strengthen our competitive positions through specialisation and
growth.

Continued productivity improvement is key to enable profitable
growth. Even before the impact of Covid-19, we had started pre-
paring a new productivity improvement programme to improve
the company's cost position and streamline the organisation. As
announced in March, Elkem has identified a potential of more
than NOK 350 million in annual improvements.

In May, we streamlined our corporate structure from four to
three business divisions, to accelerate specialisation and fur-
ther improve operational excellence. This also enables further
cost reductions.

Silicones is Elkem’s largest business division, but a challenger
in most of its segments worldwide. It is focusing on profitable
growth and increased market shares, particularly in China, while
also improving underlying profitability through operational excel-
lence and specialisation. In April, Elkem completed the acquisi-
tion of Polysil, a leading Chinese silicone elastomer and resins
material manufacturer. In December, we completed and opened
a new production workshop in Shanghai, China, dedicated to
specialised silicones for hybrid and electric vehicles.
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The Silicon Products division represents Elkem’s strong heritage.
It has solid market positions globally and defended its positions
wellin 2020, while running at high capacity. It will continue focus-
ing on improved profitability through operational excellence,
while selectively pursuing growth.

The Carbon Solutions division is a strong and highly profitable
market leader inits segments. It has managed to maintain strong
profitability in 2020 despite a difficult market. It will focus on
maintaining its strong positions through operational excellence,
while selectively pursuing growth.

This corporate strategy is supported by three initiatives:

B We established a Digital Office in 2020 to drive a digital
transformation across the company. We believe that digital
technologies can disrupt industries, and we aim to be one
of the winners.

B ESGisincreasingly important among our stakeholders -
and Elkem needs a strong ESG profile and performance in
order to meet expectations as we position for the future. In
November, Elkem received a Gold sustainability rating from
EcoVadis. In December, we received an A rating from CDP,
ranking among the world’s leading companies on climate
transparency and action.

B Finally, we are focusing even more on our people:
Optimising our organisation, developing good leadership
and improving our performance on diversity.

Elkem is also actively using its competence to develop new sus-
tainable business areas. Elkem will search for partners to these
projects, but they clearly demonstrate Elkem’s capability to drive
development of new green technologies:

LETTER FROM THE CEO

B Battery Materials is a unique growth opportunity based
on graphite and silicon. Elkem is developing a pilot plant
for battery graphite to be opened in early 2021. In August,
Elkem selected Hergya Industrial Park in Norway as the site
for a potential large-scale plant.

B Biocarbon is a potential breakthrough technology for
carbon neutral metals. In September, Elkem decided to
invest in a new biocarbon pilot plant in Canada.

B Energy recovery represents circular solutions for lower
emissions and higher efficiency. Elkem expects to open a
new energy recovery plant at Salten in Norway in 2021.

In short, we have used a difficult year well, meeting the chal-
lenges while positioning for growth. This goes hand in hand with
Elkem’s mission: To contribute to a sustainable future by pro-
viding advanced silicon, silicones and carbon solutions, adding
value to our stakeholders.

In 2020 the Elkem team has demonstrated its strength in very
difficult times and | am very proud to be part of it!

Thank you for your strong efforts throughout the year and for
performing in a very challenging environment. We have all the
ingredients in place to make 2021 a successful year for Elkem,
while remaining mindful of the unusually high uncertainty in our
external environment.

Il /4;3/:: g

Michael Koenig,
CEO, Elkem ASA
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SALES

12.7

NOK BILLION

51% OF GROUP
SALES*

SILICONES

Elkem is one of the foremost
fully integrated silicones
manufacutrers in the world.

S

END MARKETS

Paper & film release
Automotive

Silicone rubber
Chemical formulators
Personal care

Textile

Healthcare
Construction

oooo

12 PLANTS

China - Xinghuo, Shanghai,
Zhongshan

France - Roussillon, Saint-Fons
Germany - Lubeck

Italy - Caronno

Spain - Santa Perpetua

USA - York
Brazil - Joinville
India - Pune

Korea - Gunsan

* Share of external sales



ELKEM ANNUAL REPORT 2020 THE BUSINESS

Fully integrated silicones manufacturer

Silicones

Elkem is a fully integrated producer from silicon metal
to upstream siloxane and downstream silicone
specialties.

Silicones can be manufactured into many forms including solids,
liquids, semi-viscous pastes, greases, oils and rubber. They are
flexible and can resist moisture, chemicals, heat, cold and
ultraviolet radiation.

Due to its wide range of application areas, silicones are used in a

large number of products and industries, including manufactured
goods, construction materials, electronics and consumer items.
Silicones can be encountered every day in a number of areas, including

in personal care products, in cars, in the gel on a wound dressing and
sealing and insulating materials in electrical equipment.

KEY FIGURES -

2020 2019 2018

Total operating income

(in NOK million) 12,680 11,274 13,059
EBITDA (in NOK million) 1,357 1,523 3,535
EBITDA margin (in %) 11% 14% 27%
Number of employees 3,801 3,265 3,189
Sales volume (thousands mt) 372 336 314

KEY STRATEGIES ‘

B |Improve and stabilise profitability through operational
excellence and specialisation strategy

B Strong focus on growth, particularly in Asia
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SALES

1.6

NOK BILLION

42% OF GROUP
SALES*

SILICON PRODUCTS

Global producer and provider of

silicon, ferrosilicon and related
speciality products.

S

END MARKETS
Silicones

Wind mills

Automotive
Construction/engineering
Electronics

Speciality steel
Refractories

Oil & gas

oooo

11 PLANTS

Norway - Salten, Thamshavn,
Bremanger, Bjglvefossen, Rana
Iceland - Grundartangi
Canada - Chicoutimi

China - Yongdeng, Shizuishan
India - Nagpur

Paraguay - Limpio

e

3 QUARTS MINES

Norway - Tana and Marnes
Spain - La Corruna

* Share of external sales
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A world leading producer of silicon-based materials

Silicon Products

Elkem is a leading producer of silicon-based materials,
including silicon, high-quality ferrosilicon, specialty
alloys based on ferrosilicon and microsilica.

Silicon is used in aluminium alloys, silicones and polysilicon, and has
a number of favourable chemical and

physical properties, including semi-conductivity, making it highly
versatile for numerous industrial and electronic applications.
Ferrosiliconis mainly used in the steel industry to remove oxygen
from the steel and as an alloying element to enhance the quality,
including strength and elasticity.

Foundry alloys are used in the production of iron castings to improve
their properties such as tensile strength, ductility and impact properties.

Microsilica® is a process product of the ferrosilicon production and is used
in construction, refractory, oilfield and polymer industries.

KEY FIGURES -

2020 2019 2018

Total operating income

(in NOK million) 11,578 10,933 11,587
EBITDA (in NOK million) 1,189 958 2,058
EBITDA margin (in %) 10% 9% 18%
Number of employees 2,313 2,342 2,363
Sales volume (thousands mt) 526 499 512

KEY STRATEGIES ‘

B [Improve profitability through operational excellence
and a well managed portfolio of specialties

B Selectively pursue growth initiatives

1
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SALES

-
1.9

NOK BILLION

7% OF GROUP
SALES*

CARBON SOLUTIONS

Leading producer of electrode
paste and specialty products.

S

END MARKETS

m Ferroalloys
| Silicon

B Aluminium
m [ron foundries

oooo

6 PLANTS

Norway - Kristiansand

Brazil - Serra (Carboindustrial
and Carboderivados)

South Africa - Emalahleni
China - Shizuishan

Malaysia - Bintulu

* Share of external sales
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A market leader in solutions to smelting industries

Carbon Solutions

Elkem is a leading producer of specialty carbon
products for various metallurgical smelting processes
and primary aluminium industries and the only
producer with a global reach.

Carbon products are used in electric arc furnaces and by

the aluminium and iron foundries industries. Sgderberg
electrode paste is the most common electrode system used

in submerged arc furnaces to ensure that the raw material
reaches the required process temperatures. In 2019, the Saderberg
electrode technology, celebrated 100 years of successful technology
leadership. The technology and carbon products are used by producers
of silicon, ferrosilicon, ferrochromium, ferronickel, ferromanganese,
silicomanganese, calcium carbide and copper and platinum matte.

KEY FIGURES -

2020 2019 2018

Total operating income

(in NOK million) 1,870 1,838 1,892
EBITDA (in NOK million) 438 312 335
EBITDA margin (in %) 23% 17% 18%
Number of employees 394 420 422
Sales volume (thousands mt) 256 257 289

KEY STRATEGIES ‘

B Maintain good profitability through operational
excellence and strong market positions

B Selectively pursue growth initiatives

13
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Three new business initiatives

Battery materials

Battery materials is a unique growth opportunity based on graphite and silicon.

The demand for batteries and battery materials is expected to
increase substantially over the coming years as a result of rapid
growth in electrification of transport and increasing needs for
energy storage in a sustainable future.

WHAT IS ELKEM DOING?

Elkemis currently constructing a pilot plant for synthetic graph-
ite, the leading anode material in lithium-ion batteries in Kris-
tiansand, Norway. The pilot, which represents an investment of
approximately NOK 65 million, aims to conclude process route
and qualify products and is expected to open in 2021.

14

Based on conclusions from the pilot, Elkem will evaluate the
basis for competitive production with the Northern Recharge
project; the group’s potential large-scale industrial plant at
Hergya Industrial Park, Norway. Site selection took place in
2020 and an investment decision related to this project is
expected in 2021.
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Digital office

Digital office is a unit responsible for stepping
up Elkem’s activity within digitalisation

by establishing a new global team with
responsibility for digital transformation.

WHAT IS ELKEM DOING?

Digital Office aims to support the realisation of Elkem’s busi-
ness strategy by developing a unified digital strategy across
the group, creating a shift in pace of delivering digital solutions,
developing capabilities and mindsets and creating measurable
and scalable impact in each division.

THE BUSINESS

Official opening of Elkem biocarbon pilot plant with governmental officials,
Chicoutimi Canada.

Bicarbon

Bicarbon represents an important initiative
on Elkem’s road to carbon-neutral metal
production.

The use of CO, neutral charcoal instead of fossil coal as a reduc-
tion agent in the production of silicon and ferrosilicon is a key
part of the group’s sustainable production strategy.

WHAT IS ELKEM DOING?
In 2020, Elkem decided to invest NOK 180 million in a new bio-
carbon pilot plant near the Chicoutimi production site in Canada.
Based on conclusions from the pilot, the group will evaluate the
basis for a large-scale plant.

15
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The Elkem share

ELKEM ANNUAL REPORT 2020

Elkem aims to be an attractive investment for shareholders, delivering competitive
return through sustained growth and a consistent dividend policy.

9.905

shareholders

‘ NOK 0.15

dividend per share 2020

Elkem ASA is a public limited company. The share is listed on the
Oslo Stock Exchange and the ticker code is ELK. Elkem ASA has
one share class with 581.3 million shares. All shares have equal
rights and are freely transferable. Each share grants the holder
one vote and there are no structures granting disproportionate
voting rights.

Elkem’s market value was NOK 16.5 billion as at 31 Decem-
ber 2020.

Ten analysts are covering Elkem, providing market updates
and estimates for Elkem’s financial development.

SHARE PRICE
The graph on the following page shows Elkem’s share price
vs. Oslo Stock Exchange Benchmark index.

Elkem’s share price opened at NOK 24.88 on 2 January 2020
and closed at NOK 28.38 on 30 December 2020. The highest
closing price was NOK 29.60 and the lowest closing price was
NOK 11.20.

Dividend overview

16.5 bn

Elkem’s market value

581.3

million shares

DIVIDENDS
Elkem intends to pay dividends reflecting the underlying earn-
ings and cash flow and will target a dividend pay-out ratio of
30-50% of the group’s net income for the year.

Elkem paid a dividend of NOK 0.60 per share, representing
41% of net income in 2019.

The proposed dividend for 2020, subject to approval from
the annual general meeting in 2021, is NOK 0.15 per share, rep-
resenting 36% of the net profit.

SHAREHOLDERS

As at 31 December 2020 Elkem had 9,905 shareholders. Non-Nor-
wegian shareholders owned 73.2% of the shares. China National
Bluestar was the majority shareholder with 58.2% of the shares.

Earnings per share Dividend per share Date Date
Year ((\[e] 9] ((;[0]9) proposed approved

2020 0.41 0.15*
2019 1.47 0.60
2018 5.74 2.60

* Proposed dividend for 2020

16

09.02.2021 27.04.2021 28.04.2021
12.02.2020 08.05.2020 11.05.2020
11.02.2019 30.04.2019 02.05.2019
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Share price development 2020

SHAREHOLDER INFORMATION

® Elkem share OSBX

Indexed
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January February March April July August September October November December Year end
2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020

The 20 largest shareholders as at 31 December 2020*

#  Shareholder Number of shares Stake Citizenship
1  China National Bluestar** 338,338,536 58.20% China
2 Folketrygdfondet 28,500,172 4.90% Norway
3 Alfred Berg Kapitalforvaltning 16,679,618 2.87% Norway
4 Storebrand Asset Management 12,702,496 2.19% Norway
5 Mondrian Investment Partners 10,247,688 1.76% United Kingdom
6  DNBFond 8,851,964 1.52% Norway
7 Eika Kapitalforvaltning 8,808,526 1.52% Norway
8  Arctic Fund Management 7,612,930 1.31% Norway
9  Vanguard 6,379,776 1.10% United States
10 Nordea Fond 5,694,242 0.98% Finland
11 KLP Kapitalforvaltning AS 4,952,508 0.85% Norway
12 Goldman Sachs Asset Management 4,519,576 0.78% United States
13 Must Invest AS 4,072,980 0.70% Norway
14 Pareto Fonder 4,042,400 0.70% Norway
15 BlackRock 3,744,071 0.64% United States
16 First Fondene 3,297,713 0.57% Norway
17 Handelsbanken Fonder 2,713,981 0.47% Sweden
18 WisdomTree Asset Management 2,188,251 0.38% United States
19 Allianz Global Investors 2,026,111 0.35% Germany
20 Credit Suisse Asset Management 1,854,799 0.32% Switzerland

Total 20 largest shareholders 47,7228,338 82.10%

* The data is provided through analysis of beneficial ownership and fund manager information provided in replies to disclosure of ownership notices issued to all
custodans on the Elkem share register. Whilst every reasonable effort is made to verify all data, the accuracy of the analysis cannot be guaranteed. For a list of the
largest shareholders as at 31 December 2020, from the Norwegian Central Securities Depositary (VPS), see Note 21 in Notes to the financial statements Elkem ASA.

** Elkem ASA is owned 58.2% by Bluestar Elkem International Co. Ltd S.A., Luxembourg, which is under the control of China National Bluestar (group)

Co. Ltd (Bluestar), a company registered and domiciled in China.

17
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BOARD OF DIRECTORS’ REPORT

Board of directors’ report
Strong business performance through

the pandemic crisis

Elkem has used 2020 to position the company for growth and development after the pandemic
crisis. Elkem's mission is to contribute to a sustainable future by providing advanced silicones,
silicon, and carbon solutions, adding value to people and society. The board of directors believe
that safe and environmentally responsible production is a prerequisite for value creation going
forward. With a highly competent organisation, well-invested assets, and attractive market
positions, Elkem is committed to create value to all shareholders and stakeholders.

Elkem delivered robust business performance in 2020 even
with a negative impact of the global pandemic (Covid-19) crisis.
The pandemic outbreak resulted in governmental restrictions
on community mobility and social distancing worldwide leading
to reduced demand and Elkem customers shutting down oper-
ations. Elkem implemented crisis management at corporate,
division and plant levels. The situation was closely monitored
and risk reduction and value-creating activities were imple-
mented. Elkem had 121 employees testing positive to Covid-
19 during 2020. All Covid-19 cases were managed diligently
by the local organisations with efforts that prevented further
spreading both within Elkem and to Elkem contacts. In 2020,
all employees who tested positive with Covid-19 have recov-
ered and returned healthy to work. Elkem had high production
utilisation in 2020 despite the crisis and improved production
performance overall compared to 2019. Despite logistical chal-
lenges and market disruptions, Elkem managed to keep deliv-
eries to customers and benefitted from strong cost positions
and integrated value chains.

Operating income EBITDA
NOK million NOK million
30,000 7,500
24,000 6,000
18,000 4,500
12,000 3,000
6,000 1,500
0 0
2016 2017 2018 2019 2020 2016 2017

0
2018 2019 2020 ° 2016

Financial results were negatively impacted by price declines
and weaker demand for specialities particularly in EU and the
US. Sales towards automotive, construction and healthcare were
lower in 2020, negatively impacted by Covid-19. Even though
realised prices declined in 2020 and overall market demand
was weak, Elkem’s sales volumes increased in the year due to
an enhanced sales strategy, enabled by competitive cost posi-
tions and improved operations compared to 2019. Operational
improvements, specialisation and targeted investments were
realised throughout 2020 positioning the company to benefit
when the pandemic crisis ends, and normalised business con-
ditions re-emerge. Despite a tough year, the board of directors
is satisfied with Elkem’s business performance supported by
a professional organisation, efficient value chains and strong
market positions. The board of directors believes that the long-
term underlying growth prospects remain solid for Elkem and
is of the opinion that Elkem has a solid asset base and financial
capability to support further growth, creating value to all of the
group’s stakeholders.

Leverage ratio

Margin (see definition of leverage ratio)
25% 10
20% 8
15% 6
10% 4

5% 2 I

9
2017 2018 2019 2020
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Elkem’s consolidated operating income increased by 8.9%
year-on-year, to NOK 24,691 million. The EBITDA' margin was
10.9% compared to 11.7% in 2019. The leverage? ratio was 3.0
times as of 31 December 2020. This is higher than the target
leverage range of 1.0 to 2.0 times over the cycle and is a direct
consequence of the weak market conditions.

Elkem’s policy is to pay a dividend of 30-50% of profit for the
year. The board of directors has proposed to the annual general
meeting a dividend payment of NOK 0.15 per share for 2020,
which would represent 36.5% of profit for the year. The board of
directors’ view is that proposed dividend is appropriate based on
current financial position, market outlook and investment plans.

Continued focus on and improvements within ESG (Environ-
ment, Social and Governance) supports Elkem’s ambition to be at
the forefront in environmentally friendly production of advanced
materials. Elkem has strengthened the ESG processes in 2020 to
ensure optimal use of internal resources and capital, in addition
to better measure performance. Recent top ratings by EcoVadis
and CDP confirm that Elkem is among the best performersin this
area. A top focus area in Elkem and vital part of ESG is ensuring
a safe workplace. Full understanding of health and safety risks
has the highest priority in the company and are founded on crit-
ical process control combined with a culture of diligence and
discipline. Elkem has a strong focus on social and governance
issues through the value chain and has strengthened training in
anti-corruption and compliance. The channels for grievance and
whistleblowing were also strengthened in 2020.

KEY DEVELOPMENTS 2020

Investments enhancing growth and specialisation

Elkem has an ambitious growth strategy supported by organic
growth initiatives in addition to bolt-on acquisitions.

B [n April 2020, Elkem completed the acquisition of
Guangdong Polysil Technology Co. Ltd. (hereinafter
Polysil). Polysil is a leading Chinese silicone elastomer and
resins material manufacturer with strong positions in baby
care and food grade silicones, as well as silicone products
for the electronics and medical markets. The integration
process has progressed well during 2020 and technologies
have been transferred to support Elkem’s strategy. The
financial performance has been better than expected.

B |n 2020 Elkem has progressed the construction of an
industrial pilot plant for synthetic graphite to battery
anodes in Kristiansand, Norway. The pilot, which represents
a net investment of NOK 65 million, aims to conclude
process route and qualify products, and is expected
to open in March/April 2021. In August 2020, Elkem
announced that it has selected Hergya Industrial Park as
the site for a potential large-scale plant for battery graphite

7 EBITDA commented under APM section
2 Leverage ratio: defined as Net interest bearing debt excluding non-current
restricted deposits and interest-bearing financial assets / EBITDA
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production in Norway. The project, named Northern
Recharge, aims to supply the fast-growing battery industry
through a competitive and more sustainable production
process with lower CO, emissions.

B |n September 2020, Elkem decided to invest in a new
biocarbon industrial pilot plant in Canada. The project aims
to secure industrial verification of Elkem’s technology for
renewable biocarbon, with a long-term goal of contributing
to climate-neutral metal production. The technology also
has potential for application in other industry sectors,
contributing to reduced CO, emissions.

B [n addition to the above milestones, Elkem carried out
several other value creating activities including making
an investment decision for production of ultra-high purity
silicone raw materials for medical applications, opening a
new production facility in China dedicated to specialised
silicones for hybrid and electric vehicles, increasing carbon
electrode production capacity in Norway, upgrading the
silicon furnace at Salten in Norway reducing NOx emissions
and progressing the partnership construction of the largest
energy recovery plant in Norway at Salten. Elkem also
signed a new loan facility of NOK 2,000 million (undrawn)
to secure refinancing of loan maturities in 2021.

Corporate structure and organisation improved

Elkem’s divisions have unique strengths and growth potentials.
The board has reviewed the corporate structure and imple-
mented concrete initiatives to speed up value creation.

B In first quarter 2020, Elkem launched a new productivity
improvement programme aimed to reduce personnel costs
of more than NOK 350 million per year, corresponding
to 10% of the company’s fixed personnel cost base. The
implementation started in the first quarter 2020 and is
targeted to be finalised by the end of 2021. The programme
addresses all divisions, as well as the corporate functions.
The aim is to improve Elkem’s profitability to fund growth
and specialisation in line with long-term strategy. At the
end of 2020, Elkem had realised annual run rate cost
improvements of NOK 201 million.

B With effect from 1 July 2020, Elkem changed its corporate
structure from four to three business divisions. Elkem
decided to merge Silicon Materials and Foundry Products
into Silicon Products. The merger will improve and sharpen
the commercial focus, gain synergies, and further improve
operational excellence. To further streamline operations
in China, Yongdeng Silicon became part of the Silicones
division from 2021.

B |n parallel with the change in corporate structure, Digital
Office, Battery Materials and BioCarbon were established
as new special focus areas directly reporting to the CEO.
Digital Office seeks to speed up digitalisation to ensure
competitiveness, drive improvements and value creation
across the group. The objective is to make Elkem a data-
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driven company by implementing digital initiatives. Battery
Materials and BioCarbon focus areas relate to the ongoing
investments into the pilot stations in Kristiansand, Norway
and Canada respectively.

ESG remained a key focus area and activities

were further strengthened

Elkem has the ambition to be in the forefront of environmentally
friendly operations within our industry and carry out business
activities responsibly and with excellence.

During 2020, Elkem reorganised its work within corporate
social responsibility and established a new ESG steering
committee, responsible for managing and monitoring the
group’s work within environment, social and governance.
The objective is to strengthen and improve Elkem’s ESG
processes.

In November 2020, Elkem was awarded a Gold level
rating by EcoVadis for the company’s sustainability
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performance and corporate social responsibility. With a
score of 70/100, Elkem was rated among the top 5% of
the more than 65,000 companies assessed. The company
has increased its score from 62/100 in 2019 and is among
the top companies in the sector of manufacturers of basic
products and other non-ferrous metals.

In December 2020, Elkem was selected for the CDP’s A
List on climate change, which showcases the companies
leading on environmental transparency and action. Out
of the more than 5,800 companies scored by CDP, just
the top 5% made the climate change A List this year. CDP
is a not-for-profit charity that runs the global disclosure
system for investors, companies, cities, states, and
regions to manage their environmental impacts. It is
widely recognised as the global benchmark for corporate
environmental transparency. This is Elkem’s first year of
CDP Climate reporting. Elkem plans to report on CDP
water security in 2021.
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ABOUT ELKEM

Established in 1904, Elkem is one of the world’s leading compa-
nies in the environmentally responsible manufacture of metals
and advanced materials. Elkem is a publicly listed company on
the Oslo Stock Exchange (ticker code: ELK) and is headquar-
tered in Oslo. The company has more than 6,800 employees,
29 production sites and an extensive network of sales offices
worldwide. In 2020 Elkem had total operating income of NOK
24.7 billion. To learn more, please visit elkem.com.

Elkem s a fully integrated producer with operations through-
out the silicon value chain from quartz to silicon and downstream
silicone specialities as well as speciality ferrosilicon alloys and
carbon materials. Elkem has organised its operations into three
business divisions: Silicones, a fully integrated silicones producer;
Silicon Products, a provider of silicon, ferrosilicon, foundry alloys,
microsilica and related specialty products; and Carbon Solutions,
a supplier of electrode paste and speciality products to the fer-
roalloys, silicon and aluminium industries.

The Silicones division (or Silicones) is one of the world's fore-
most fully integrated silicone companies. Elkem Silicones is one
of the leaders in this market and has more than 3,800 employ-
ees. The division has R&D laboratories in Europe and Asia, sales
offices worldwide and plants in China, France, Germany, ltaly,
Spain, USA, Brazil, India, and South Korea. The Silicones divi-
sionis Elkem’s largest business area and represents 51% of total
operating income from external customers.

The market for Silicones’ products is large and growing.
Demand is driven by a number of megatrends, such as digitalisa-
tionand energy demand growth. Elkem’s Silicones division serves
very diverse markets, from energy to cosmetics, via electronics,
aerospace, automotive manufacturing, construction, healthcare,
mold-making, paper and textile coating, personal care and more.
Elkem has a comprehensive range of silicone products, which
includes release coatings, engineering elastomers, specialty flu-
ids, emulsions, and resins.

The Silicon Products division is a world-leading supplier of
silicon, ferrosilicon, foundry alloys, microsilica, and other spe-
cialty products. The Silicon Products division represents approx-
imately 42% of total operating income from external customers.
Silicon Products has approximately 2,300 employees and plants
in Norway, Iceland, Canada, England, India, Paraguay and China,
and quartz mines in Norway and Spain.

Silicon has a number of favourable chemical and physical prop-
erties, including semi-conductivity, making it highly versatile for
numerous industrial and electronic applications. As such, it has a
wide array of applications predominantly as an alloying material for
aluminium and in the production of silicones and polysilicon. Fer-
rosilicon and foundry alloys are used in the steel industry and iron
foundry industry respectively. The Silicon Products division serves
customers in a number of end markets, such as chemicals, alu-
minium, electronics, automotive, speciality steel segments, solar,
construction, refractories, and oil/gas. China has been the largest
growth market for silicon over the last years and is expected to
remain an important growth engine for global demand.
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The Carbon Solutions division (or Carbon) is the world lead-
ing supplier of electrode paste and specialty products to the
ferroalloys, silicon, and aluminium industries. The division has
approximately 390 employees and plants in Norway, South
Africa, Brazil, Malaysia, and China. The Carbon Solutions divi-
sion accounts for around 7% of Elkem’s operating income from
external customers. The steel and aluminium industries account
for a significant portion of non-energy carbon end-user applica-
tions and as a result, drive the demand dynamics in the industry.

FINANCIAL PERFORMANCE
Consolidated profit and loss statement
The consolidated financial statements are prepared and based on
International Financial Reporting Standards (IFRS) as endorsed
by the European Union (EU) and effective at 31 December 2020.
Consolidated operating income for the Elkem group amounted
to NOK 24,691 million compared to NOK 22,668 million in 2019.
The increase of 8.9% was supported by the acquisition of Polysil
in addition to increased sales volume compared to 2019 and posi-
tive impact from weakened NOK vs primarily USD, EUR, and CNY
from all divisions, partially countered by negative price impact.
The Silicones division saw a 12% increase in operating income
supported by approximately 11% increase in sales volume and
revenue stream from Polysil. This was partly offset by nega-
tive price impact in all regions. Operating income for the Silicon
Products division increased by 6% supported by higher sales
volume of ferrosilicon and silicon. This was partly offset by lower
sales volume of foundry alloys particularly towards the automo-
tive industry and lower realised prices compared to 2019. Car-
bon Solutions’ operating income increased by 2% supported by
improved prices.

Operating income

NOK million S
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Consolidated EBITDA ended at NOK 2,684 million com-
pared to NOK 2,656 million in 2019. The corresponding mar-
gin decreased from 11.7% in 2019 to 10.9% in 2020. EBITDA
improved year-on-year for Silicon Products and Carbon Solu-
tions, whereas Silicones EBITDA declined. Silicones experienced
negative price impact particularly in China, in addition to nega-
tive mix effectsin EU and US related to low demand from health,
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automotive and construction sectors. Silicon Products improved
EBITDA supported by lower raw material cost and improved
sales volume overall, however partially countered by negative
realised price effects and weaker sales volume towards automo-
tive. Carbon Solutions delivered a strong EBITDA improvement
supported by margin management and operational excellence.

EBITDA
NOK million
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Consolidated operating profit was NOK 827 million in 2020
compared to NOK 1,384 million in 2019, a reduction of NOK 557
million explained by increased amortisation and depreciation and
reduced contribution from other items. Amortisation and depre-
ciation was NOK 1,710 million in 2020 compared to NOK 1,456
million in 2019. The increase in amortisation and depreciation is
attributed to translation effects on currency in addition to high
investment level in 2019 and 2020. Impairment losses were NOK
17 million in 2020 compared to NOK 11 million in 2019. Other items
were NOK 130 million negative in 2020 compared to NOK 195
million positive in 2019. Other items are largely related to restruc-
turing provision related to the ongoing productivity improve-
ment programme, negative impact from change in fair value
commodity contracts, partially countered by positive impact
from embedded EUR derivatives in power contracts in 2020.

Consolidated profit before income tax ended at NOK 584 mil-
lion for the year compared to NOK 1,134 million in 2019.

Share of loss from equity accounted financial investments
was NOK 15 million in 2020 compared to NOK 12 million in 2019.
Finance income was NOK 31 million and foreign exchange gains
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were NOK 17 million in 2020 compared to NOK 41 million and
NOK 15 million in 2019 respectively. Finance expenses were NOK
278 million compared to NOK 295 million in 2019.

The consolidated profit for the year was NOK 278 million,
including a NOK 306 million tax expense. The tax expenses were
mainly related to countries with taxable profit and tax effects of
changes in non-recognised deferred tax assets.

The main items recognised in the consolidated statement of
other comprehensive income relate to cash flow hedges (foreign
currency hedges and power price hedges). These items had a
net expense of NOK 245 million for 2020, compared to a net
expense of NOK 133 million in 2019.

The total comprehensive income for the year was NOK 32
million in 2020 compared to NOK 764 million in 2019.

The share of consolidated profit attributable to shareholders
of Elkem ASA was NOK 239 million resulting in basic earnings
per share NOK 0.41 per share in 2020 compared to NOK 1.47
per share in 2019.

Inthe third quarter of 2020, Elkem changed its internal report-
ing to management, impacting the composition of Elkem’s oper-
ating and reporting segments. Please refer to note 6 for more
information.

Divisions business performance

Silicones had an operating income in 2020 of NOK 12,680 mil-
lion (NOK 11,274 million in 2019). EBITDA was NOK 1,357 million
in 2020 compared to NOK 1,523 million in 2019. The EBITDA
decrease was caused by lower sales prices stemming from all
segments and regions. The negative price impact was partially
compensated by 11% increased sales volume year-on-year and
positive impact from currency translation. Total sales volume
increased from 336,000 metric tons (mt) in 2019 to 372,000
mt in 2020. Silicones experienced weak sales volume in the first
quarter, but for the rest of the year the sales volumes exceeded
the 2019 levels. The first quarter was impacted by the Covid-19
shutdown in China. The Chinese market recovered after the first
quarter, but sales volumes were then weaker in EU and the US
as the pandemic moved across the world. The fourth quarterin
2020 ended with all-time high sales volumes reflecting attrac-
tive market positions, improved demand, and strong operational
performance.

Silicon Products had an operating income in 2020 of NOK
11,578 million (NOK 10,933 million in 2019). EBITDA was NOK 1,189
million in 2020 compared to NOK 958 million in 2019. The higher
EBITDA was attributable to improved sales volume, lower raw
material prices, favourable currency, and higher other income
partially countered by negative underlying sales price develop-
ment despite slightly positive CRU reference prices. Sales vol-
ume improved by 5% year-on-year supported by competitive
cost positions enabling Elkem to operate at near full capacity
and capturing sales. Sales volume increased from 499,000 mt
in 2019 to 526,000 mt in 2020, however the sales volume mix
contributed negatively in the year with lower sales towards auto-
motive and foundries in Europe.
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Carbon Solutions’ operating income in 2020 was NOK 1,870
million (NOK 1,838 million in 2019). EBITDA was NOK 438 million
in 2020 compared to NOK 312 million in 2019. The EBITDA result
for Carbon Solutions was all-time high. The improved EBITDA is
mainly due to improved margin management on sales portfolio
in addition to improved operational excellence and cost perfor-
mance. Sales volumes ended at 256,000 mt in 2020 compared
to 257,000 mt in 2019.

Cash flow and statement of financial position

Cash flow from operating activities was NOK 2,111 million for the
year, compared to NOK 1,839 million in 2019. Operating profit
(NOK 827 million), amortisation, depreciation and impairment
(NOK 1,727 million), changes in working capital (NOK 232 mil-
lion) constitute the biggest positive contribution to cash flow
from operating activities in 2020, whereas income taxes paid
(NOK 188 million), interest payments made (NOK 239 million) and
changes in fair value of derivatives (NOK 264 million) account
for the main negative contributors.

The accounts on amortisation, depreciation and impairment
increased from 2019 levels. A significant portion of the increase
came from Silicones as a result of higher investment levels in 2019
and 2020 in addition to currency translation effects on EUR and
CNY compared to NOK. The increased investment level reflects
the strategic ambition to grow in particular in Silicones. Changes
in working capital was positive year-on-year despite logistic and
supply chain challenges. During 2020 management continued
with high focus on optimising working capital. Initiatives car-
ried out included careful review and adjustments to match pro-
duction and sales forecasts, optimising minimum and maximum
stock levels, active push to sell slow moving stocks, individual
follow-up of days towards customers and suppliers, in addition
to further expansion of factoring arrangements for the group.
The working capital was at a historic low level at the end of 2020
relative to revenues.

Cash flow from investing activities amounted to NOK 3,262
million for the year, compared to NOK 2,285 million in 2019. The
increased cash flow from investing activities in 2020 is mainly
explained by the acquisition of Polysil amounting to NOK 1,032
million in 2020. Investments in property, plant and equipment
and intangible assets amounted to NOK 2,346 million. Elkem
invested NOK 1,387 million into maintenance, EHS, and produc-
tivity improvement initiatives during the year. In addition, Elkem
invested NOK 835 million into strategic investments.

The strategic investments in 2020 were primarily related
to Silicones further investments into Electric Vehicles (EV) in
China positioning for a potential growth opportunity, expansion
of capacity to produce ultra-high purity silicone raw materials
for medical applications and increasing specialisation volume of
high consistency rubber (HCR) in China. Silicones also continued
building a new Research and Development (R&D) centre in Lyon,
France planning to open in Q2-2021. Silicon Products and Car-
bon Solutions carried out multiple strategic initiatives including
a furnace upgrade in Norway Salten to reduce NOx emissions
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and improving cost position and expansion of calciner produc-
tion capacity in Norway Kristiansand. Elkem also continued its
investments into the battery graphite pilot plant in Kristiansand
and BioCarbon pilot plant in Canada.

Cash flow from financing activities was negative NOK 166
million, compared to negative NOK 2,187 million in 2019. The
negative cashflow from financing activities in 2019 was related
to dividends paid to owners of the parent (NOK 1,511 million) and
net changes in bills payable and restricted deposits (NOK 556
million negative). The main items in cash flow from financing
activities in 2020 was dividends paid to the owners (NOK 349
million), payment of lease liabilities (NOK 104 million), payment
of interest-bearing loans and borrowings (NOK 1,433 million)
countered by new interest-bearing loans and borrowings (NOK
1,636 million) and net changes in bills payables and restricted
deposits (NOK 113 million).

Changein cash and cash equivalents was negative NOK 1,317
million for the year.

Elkem’s financial position was strong at the end of 2020,
despite a weakening of some key ratios. The group’s equity
ratio fell from 44.7% in 2019 down to a low level of 39.4% in sec-
ond quarter, followed by improved equity ratio at the end of
the year of 40.9%. Leverage ratio for the group also had a sim-
ilar development. Leverage increased from 2.2x EBITDA at the
end of 2019 and ended at 3.0x EBITDA after delivering a strong
fourth quarter. The board of directors views the group’s under-
lying competitive positions and a strong equity ratio as a good
basis to support further growth of the group.

Net interest-bearing debt®* amounted to NOK 8,058 million
as of 31 December 2020. Cash and cash equivalents amounted
to NOK 3,154 million in addition to NOK 4,916 million in undrawn
credit facilities. Total interest-bearing liabilities was NOK 11,534
million as of 31 December 2020 whereof NOK 4,345 million
matures in 2021. Debt maturities in 2021 mainly consist of short-
term loans in China mainly for local working capital financing
expected to be rolled over, in addition to bonds maturing in
December 2021. A 3-year loan facility of NOK 2,000 million was
signed in July 2020 to cover the loans maturing in December
2021. The board views the group’s cash and financial position
to be strong.

GOING CONCERN

The board of directors firmly believes that the Elkem Group has
the ability to continue its operations in the foreseeable future
and hence confirms that the accounts have been prepared on a
going concern basis and that this assumption is appropriate at
the date for the accounts, and that the Group, after the proposed
dividend, has sufficient equity and liquidity to fulfil its obligations.

STRATEGIC PRIORITIES
The board of directors evaluates Elkem’s strategic direction,
achievements so far and new business opportunities on an

3 See APM section
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annual basis. Elkem’s main strategic priorities are specialisation
and growth. Specialisation is important to enhance value crea-
tion and achieve more stable and higher margins. The demand
for Elkem’s products is driven by global mega trends and Elkem’s
goal is to grow faster than the market, particularly within sili-
cones in Asia. In order to achieve its strategic priorities, Elkem
focuses on; operational excellence, digitalisation, people devel-
opment and ESG. Elkem is also exploring the commercial poten-
tial of new growth areas like battery materials, biocarbon and
energy recovery.

Specialisation and growth

The board of directors intends that Elkem continues to pursue
its specialty strategy to reduce cyclicality and increase sales of
higher-margin specialty products across each division. Continued
investments in R&D will be key to ensure technological improve-
ments and the development of new products and applications.
In addition, Elkem intends to do selected bolt-on acquisitions to
accelerate the specialisation strategy. Elkem has in recent years
completed acquisitions of Basel Chemie in Korea and Polysil in
China. Both acquisitions have given access to attractive R&D
competence and specialised market positions.

Several global mega trends are expected to drive the growth
for Elkem’s products. Elkem aims to pursue further growth
through organic projects and acquisitions. The main growth
focus will be on silicones in Asia. This may be supported by up-
and downstream development, as well as potential transactions.
In other business areas such as silicon and carbon, the plan is to
pursue selected growth initiatives. The overall target is to grow
faster than the market and to achieve revenue growth of 5 to
10% per year.

Profitability improvements and operational excellence
Elkem has significant industry experience based on the lean man-
ufacturing principles outlined in Elkem Business System (EBS).
The strategy is to ensure that Elkem can remain a low-cost pro-
ducer based on operational excellence, economies of scale, and
an integrated value chain from raw materials to advanced end
products.

A productivity improvement programme was launched in
2020. The programme has an identified potential of more than
NOK 350 million in annual improvements, mainly related to sav-
ings in fixed personnel costs and contractors’ costs. By year-
end 2020 savings with an annual run rate of NOK 201 million
was achieved.

In addition, Elkem’s profitability improvement initiatives
include systematic efforts to strengthen margins through
increased specialisation and well managed product positions.
Elkem is also focusing on digitalisation as a strategic measure
to improve operations and profitability. The goal is to make
Elkem a data-driven company by implementing digital initia-
tives. These initiatives include projects to streamline processes
optimise resource allocation and to develop cultural capabilities
and agile working methods.
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A key element of Elkem’s strategy is people development.
Empowered people are central to EBS and the target is to develop
employees to become competent problem solvers and to utilise
the full potential of people’s skills, experience, and competences.

ESG is becoming increasingly important and the board has
stepped up its focus on improvements in all aspects of Environ-
ment, Social and Governance. For more information about the
group’s ESG efforts, see the ESG report, page 50.

The target for the group is to generate an EBITDA margin of
15 to 20% through the economic cycle.

New growth areas
Elkem is exploring the commercial potential of new growth areas
like battery materials, biocarbon and energy recovery.

Elkem Advanced Battery materials is a unique growth oppor-
tunity based on Elkem’s existing competence in graphite and sil-
icon. The demand for batteries is surging, as a result of the rapid
growth of electrification in transport and increasing need for
energy storage. Elkem sees significant opportunities for a spe-
cialised product with a green footprint. The company is currently
constructing an industrial scale pilot plant for battery graphite
in Kristiansand, Norway. Commissioning in early 2021, the pilot
aims to conclude processing routes and enhance the product
qualification process with customers. Based on conclusions from
the pilot, Elkem will evaluate the basis for competitive large-
scale industrial production at Hergya in Norway. Elkem will pro-
gress the project towards a planned final investment decision in
2021. Elkem is also searching for industrial or financial partners
to co-invest in the Advanced Battery Materials project.

Elkem has together with partners developed a potential
breakthrough technology for production of biocarbon. In 2020,
Elkem decided to invest in a new biocarbon pilot plant in Can-
ada to secure industrial verification of Elkem’s technology for
renewable biocarbon, with a long-term goal of contributing to
climate-neutral metal production. Using climate-neutral renew-
able biocarbon instead of fossil coal as a reduction agentis a key
part of Elkem's sustainable production strategy. This includes
work to develop competitive and sustainable sources of biocar-
bon as well as longer-term R&D projects.

Energy recovery plants are circular solutions for lower emis-
sions and higher efficiency. With the first energy recovery plant
installed at Elkem Bjglvefossen in 1977, Elkem has more than
40 years of experience from the construction and operation of
energy recovery plants. The company is currently completing
the energy recovery plant at Elkem Salten in Norway, in partner-
ship with Kvitebjarn Energi. 28% of the energy consumption of
the plantis expected to be recovered. Annual power production
from Elkem’s energy recovery plants are expected to total ~480
GWh including Salten, Thamshavn and Bjglvefossen in Norway.

R&D, vital to support and realise Elkem’s strategy on
growth and specialisation

Elkem devotes considerable effort and resources to Research
and Development (R&D) activities with more than 500 people
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dedicated globally. Elkem’s R&D expenses related to processes
and products, including improvement projects and technical sup-
port to customers, amounts to approximately NOK 548 million
in 2020. In addition, Elkem capitalised development expenses
of NOK 167 million in 2020.

R&Disimportant in order to create and develop innovative prod-
ucts for new market needs. R&D efforts are also key to developing
environmentally friendly and energy efficient production technol-
ogies, and to optimise production throughout Elkem’s value chains,
which is why R&D is at the core of the group’s strategy.

Elkem’s R&D facilities, within chemistry and new chemicals,
new materials and supporting laboratories, play a crucial role in
our customers’ successes. Elkem’s R&D efforts contributes to the
development of new products with tailored properties for high-
end markets, new additives for process aids, or for reinforced
materials and support with critical analysis information needed
for troubleshooting. Elkem’s R&D focus will remain imperative
in order to reach the group’s ambition related to specialisation
and growth based on global mega trends.

Open innovation and collaborative mindset

With more than 20 collaborative projects in partnerships with
European governments and clusters, Elkem is highly recognised
for its open innovation mindset. Through collaboration, Elkem
wants to be at the edge of new technologies exploring the new
trends:

B Sustainable processes and products

B Circular economy mainly on recycling (including waste and
end-of-life)

B New materials for 3D printing and additive manufacturing
processes, battery cells and batteries, and lightweight
materials

B New chemistry and processes

B Energy efficiency and CO, emission decrease by for
example replacing fossil coal with biocarbon in the
production of silicon and ferrosilicon alloys

m R&D digitalisation, processes and new materials modelling
to speed-up the capture of value

To maintain and develop a technological edge, Elkem is evolv-
ing through internal projects and different collaborative plat-
forms, including:

B Axel Onein Lyon, France, is one of the hubs for smart
processes, on-line analysis, new materials, and circular
economy. The partnerships in the region and with the
French government aims to create a centre of excellence
around the industry of the future integrating environmental
and societal concerns and process optimization.

B The pilot facility at Elkem’s corporate R&D centre at in
Kristiansand, Norway, is an important asset for both
process and product development. The partnership with
the Norwegian Catapult Centre, Future Materials, has
further strengthened the position of the test centre.
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R&D initiatives and expansion

At Elkem’s production sites, new applications are developed sup-
ported by laboratory expertise and analysis to ensure that the
latest technologies and capabilities are implemented in practice.
This working methodology is used in the Northern Recharge
project, where Elkem is currently constructing an industrial pilot
plant for synthetic graphite to battery anodes and where Elkem
has ambitions to establish large-scale industrial production.

In December 2018, Elkem decided to expand capacity and
capability by establishing a new R&D centre dedicated to the
Silicones division at the Saint-Fons site in Lyon, France. This new
site, intended to be operational in 2021, will bring together 130
researchers. The R&D centre will be at the heart of the Chemis-
try Valley and the Lyon Metropolis to reinforce innovation within
Elkem together with external partners globally.

Furthermore, the Silicones division holds a strong position
within R&D and innovation. The division has research centres
worldwide with Lyon Research & Innovation Centre as the main
hub.

As a part of Elkem’s specialisation strategy, the Silicones divi-
sion hasincreased R&D personnel by more than 20% worldwide
the last four years, with a clear strategy to leverage on this capac-
ity worldwide. With the acquisition of Polysil, more than 50 scien-
tists in their research and development centre have strengthened
the global R&D team.

ENVIRONMENT, SOCIAL AND GOVERNANCE

Elkem's mission is "to contribute to a sustainable future by pro-
viding advanced silicon, silicones and carbon solutions, adding
value to our stakeholders globally”.

We believe that safe and environmentally responsible pro-
duction is a prerequisite and that Elkem can contribute to the
development of more sustainable solutions. Elkem is commit-
ted to continuous efforts to maximise the positive impact on
the environment and societies around us, as well as to minimise
potential negative impact.

Elkem’s values form the foundation for the way we conduct
our business. Our dedicated employees base their work on
involvement, respect, precision and continuous improvement.
Involvement ensures that people are committed. Respect is about
being fair, open and honest and appreciating diversity. Precision
expresses itself through our work to develop and follow stand-
ards of best practice and safe and stable production. Continuous
improvement means to always look for improvement potential.

Elkem works to ensure best practice within ESG to secure
socially responsible and sustainable business practices towards
all stakeholders. In order to ensure that Elkem identifies and cov-
ers all material environmental, social and governance related
topics, an updated materiality analysis was conducted in 2020.
A materiality analysis is a method to identify and prioritise the
issues that are most important to an organisation and its stake-
holders. Key stakeholders, such as labour unions, customers,
investors, banks, NGOs, governmental institutions and employ-
ers’ organisations were interviewed. The topics that Elkem’s
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stakeholders rated highest in term of importance were envi-
ronmental management, climate change mitigation, health and
safety, water and waste management, labour rights and govern-
ance and risk management.

The ESG report details our commitment and activities within
environment, social and governance and is prepared according
to the framework of the Global Reporting Initiative - the most
used sustainability reporting framework globally. The ESG report
can be found on page 50. This report is an integral part of the
Report of the board of directors.

Environment, health and safety

Environment, health and safety (EHS) is the backbone of Elkem’s
business and is always our first priority. Our EHS efforts are based
on a zero-harm philosophy.

The safety of our employees is the most important aspect of
our philosophy. We strongly believe, and have shown, that our
production can be done without any harm to our people. Elkem
uses considerable resources to identify hazards and implement
appropriate measures to reduce risk to an acceptable level, so
that all employees and contractors performing work at Elkem
can leave work just as healthy as they were when they arrived.
Health and safety management is one of the prioritised mate-
rial topics to Elkem. More information about our management
system, reporting and how we follow up throughout the organ-
isation and value chain is available in the Social chapter in the
ESG report, page 75.

Elkem has a strict reporting regime for injuries and requires
allinjuries to be reported, investigated and mitigated independ-
ent of severity. Of a lost workday rate of 0.8 injuries per million
work hours for own employees, only one injury was defined as
high severity in 2020. This is a reduction from 2019 when the lost
workdays rate was 1.1and the number of high severity injuries 3.
There were no fatalities at the Elkem plants in 2020.

As a global company, Elkem affects the environment and
communities around the world every day.

One of Elkem’s key priorities is to minimise the environmental
impact through the value chain. This is why Elkem is always look-
ing for new and innovative ways to reduce waste and emissions,
and to increase the yield from raw materials. This implies using
highly developed production technology and running operations
with resource-efficient processes. Environmental and energy
management, climate change mitigation and adaption, water
and waste management are material topics that Elkem needs to
respond to. For more information about the efforts of reducing
our environmental footprint and increase the positive impact of
our products, see the ESG report under the chapter Environ-
ment, page 62.

Diversity and gender equality

Elkem is committed to provide equal opportunities for all employ-
ees in an inclusive work culture. Elkem appreciate and recog-
nise that every individual is unique and valuable and should be
respected for his or her individual abilities.
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Elkem does not accept any form of harassment or discrimi-
nation based on gender, religion, race, national or ethnic origin,
cultural background, social group, disability, sexual orientation,
marital status, age, or political opinion. The group seeks to pro-
vide equal employment opportunities and treat all employees
- and job seekers fairly.

The company has well-established policies and practice to
ensure that there is no discrimination. The policy and estab-
lished practises include code of conduct, Human Rights policy,
recruitment, compensation and benefits, working conditions,
possibilities for promotion, development and protection against
harassment.

Total share of women in Elkem in 2020 was 25%, and women
in leadership roles are also at 25%. The corporate recruitment
policy and related training materials includes topics such as
including female recruiters and/or managers in each recruit-
ment process and tracking the proportion of female candidates
throughout the process. The trainee programmes have been pri-
oritised and attractive to recruit women. The share of women in
the trainee programme for 2020 is 58%.

The female share of new hires was 26% and the female share
of leavers was 23%. The numbers indicate a positive effect of
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Elkem's efforts to attract and retain female employees, as fewer
women relevant to men leave the company than are hired. The
female share of part time employees was 60% and the female
share of temporary hires was 18%.

Parental leave is only tracked in Norway for 2020, eligible
women took on average 38.7 weeks leave, and men took on
average 18.5 weeks leave, out of the maximum of 52 weeks reg-
ulated by the government.

The age distribution in the company is 14% below 30 years old,
60% between 30 and 50 years old and 26% above 50 years old,
similar to the numbers from 2019. For more information about
efforts to secure equal opportunities and increase the female
share in the company, see the ESG report, page 81.

Governance
The board of directors recognises the importance of good cor-
porate governance. The goal to ensure protection of all share-
holders’ interests and to ensure that the company complies with
high ethical and social standards.

Elkem is subject to corporate governance reporting require-
ments under section 3-3b of the Norwegian Accounting Act and
the Norwegian Code of Practice for Corporate Governance, cf.
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section 7 of the continuing obligations of stock exchange listed
companies. The Accounting Act may be found (in Norwegian)
at lovdata.no. The Norwegian Code of Practice for Corporate
Governance may be found at nues.no.

Elkem’s board consist of 11 board members of which eight
are shareholder elected and three are employee elected. Four
of the shareholder-elected board members represent the major-
ity shareholder while the other four shareholder-elected mem-
bers are independent. Elkem had eight board meetings in 2020.
A detailed overview of the board members’ attendance may be
found in Note 10 of the financial statement.

In 2020 Elkem reorganised its work within corporate social
responsibility and established a new ESG steering committee,
responsible for managing and monitoring the group’s work within
environment, social and governance. The ESG steering com-
mittee replaced the previous CSR steering committee and is a
clear example on Elkem’s commitment to strengthen focus and
resources within this important area.

The annual statement on corporate governance can be found
on page 41in this report and is an integral part of the Report of
the board of directors.

RISK MANAGEMENT

Elkem has global operations and advanced industrial activities.
This gives rise to several risks and the board of directors and
management closely monitor the business performance through
business reviews and risk assessments to verify that adequate
measures are in place. The group’s main risks are related to stra-
tegic risks including ESG, macro-economic conditions, oper-
ational performance and safety and compliance related risks.

Elkem’s model for risk management

Elkem’s model, according to EBS, is to organise resources close
to the value chain. This principle also applies to compliance and
internal control. Elkem has therefore integrated its risk manage-
ment and internal control activities as part of the line manage-
ment’s responsibility. This means that the management of each
business unit shall ensure:

B Adherence to laws and regulations

B Operations according to Elkem’s governing documents,
including code of conduct and social responsibility policy

B Qualitative financial reporting

Realisation of business opportunities and strategy

B Efficient operations

Elkem’s total risk exposure and business performance is
analysed, evaluated and summarised regularly at corporate,
segment and business unit level. The process is bottom up
where each of the divisions and key corporate functions go
through a defined process to identify and quantify the main
risks. The key risks on group level are further analysed both in
terms of impact, likelihood and correlation. Based on this, the
top tenrisks on group level are identified and presented to the
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board for further assessment of mitigating actions and risk tol-
erance. The purpose is to identify and assess if the risk picture
is acceptable and manageable or if further mitigating actions
must be taken. In addition to the top ten risks, the board has
added an eleventh risk, which is defined as “black swan”, typ-
ically an unforeseen event with extreme consequences. His-
tory has shown that the biggest overall risk could be related
to unexpected incidents which are difficult to foresee and
quantify. In 2020, the Covid-19 is an example of such a risk.
“Black swan” demonstrates the importance of a general risk
preparedness, meaning that the organisation must be able to
react quickly and adjust to new market conditions. Covid-19
has impacted Elkem’s market conditions significantly in 2020,
but the group has managed relatively well through the crisis
and been able to maintain stable and good operations and
serve its customers whilst securing the health and safety of
its employees.
A summary of the risk analysis is presented on page 47.

Business risk

The main risk impacting the group’s financial performance is
related to prices and sales volumes for silicon-related materials,
as well as costs for key raw materials, energy and other con-
sumables. The demand for silicon-based materials has increased
over the past years and the growth is expected to exceed the
growthin global GDP. Demand and prices will however fluctuate
based on economic cycles and competition, and significant price
and volume changes can be observed depending on the over-
all business sentiment. Elkem is seeking to mitigate and reduce
financial impact by investing into R&D and capture specialised
market positions to reduce commodity price exposure. In addi-
tion, Elkem aims to keep a strong financial profile with adequate
equity and liquidity reserves to handle and mitigate the effects
of economic downturns.

Compliance related risks
Compliance related risks, including failure to comply with all
applicable local legislation, international standards on issues such
as human rights, labour rights and corruption, are all risk factors
that Elkem seeks to mitigate with clear code of conduct and pol-
icies, tone at the top, training of our people and internal audits.
Compliance is monitored centrally by corporate help chains,
including Environment, Health and Safety (EHS), Human
Resources (HR), EBS, Legal and Finance. Elkem’s governing
documents are available to all employees via Elkem’s intranet.
Corporate help chains are responsible for internal control within
their respective functions including policy and awareness build-
ing and conduct audits.

Financial related risks

Elkem operates in an international market and is exposed to a
variety of financial risk factors, including currency risk, inter-
est rate risk, liquidity risk and counterparty risk. Elkem’s result,
cash flow and equity are exposed to fluctuations in currency
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exchange rates. Elkem seeks to reduce the impact from changes
in currency exchange rates by a currency hedge programme
and loans in foreign currencies. Net cash flows in the main cur-
rencies, mainly EUR and USD, are hedged on a 12-month rolling
basis using forward contracts. The hedging ratio is 45% on 4-12
months but increased to 90% for contracted cash flows up to
3 months. Chinese yuan (CNY) is not included in the hedging
programme because the operating income and costs in China
are mainly denominated in the same currency. This means that
Elkem has a translation risk for CNY when the results for the
Chinese entities are reported in NOK. Elkem aims to mitigate
the balance sheet risk by keeping interest-bearing debt in the
same currencies as the group’s assets. Elkem operates in capital
intensive industries and is exposed to interest rate fluctuations
onits netinterest-bearing debt. Elkem has mainly floating inter-
est rates. This is expected to give an acceptable risk profile as
interest rates are expected to be higher in an economic upturn
and lower ina downturn, and hence fluctuate in line with Elkem’s
expected financial performance. However, a floating rate policy
gives exposure. The risk is considered to be low in the near to
medium term, but the debt portfolio is monitored, and hedging
would be evaluated based on exposure and sensitivity.

Liquidity risk related to the company’s ability to meet finan-
cial obligations is considered low based on satisfactory long-
term financing, adequate leverage ratio and equity and access
to ample, undrawn credit facilities. Elkem had a cash position of
NOK 3,154 million as at 31.12.2020. In addition, Elkem has NOK
4,916 million of undrawn credit facilities. This includes a back-
stop facility of NOK 2,000 million to cover debt maturities in 2021.
Elkem has a good maturity profile on its debt portfolio. It must be
taken into consideration that most of the short-term debt con-
sists of liquidity loans in China, which is short term by nature and
expected to be rolled over on an ongoing basis. Counterparty
credit risk is managed by close monitoring of the receivables
portfolio combined with credit insurance and payment condi-
tions. Elkem’s financial transactions and deposits are with solid
and reputable banks.

See note 27 in the financial statements for more details on
financial risk.

Climate risk

Elkem’s has increased the focus on climate related risks and
included this in the overview of the group’s top risks in 2020.
The climate risk assessment is based on possible changes in reg-
ulations, customer preference, production technology, physi-
cal and market regulations. The company has a fundamentally
strong position since 83% of the group’s electricity consumption
is based on renewable energy, mainly hydro power. For many
years Elkem has also pursued a strategy to replace fossil coal
with use of biocarbon in its smelting processes. Carbon mate-
rials, e.g. coal, charcoal, woodchips etc. are used as reduction
agent in the smelting processes to remove the oxygen from the
quartz. This results in CO, emissions. The target is to have 20%
biocarbon share at Norwegian smelters by 2021. In 2020, the
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number was 19.6%. Elkem’s long term target is to increase the
biocarbon share to 40% by 2030.

Elkem’s products are key raw materials in customer products
that are essential for other sustainable solutions. One example is
electrification of transportation. The expected demand develop-
ment for electric vehicles (EVs) represents a significant business
potential for Elkem both silicones and battery materials. Elkem’s
project for new and environmentally friendly production of syn-
thetic graphite to battery anodes is another example of one of
the group’s attractive green value creation opportunities.

Climate change also poses threats and Elkem has evalu-
ated both the physical and transitional risks in line with the Task
Force on Climate-related Financial Disclosures (TCFD) recom-
mendations. Elkem’s processes and plants are not deemed to
be exposed to acute physical risks. Transitional climate risks
are mainly defined as strategic and operational risks potentially
impacting Elkem’s operations such as available technology for
reducing emissions, changes in regulations from authorities and
changes in consumer preferences.

Financial reporting process

Elkem has routines to ensure that the financial statement is
reported according to applicable laws and regulations and in
accordance with adopted accounting policies. These routines
are described in internal reporting manuals, which are updated
regularly according to new accounting principles.

The financial reporting plan includes controls and check
reports that shall ensure consistency of the financial reporting.
The financial information is consolidated and controlled at sev-
eral levels within the respective divisions.

The audit committee performs reviews of the quarterly, half
year and annual financial statement with special focus on account-
ing topics such as provisions and liabilities, estimates and judge-
ments, or issues with major impact on the financial statement. The
external auditors participate in these meetings in addition to rep-
resentatives from the management and finance function of Elkem.

FUTURE PROSPECTS

There is always inherent uncertainty to future prospects. The
board of directors’ assessment is that the fundamentals and
long-term prospects for Elkem are positive. The demand for
Elkem’s products is driven by global mega trends such as sus-
tainability, energy demand growth, urbanisation, digitalisation
and aging and growing population. The markets for silicones
and silicon constitute about 75% of the group’s business and are
expected to grow at a rate of around 5% per year. Climate risk
and environmental regulations will require a need for reduced
emissions and more sustainable solutions, but Elkem is very well
positioned based on its high proportion of electricity consump-
tion from renewable sources. The development towards more
climate friendly solutions could also provide attractive growth
opportunities, particularly since use of silicones gives a reduction
of greenhouse gases that are nine times larger than the emis-
sions from production and end-of-life disposal.



ELKEM ANNUAL REPORT 2020

The short-term outlook could, however, be more uncertain
based on continued impact from Covid-19 on macro-economic
development and financial market conditions. In addition, pos-
sible trade tensions and risk of sanctions could also impact
demand and supply in Elkem’s main markets. The outlook for
Elkem’s segments has however, improved towards the end of
2020 particularly in China where demand and prices have risen
significantly, partly due to government stimulus packages. The
outlook has also improved in Europe and North America, but so
far at a slower pace.

Elkem will continue to pursue its main strategic initiatives
with focus on specialisation and cost competitiveness. Elkem
plans to keep reinvestments at 80-90% of amortisations and
depreciations in order to ensure good and stable operational
performance. In addition, Elkem’s strategy is to grow through
specialisation, both organically and through acquisitions. Invest-
ment levels will be evaluated based on the group’s financial posi-
tion and financial performance. Elkem has strong cost positions
and aims to drive continuous improvement work throughout
the organisation. In 2020, Elkem launched a new performance
improvement programme with the aim to reduce cost by more
than NOK 350 million on an annual basis by end of 2021. The pro-
gramme was ahead of plan by end of 2020. In addition, Elkem
decided to merge the Silicon Materials and Foundry Products
divisions to gain further synergies and enable better and more
streamlined operations.

Elkem’s position is considered to be strong at the turn of the
year despite the fact that debt leverage increased during 2020.
The leverage has been affected by lower EBITDA due to chal-
lenging markets conditions and Covid-19 effects, but the equity
ratio, cash flow generation and liquidity position of the group
were considered to be robust.

Elkem’s policy is to pay dividends of 30-50% of profit for the
year. The board of directors has proposed a dividend payment
of NOK 0.15 per share for 2020, which would represent 36.5% of
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profit for the period. The board of directors’ view is that the div-
idend proposal for the year is appropriate based on the group’s
overall financial position and the current market outlook. The
dividend is subject to approval on the annual general meeting.

ELKEM ASA

Elkem ASA is the parent company of the Elkem group. The com-
pany’s accounts have been presented in accordance with the
Norwegian Accounting Act and generally accepted accounting
practices in Norway. The accounts are prepared on the basis of
a going concern assumption.

For Elkem ASA the operating income amounted to NOK 7,626
million in 2020 compared to NOK 6,268 million in 2019. The oper-
ating profit ended at NOK 449 million in 2020, compared to NOK
371 million in 2019.

Net change in cash and cash equivalents amounted to NOK
1,714 million. Cash flow from operating activities amounted to
NOK 549 million, countered by investing activities of NOK 1,881
million and cash flow from financing activities of NOK 382 million.

Elkem ASA’s equity was NOK 9,220 million at the end of
2020. The equity ratio ended at 41%. Profit for the year was
NOK 416 million. The net interest-bearing debt amounted to NOK
5,366 million per 31 December 2020. Cash and cash equivalents
amounted to NOK 1,799 million.

Allocation of 2020 net profit:
The profit for the year was NOK 416 million. The board of direc-
tors proposes the following allocation (in NOK million):

NOK million

From other paid in capital (87)
Proposed dividend 87
Transfer to retained earnings 416
Allocated 416

The board of directors of Elkem ASA
Oslo, 10 March 2021
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Corporate management team 2020

Michael Koenig

CEO

Morten Viga Asbjarn Sgvik Havard Moe Katja Lehland

CFO SVP Business Development SVP Technology SVP Human Resources
Louis Vovelle Frederic Jacquin Inge Grubben-Stremnes Luiz Simao

SVP Innovation and R&D SVP Silicones SVP Silicon Products SVP Carbon Solutions

For more information on Elkem’s board of directors and management, please visit: https://www.elkem.com/about-elkem/Corporate-management-and-Board-of-directors/
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CORPORATE GOVERNANCE

The board of directors’ report on
corporate governance

Good corporate governance is important to ensure confidence in the company and value
creation in the best interest of shareholders, employees and other stakeholders. Environmental,
Social and Governance (ESG) criteria are increasingly used to evaluate how companies perform.
In that respect, this report, combined with Elkem’s ESG report, annual report and website,

document the group’s activities and results.

Elkem is subject to corporate governance reporting require-
ments according to section 3-3b of the Norwegian Account-
ing Act and the Continuing obligations of stock exchange listed
companies at Oslo Stock Exchange. Further, Elkem’s board of
directors endorses "The Norwegian Code of Practice for Cor-
porate Governance" (the "Code"), most recently revised on 17
October 2018 and issued by the Norwegian Corporate Govern-
ance Policy Board. The Code of Practice is available at www.
nues.no.

This report follows the system used in the Code, and forms
part of the board of directors’ report.

1. IMPLEMENTATION AND REPORTING ON
CORPORATE GOVERNANCE

Elkem’s corporate governance policy is based on the Code, and

as such designed to establish a basis for good corporate gov-

ernance to support achievement of the company’s core objec-

tives on behalf of its shareholders, including the achievement of

sustainable profitability.

Elkem believes good corporate governance involves open-
ness and trustful cooperation between all parties involved in the
group: the shareholders, the board of directors and executive
management, employees, customers, suppliers, public authori-
ties and society in general.

By pursuing the principles of corporate governance, the
board of directors and management contributes to achieving
open communication, equal rights for all shareholders and good
control and corporate governance mechanisms. The board of
directors assesses and discusses Elkem’s corporate governance
policy on a yearly basis.

Elkem aspire to comply with the recommendations of the
Code. If the Code is deviated from, the deviation is described
and explained in the relevant section of this statement.

No deviations from the code.

2. BUSINESS

Elkem’s mission is to contribute to a sustainable future by provid-
ing advanced silicon, silicones and carbon solutions, adding value
to our stakeholders globally. Elkem’s business scope is clearly
described in section 3 of the articles of association:

The object of the company is to develop and engage in indus-
try, mining, trade and transportation as well as exploration
and exploitation of natural resources. The company may also
develop, acquire and exploit patents inventions and technical
knowhow. The company may participate directly or indirectly
or by other means in companies engaged in activities outlined
above or activities that promote or support such objects.

Elkem was founded in 1904 and is a market leader in the pro-
duction of silicon-based advanced materials. Elkem is a fully inte-
grated producer with operations throughout the silicon value
chain from quartz to silicon and downstream silicone speciali-
ties, as well as speciality ferrosilicon alloys and carbon materials.

Elkem is operating in capital intensive industries and has 31
production sites and an extensive network of sales offices around
the world. While this gives competitive strengths, it also gives
exposure to a range of risk factors. The board of directors has
defined goals and strategies for the business and has a clear focus
onrisk profiles and risk management to create value for the com-
pany’s shareholders. More details on the main risks and risk man-
agement principles are presented in the annual report. See also
section 9 below.

The board has set out specialisation and continued growth as
the main strategic priorities. Focus on further product speciali-
sation through R&D and selected acquisitions is a key strategic
measure to improve and stabilise the group’s profitability. The tar-
getisalso to grow Elkem’s business both organically and through
acquisitions to secure and strengthen the group’s attractive posi-
tions in growth markets driven by global mega-trends. To sup-
portits strategic goals, Elkem will focus on operational excellence,
digitalisation, people development and ESG (Environment, Social
and Governance). These initiatives are seen as crucial parts of the
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group’s strategy to secure profitable and sustainable growth.

Risk management and internal control systems are in place to
manage operational risks. The company aims to maintain a strong
financial profile with a robust capital structure. The target, based
on earnings over the business cycle, is to have a leverage ratio
of 1.0x - 2.0x, defined as net interest-bearing debt to EBITDA.

Sustainability is central in Elkem’s business strategy. Elkem
defines sustainability work as continuous efforts to maximise the
positive impact on the environment and societies, as well as to
minimise any negative impact. Elkem is a signatory to the UN
Global Compact and apply sustainability in line with the princi-
ples of the UN Global Compact. Elkem is committed to develop
its business in support of the ambitions of the Paris climate agree-
ment and the UN Sustainable Development Goals (SDGs). Elkem
is also committed to follow the United Nations Guiding Princi-
ples on Human Rights and Business. Elkem’s Silicones division
is a member of the Responsible Care Global Charter which is the
chemical industry’s global initiative to drive continuous improve-
ment in environment, health, safety and security.

Elkem has implemented guidelines and procedures in accord-
ance with section 3-3c of the Accounting Act, including Code of
conduct, policy on anti-corruption and CSR polices. Elkem's ESG
report is included on page 50-95 in this report.

Elkem's objectives, strategy and financial targets are evalu-
ated by the board of directors on an annual basis. The board
also reviews the group’s performance in ESG and evaluates the
risk profile and make regular assessments of these processes to
ensure high quality standards.

No deviations from the Code.

3. EQUITY AND DIVIDENDS

As at 31 December 2020, the group’s equity was NOK 12,635
million, which is equivalent to 41% of total assets. The total
issued share capital of Elkem amounted to NOK 2,906,551,720
divided into 581,310,344 shares, each with a nominal value of
NOK 5.

Elkem aims to maintain an investment grade profile and tar-
gets a leverage ratio, defined as net interest bearing debt to
EBITDA, in the level of 1.0 - 2.0 times, based on earnings over the
business cycle. As at 31 December 2020, the leverage ratio was
3.0 times, which is above target, as a result of lower EBITDA due
to challenging market conditions caused by Covid-19. The board
of director’s target is to ensure a leverage ratio in line with policy
over the business cycle. In addition, Elkem aims to keep a robust
liguidity reserve and a smooth maturity profile on its loan port-
folio to mitigate financing and liquidity risk. As at 31 December
2020, available cash amounted to NOK 3,154 million providing a
strong liquidity position. In addition, Elkem has undrawn credit
facilities amounting to NOK 4,916 million.

The board of directors considers Elkem’s capital structure,
including equity and debt structure, to be appropriate to the
company’s objective, strategy and risk profile.
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The company’s dividend policy is to aim for dividends distri-
butions to reflect the underlying earnings and cash flow of the
group and targets a dividend pay-out ratio of 30-50% of the
group’s net income for the year. The proposed dividend pay-out
for the financial year ended 31 December 2020 is NOK 87 million,
which corresponds to NOK 0.15 per share. The proposed dividend
represents 36% of the group’s net income in 2020.

The board of directors has not been granted any authorisa-
tion to approve distribution of dividends.

At the annual general meeting on 8 May 2020, the board of direc-
tors was granted the following authorisations:

i. Inorder to give the board of directors financial flexibility
and enable quick access to the market in the event
of an acquisition in return of shares or for general
corporate purposes, the board of directors was granted
an authorisation to increase the share capital with an
amount up to NOK 290,655,172 corresponding to 10%
of the current share capital. The authorisation covers
share capital increases against contribution in kind and
share capital increase in connections with mergers. The
shareholders’ preferential rights to new shares may be
deviated from. The authorisation is valid until the annual
general meeting in 2021, but no longer than to and
including 30 June 2021.

ii. The board of directors was granted an authorisation to
increase the share capital up to NOK 40,000,000 to be
used in connection with the issuance of new shares under
the company's share incentive scheme. The authorisation is
valid until the annual general meeting in 2021, but no longer
than to and including 30 June 2021.

iii. In order to allow the board of directors to utilise the
mechanisms permitted by the Norwegian Public Limited
Liability Companies Act to acquire own shares, the board
of directors was granted an authorisation to acquire own
shares with a total nominal value of up to NOK 290,655,172
corresponding to 10% of the current share capital. The
maximum amount that can be paid for each share is NOK
150 and the minimum is NOK 1. The authorisation is valid
until the annual general meeting in 2021, but no longer than
to and including 30 June 2021.

Deviations from the Code: The board of directors’ authorisation to
increase the share capital with an amount up to NOK 290,655,172,
corresponding to 10% of the current share capital can be used for
several purposes. Elkem believes that this authorisation is impor-
tant in order to allow the board of directors, in the interest of time,
to act quickly in connection with a transaction or other corpo-
rate events where it is in the shareholders and Elkem’s interest
to increase the share capital. This authorisation was not utilised
in the financial year ended 31 December 2020.
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4. EQUAL TREATMENT OF SHAREHOLDERS AND

TRANSACTIONS WITH CLOSE ASSOCIATES
All shareholders shall be treated on an equal basis, unless there
is just cause for treating them differently.

In the event of an increase in share capital through the issue
of new shares, a decision to waive the existing shareholders’
pre-emptive rights will be publicly disclosed in a stock exchange
announcement issued in connection with the share issuance.
Elkem did not resolve any share capital increases in the financial
year ended 31 December 2020.

If Elkem should carry out any transaction in its own shares,
this will be carried out either through the stock exchange or at
prevailing stock exchange prices to ensure equal treatment of all
shareholders. Elkem did not carry out any transactions inits own
share in the financial year ended 31 December 2020.

In the event of a not immaterial transaction between the
company and its shareholders, a shareholder's parent company,
members of the board, executive management or closely-related
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parties of any such parties, the board will arrange for a valua-
tion to be obtained from an independent third party. In 2020,
there were no significant transaction between the company and
related parties, except for ordinary commercial transactions at
arm’s length market terms.

No deviations from the Code.

5. FREELY NEGOTIABLE SHARES

The shares in Elkem are freely negotiable and there are no restric-
tions on any party’s ability to own, trade or vote for the share
in the company. Elkem has only one class of shares. Each share
grants the holder one vote and there are no structures granting
disproportionate voting rights.

No deviations from the Code.
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6. GENERAL MEETINGS

The board of directors will ensure that as many of the company’s
shareholders as possible can participate in the general meeting.
The Covid-19 pandemic has necessitated electronic solutions due
to restrictions on meetings and physical presence. In 2020, Elkem
arranged for webcast solution for external and internal partici-
pants that were prevented from attending the general meeting.
The board of directors will further ensure that:

B notices for the general meetings are sent to all shareholders
individually, or to their depository banks, at least 21 days in
advance, that all matters to be considered by the meeting
are specified and that relevant documents are made
available on the company’s website;

B the resolutions and any supporting documentation are
sufficiently detailed, comprehensive and specific, allowing
shareholders to understand and form a view on all matters
to be considered at the general meeting;
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B the CEO, the chair of the board of directors and the chair
of the nomination committee are present at the general
meeting. Due to the Covid-19 pandemic and relevant
governmental restrictions, this may not be possible at
all times. Due to national restrictions, the board was
represented by the presence of vice chair Dag Jakob
Opedal. The chair of the nomination committee was also
present while the CEO participated through the webcast
solution; and

B the general meeting is able to elect an independent chair
for the general meeting.

The articles of association of Elkem does not provide for any
deadline for the shareholders to give notice of their attendance at
the general meeting. The board of directors may still encourage
shareholders to give such notice within a set deadline.

Shareholders who are unable to be present at the general
meeting will be given the opportunity to vote by proxy or through
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written voting in a period prior to the general meeting. The com-
pany will in this respect provide information on the procedure
and prepare a proxy form/written voting form. The Company
will nominate a person to act as proxy.

All'board members and members of the nomination commit-
tee are encouraged, but not obliged, to be present at the annual
general meeting. Elkem has chosen not to follow the recommen-
dation to vote separately on each candidate nominated for the
board of directors and the nomination committee. The process
of the nomination committee is focused on the combined qual-
ification and experience of the proposed members to the board
of directors and the nomination committee and the voting should
therefore also be combined.

Deviations from the code: Voting on members to the board of
directors and the nomination committee takes place as @ com-
bined vote. Pursuant to the Code, the board of directors should
ensure that all board members attend the general meeting. Elkem
does not require all board members to attend, however, in accord-
ance with the Norwegian Public Limited Liability Companies Act,
Elkem requires the CEO, the chair of the board of directors and the
chair of the nomination committee to attend the general meet-
ing. Due to national restrictions in connection with Covid-19, the
board was represented by the presence of vice chair at the annual
general meeting in 2020.

7. NOMINATION COMMITTEE
Establishment and composition
According to section 7 of Elkem’s articles of association, the com-
pany shall have a nomination committee consisting of two or
three members in accordance with the decision of the general
meeting. The members of the nomination committee are elected
by the annual general meeting. The general meeting has also
approved guidelines for the duties of the nomination commit-
tee, elected the chair and determined the remuneration of the
members of the committee

The nomination committee comprise the following members,
all of whom were elected on the annual general meeting in 2020:

m Sverre S. Tysland / Chair / Practicing lawyer / Independent
/ Re-elected in 2020 for a term of office of one (1) year until
2021,

B Zhu Ziaolei / Committee member representing the
majority shareholder / Elected in 2020 for a term of office
of two (2) years until 2022; and

B Anne Kjoglseth Ekerholdt / Committee member / Practicing
lawyer / Independent / Remaining term of office of one (1)
year until 2021.

The members of the nomination committee have been elected
to take into account the interests of shareholders in general. The
majority of the members are independent of the board of direc-
tors and the executive management.
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The nomination committee shall make recommendations to
the general meeting for the election of shareholder elected board
members and members of the nomination committee, and the
remuneration of the board of directors and the nomination com-
mittee. When nominating shareholder representatives to the
board of directors, the nomination committee presents relevant
information about the candidates, together with an evaluation
of their independence.

In connection with the nomination committee’s work with
proposing candidates, and to ensure that the candidates repre-
sent a broad group of the company’s shareholders, the nomina-
tion committee is in contact with the board of directors, the CEO
and major shareholders. Furthermore, the nomination commit-
tee ensures that the board of directors is composed to comply
with legal requirements and the corporate governance code.

The nomination committee have justified its proposal for the
board of directors. While the nomination committee presents
relevant information about each candidate separately, the nom-
ination committee focuses on the combined qualifications and
experience of the proposed members of the board of directors
when presenting its proposal to the general meeting. Information
on how to propose candidates is available on Elkem’s website.

Deviations from the Code: The nomination committee justifies its
proposals combined and not separately for each board member.

8. COMPOSITION AND INDEPENDENCE OF THE BOARD
The board of directors of Elkem comprises 11 members, of which
eight of the board members, including the chair, are shareholder
elected. The remaining three board members are elected by the
company’s employees.

As of 31 December 2020, the board of directors of Elkem
comprise the following persons:

B Zhigang Hao / Chair / Representing the majority
shareholder / Remaining term of office of one (1) year until
2021,

® Dag Jakob Opedal / Vice chair / Independent / Re-elected
in 2020 for a term of office of two (2) years until 2022;

B Olivier Tillette de Clermont-Tonnerre / Board member
/ Representing the majority shareholder / Re-elected in
2020 for a term of office of two (2) years until 2022;

B Yougen Ge / Board member / Representing the majority
shareholder / Re-elected in 2020 for a term of office of one
(1) year until 2021;

B Helge Aasen / Board member / Representing the majority
shareholder / Remaining term of office of one (1) year until
2021;

B Anja-lsabel Dotzenrath / Board member / Independent /
Remaining term of office of one (1) year until 2021;

H Caroline Grégoire Sainte Marie / Board member /
Independent / Re-elected in 2020 for a term of office of
one (1) year until 2021;
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® Marianne Elisabeth Johnsen / Board member /
Independent / Remaining term of office of one (1) year until
2021

B Terje Andre Hanssen / Board member / Employee
representative / Term of office of two (2) years until the
annual general meeting in 2022;

B Marianne Feergyvik / Board member / Employee
representative / Term of office of two (2) years until the
annual general meeting in 2022 and;

B Knut Sande / Board member / Employee representative
/ Term of office of two (2) years until the annual general
meeting in 2022.

The composition of the board of directors is considered to
attend to the common interests of all shareholders and meet
the company's need for expertise, capacity and diversity. Four
of the board members are women, and none of the members
of the company's executive management are members of the
board of directors.

The board of directors is composed so that it can act inde-
pendently of any special interests. The majority of the share-
holder elected board members are independent of the executive
management and material business connections of the company.
Further, four out of the eight shareholder elected board mem-
bers are independent of the company’s majority shareholder.

Further information on each of the board members is pre-
sented at www.elkem.com and information on their record of
attendance at board meetings can be found in note 10 to the
consolidated financial statements.

Members of the board of directors are encouraged to own
shares in the company, however, with caution not to let this
encourage a short-term approach which is not in the best inter-
ests of the company and its shareholders over the longer term.
As at 31 December 2020, the following board members owned
shares in the company: Helge Aasen (86,206 shares), Olivier
Tillette de Clermont-Tonnerre (15,517 shares), Caroline Grégoire
Sainte Marie (2,300 shares), Dag Jakob Opedal (40,000 shares),
Marianne Elisabeth Johnsen (15,000 shares) and Marianne
Faerayvik (4,950 shares).

No deviations from the Code.

9. THE WORK OF THE BOARD OF DIRECTORS

The board of directors' work follows an annual plan, with par-
ticular focus on objectives, strategy and implementation. The
plan is evaluated and approved around the beginning of each
calendar year. The board of directors also annually evaluates its
performance and expertise, the evaluation is presented to the
nomination committee.

The board of directors has implemented instructions for
the board of directors and the executive management, which
are focused on determining allocation of internal responsibil-
ities and duties. The objectives, responsibilities and functions
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of the board of directors and the CEO are in compliance with
rules and standards applicable to the group and are described
in the company’s annual report. The board of directors have
also implemented procedures to ensure that members of the
board of directors and executive personnel make the com-
pany aware of any material interests that they may have in
items to be considered by the board of directors. The board
of directors will also be chaired by some other member of the
board if the board is to consider matters of a material char-
acter in which the chair of the board is, or has been, person-
ally involved.

The board of directors held 8 board meetings in 2020. Three
board members were absent from one board meeting each.
Except for that, all board members attended all board meet-
ings in 2020.

The board of directors reports on any transactions with
related parties in the annual report.

The board of directors has established an audit committee
and a remuneration committee.

No deviations from the Code.

The audit committee

The board of directors has established an audit committee which
is a working committee for the board of directors, preparing mat-
ters and acting in an advisory capacity. The audit committee is
responsible for overseeing financial reporting and disclosure and
assists the board of directors with assessments of the integrity
of the company’s financial statements, financial reporting pro-
cesses and internal controls, risk management and performance
of the external auditor.

The board of directors has issued instructions for the work
of the audit committee, and the duties and composition of the
committee are in compliance with the Norwegian Public Limited
Liability Companies Act.

The members of the audit committee are elected by and
amongst the members of the board of directors for a term of
up to two years and comprise the following persons:

B Dag Jakob Opedal / Chair / Independent

B Marianne Elisabeth Johnsen / Member / Independent

® Olivier Tillette de Clermont-Tonnerre / Member /
Representing the majority shareholder

The committee members have the overall competence
required to fulfil their duties based on the organisation and oper-
ations of the group, at least one member of the audit committee
is competent in respect of finance and audit. The majority of the
members are independent of the business.

The remuneration committee
The board of directors has appointed a remuneration committee
which comprise the following persons:
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B Zhigang Hao / Chair / Representing the majority
shareholder

B Anja-Isabel Dotzenrath / Member / Independent

B Caroline Grégoire Sainte Marie / Member / Independent

The remuneration committee is a preparatory and advisory
committee for the board of directors in questions relating to the
company’s compensation of the executive management. The
purpose of the remuneration committee is to ensure thorough
and independent preparation of matters relating to compensa-
tion to the executive personnel. The remuneration committee
puts forth a recommendation for the board of directors’ guide-
lines for remuneration to senior executives in accordance with
section 6-16a of the Norwegian Public Limited Liability Com-
panies Act.

The members of the remuneration committee are elected by
and amongst the members of the board of directors for a term
of up to two years and are independent of the company’s exec-
utive management.

The board of directors has issued instructions for the work of
the remuneration committee.

No deviations from the Code.

10. RISK MANAGEMENT AND INTERNAL CONTROL

It is ultimately the responsibility of the board of directors to
ensure that the company has sound and appropriate internal con-
trol systems and risk management systems reflecting the extent
and nature of the company’s activities. Sound risk management
is an important tool to create trust, ensure good environment,
health and safety standards and enhance value creation. Inter-
nal control should ensure effective operations and prudent man-
agement of significant risks that could prevent the group from
attaining its targets. Elkem’s internal controls and systems also
cover the company’s corporate values, ethical guidelines and
standards to ensure good performance in ESG.

Elkem complies with all laws and regulations that apply to
the group’s business activities. The group’s Code of conduct
sets out the overall ethical guidelines, which apply to all Elkem
employees, members of the board of directors as well as those
acting on Elkem’s behalf.

The company has a comprehensive set of relevant corporate
manuals and procedures, which provide detailed descriptions
of procedures covering all aspects of managing the operational
business. The procedures and manuals are continuously revised
to reflect best practice derived from experience or adopted
through regulations.

The board of directors conducts annual reviews of the com-
pany’s most important areas of exposure to risk and such areas’
internal control arrangements. A summary of the main risks is
presented in the annual report.

The board of directors describes the main features of the
company’s internal control and risk management systems con-
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nected to the company’s financial reporting in the company’s
annual report. This covers the culture of control, risk assess-
ment, controlling activities and information, communication
and follow-up. The board of directors is obligated to ensure that
it is updated on the company’s financial situation, and to contin-
uously evaluate whether the company’s equity and liquidity are
adequate in terms of the risk from, and the scope of, the com-
pany’s activities, and shall immediately take necessary actions
if it is demonstrated at any time that the company’s capital or
liguidity is inadequate. The company focuses on frequent and
relevant management reporting to the board of directors. The
reports contain matters related to health and safety, market
development, operations and financial performance. The pur-
pose is to ensure that the board of directors has sufficient infor-
mation for decision-making and is able to respond quickly to
changing conditions or important incidents. Board meetings
are held regularly, and management reports are provided to
the board on a monthly basis.

No deviations from the Code.

11. REMUNERATION OF THE BOARD OF DIRECTORS
The remuneration to the board of directors is determined by the
shareholders at the annual general meeting based on a proposal
from the nomination committee. The level of remuneration to the
board of directors is considered to reflect an international level
and the board of directors’ responsibility, expertise, the com-
plexity of the company and its business, as well as time spent
and the level of activity in both the board of directors and any
board committees.

The remuneration of the board of directors is not linked to the
company’s performance and Elkem does not grant share options
to its members of the board of directors.

The board members, or companies associated with board
members, have not been engaged in specific assignments for
the company in addition to their appointments as members of
the board of directors.

The remunerations for the period from May 2020 until the
annual general meeting in 2021 are as follows:

Board of directors:

B Chair: NOK 750,000

B Deputy chair: NOK 562,500

B Board members: NOK 375,000
B Observers: NOK 187,500

Audit committee:
B [eader: NOK 135,000
B Members: NOK 90,000

Remuneration committee:

B [eader: NOK 135,000
B [ndependent members: NOK 90,000
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The total compensation to members of the board of direc-
tors in 2020 is disclosed in note 10 to the consolidated financial
statements.

No Deviations from the Code.

12. REMUNERATION OF EXECUTIVE PERSONNEL
The board of directors prepares guidelines for the remuneration
of executive management which support Elkem's prevailing strat-
egy and values. These guidelines include the main principles for
the company’s remuneration policy and contributes to aligning
the interests of the shareholders and the executive manage-
ment. The guidelines are communicated to the annual general
meeting and the board of director's statement will be presented
in a separate appendix to the agenda for the general meeting.
Performance-related remuneration of the executive manage-
ment in the form of share options, bonus programmes or similar
are linked to value creation for shareholders or the company’s
profit over time. As at 31 December 2020, 22,767,000 options
were outstanding to members of the management and certain
other key employees, of which 7,267,000 were granted in 2018,
7,500,000 were granted in 2019 and 8,000,000 were granted
in 2020. Each option granted in 2018 gives the option holder
the right to subscribe or purchase one share in Elkem ASA at an
exercise price of NOK 38.52, which is equal to the share price
at closing on 13 September 2018. Each option granted in 2019
gives the option holder the right to subscribe or purchase one
share in Elkem ASA at an exercise price of NOK 23.53, which is
equal to the average of the share price at closing on the first 20
trading days in July 2019. Each option granted in 2020 gives
the option holder the right to subscribe or purchase one share
in Elkem ASA at an exercise price of NOK 19.10, which is equal to
the average of the share price at closing on the first 20 trading
days in July 2020. The options will vest over a period of three
years from grant with one-third vesting each year. Participants
may not in any calendar year realise a total gain on exercise of
options which is in excess of two times (four times for the CEO)
the employee's base salary.

No deviations from the Code.

13. INFORMATION AND COMMUNICATIONS

Elkem is under an obligation to continuously provide its share-
holders, Oslo Bars and the financial markets in general with
timely and precise information about the company and its opera-
tions. Relevant information is given in the form of annual reports,
quarterly reports, press releases, notices to the stock exchange
and investor presentations in accordance with what is deemed
appropriate from time to time. Elkem maintains an open and pro-
active policy for investor relations and has given regular pres-
entations in connection with annual and quarterly results. The
goal is that Elkem’s information work shall be in accordance with
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best practice at all times and all communications with sharehold-
ers shall be in compliance with the provisions of applicable laws
and regulations and in consideration of the principle of equal
treatment of the company’s shareholders.

Investor contact/investor relations (IR) activities are con-
ductedinaccordance with the IR policy and by the IR team only.
The IR team comprises the CEO, the CFO and the VP Finance
and Investor relations.

The company publishes an annual, electronic financial calen-
dar with an overview of dates for important events, such as the
annual general meeting, interim financial reports, public pres-
entations and payment of dividends, if applicable.

In addition to the board of directors’ dialogue with the com-
pany’s shareholders at general meetings, the board of directors
promotes suitable arrangements for shareholders to commu-
nicate with the company at other times. The board of directors
have delegated this task to the IR team. Elkem has held regular
investor meetings in connection with each of the quarterly pres-
entations in 2020 and participated on several investor confer-
ences. The IR team has met with investors from Oslo, London,
Frankfurt and other cities. Due to the Covid-19 pandemic, most
of these meetings and conferences have taken place on vari-
ous electronic platforms. The plan is to arrange regular investor
meetings and a capital market day when it is considered expe-
dient in order to keep the market up-to-date about the compa-
ny’s development, goals and strategies.

No deviations from the Code.

14. TAKE-OVERS

Elkem has one major shareholder controlling 58.2% of the shares
as at 31 December 2020. Elkem has not been subject to any take-
over bids in 2020.

In the event of a takeover bid, the board of directors and
executive management each have an individual responsibility
to ensure that the company’s shareholders are treated equally
and that there are no unnecessary interruptions to the compa-
ny’s business activities. The board of directors has a particular
responsibility in ensuring that the shareholders have sufficient
information and time to assess the offer.

In the event of a take-over process, the board of directors
shall abide by the principles of the Code, and also ensure that
the following take place:

B the board of directors will not seek to hinder or obstruct
any takeover offer for the company’s operations or shares
unless they have valid and particular reasons for doing so;

B the board of directors shall not exercise mandates or
pass any resolutions with the intention of obstructing
the takeover offer unless this is approved by the general
meeting following announcement of the offer;

B the board of directors shall not undertake any actions
intended to give shareholders or others an unreasonable
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advantage at the expense of other shareholders or the
company;

the board of directors shall not enter into an agreement
with any offeror that limits the company's ability to arrange
other offers for the company's shares, unless it is self-
evident that such an agreement is in the common interest
of the company and its shareholders;

the board of directors and executive management shall
not institute measures with the intention of protecting the
personal interests of its members at the expense of the
interests of the shareholders; and

the board of directors must be aware of the particular
duty it has for ensuring that the values and interests of the
shareholders are protected.

In the event of a take-over offer, the board of directors will, in
addition to complying with relevant legislation and regulations,
seek to comply with the recommendations in the Code. This
includes obtaining a valuation from an independent expert. On
this basis, the board of directors will make a recommendation
as to whether or not the shareholders should accept the offer.

A takeover process gives rise to a particular duty of care to
disclose information, where openness is an important tool for the
board of directors to ensure equal treatment of all shareholders.
The board of directors shall strive to ensure that neither inside
information about the company, nor any other information that
must be assumed to be relevant for shareholders in a bidding
process, remains unpublished.

There are no other written guidelines for procedures to be
followed in the event of a takeover offer. The company has not
found it appropriate to draw up any explicit basic principles for
Elkem’s conduct in the event of a take-over offer, other than the
actions described above.
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The board of directors otherwise concurs with what is stated in
the Code regarding this issue.

No deviations from the Code.

15. AUDITOR

The board of directors is responsible for ensuring that the board
and the audit committee are provided with sufficient insight into
the work of the auditor. In this regard, the board of directors
ensured that the auditor submitted the main features of the plan
for the audit of the company to the audit committee in 2020. Fur-
ther, the board of directors invited the auditor to participate in
the board meeting that dealt with the annual accounts. At these
meetings, the auditor (i) reports on any material changes in the
company's accounting principles and key aspects of the audit,
(i) comments on any material estimated accounting figures, and
(i) reports all material matters on which there has been disa-
greement between the auditor and the executive management
of the company.

Once a year, the board of directors reviews the company's
internal control procedures with the auditor, including weak-
nesses identified by the auditor and proposals for improvement.
In this regard, a review of the company's internal control proce-
dures with the auditor, including weaknesses identified by the
auditor and proposals for improvement, was carried out by the
board of directors in 2020.

In order to ensure the auditor's independence of the compa-
ny's executive management, the board of directors has estab-
lished guidelines in respect of the use of the auditor by the
management for services other than the audit.

No deviations from the Code.

The board of directors of Elkem ASA
Oslo, 10 March 2021
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Overview of main risk areas

Risk management is important from a corporate governance perspective and to create trust

and to enhance value creation.

Elkem’s board and management have a strong focus on risk man-
agement to ensure that the group has adequate processes in
place and an acceptable risk profile.

Management carries out a yearly risk mapping process. The
process is bottom-up, based on interviews with representatives
from all divisions and corporate support functions. The objective
is to identify the top five to ten risks for each division or func-
tion. Risks are evaluated based on likelihood, estimated finan-
cial impact and mitigating actions. The main purpose is to gain

a thorough understanding of the group’s risk profile and finan-
cial risk tolerance.

A consolidation of the main risks from all divisions and cor-
porate support functions is included in this report.

Based on internal polices and procedures as well as finan-
cial hedging programmes and global insurance programmes, it
is the board and management’s view that Elkem has adequate
risk mitigation measures in place.

29

plants

>6,800

employees

25 BNOK

operating income in 2020

Worldwide

presence

STRATEGIC RISKS INCLUDING ESG

Raw materials risks

Production and process risks Market and product risks

FINANCIAL RISKS
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Risk descriptions

Risk no Description

“Black swan” describes an event which is extremely rare and can cause catastrophic damage to an economy. It
cannot be predicted beforehand. Regardless of how strong risk management procedures companies have, it is
impossible to prepare for every scenario. In 2020, Covid-19 was such a scenario. “Black swans” demonstrates
the need for general risk preparedness and the need for proactive, professional and agile reaction to unforeseen

«Black swan» and severe incidents. It also shows the importance of generally robust financials to enable companies to endure
unexpected challenging market conditions. In 2020, Elkem has managed relatively well through Covid-19, but
the pandemic has severely impacted some of the group’s end markets.

The Covid-19 pandemic has severely impacted market conditions and peoples’ lives during 2020. The pandemic
has led to shut-downs and macro economic disruptions. As the effects of the Covid-19 pandemic is still not
over, this is deemed to constitute one of the major risks for Elkem also going into 2021. Elkem is doing is utmost
to protect the health and safety of our employees, contractors and customers and to ensure stable and good
Covid-19 operations. In addition, Elkem is working to reduce costs and cash spending wherever possible. The board and
management are monitoring the situation closely.

Elkem's sales volumes may vary depending on industry conditions and competitive environment. This is
normally considered as the main risk affecting the group’s financial performance. In 2020, Elkem'’s total
operating income was NOK 25 billion. A 10% volume reduction could potentially lead to NOK 2.5 billion lower
income. Elkem’s integrated value chain provides flexibility to change production between product groups and

Sales volume between commodities and specialties. This diversification combined with long-term customer relationships is
and product mix expected to reduce volatility over time.

The sales prices for Elkem'’s products have traditionally been volatile, depending on economic cycles and/or
market balance. In commodity markets the prices and volumes are typically closely correlated. Sales prices are
considered as one of the main risks affecting the group’s financial performance. A 10% price change on the main
commodity products is estimate to give approx. NOK 0.7 billion of EBITDA effect. Prices on speciality volumes
Sales prices have less price volatility.

Elkem is exposed to currency fluctuations on result, cash flow and equity. The group has significant sales in
EUR, USD and RMB. A 10% weakening of NOK vs USD, EUR and RMB is estimated to have an EBITDA impact

of approx. NOK 0.6 billion. The currency risk is managed centrally according to a predefined hedging policy.
Despite mitigating actions, the impact from currency fluctuations could still be significant. Currency fluctuations
Currency could also affect the group’s equity due to assets and debt in various currencies.

Large investment projects carry an inherent risk of e.g. cost overruns and delays. In addition, M&As carry risks
that an acquired entity does not deliver profit or synergies as anticipated or that due diligence processes have
failed to identify potential claims or other obligations, Such issues may impact the group’s liquidity and financing
position. Elkem seeks to mitigate risk by diligent follow-up according to Elkem’s governing documents, including

M&A and organic due diligence processes comprising professional support from legal, financial, audit and industry expertise.
projects

-
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Risk no

CORPORATE GOVERNA

Description

NCE

Regulatory and
political framework
conditions

Elkem has operations in many countries and may be exposed to changes in political leadership, financial
instability or social unrest. Regulatory and political framework conditions may also affect competitive position
and access to markets. Such risks include changes in tariffs and anti dumping duties, changes in the EU
emissions trading system and restrictions on silicones intermediates such as D4, D5 and D6 (which are listed as
substances of very high concern by The European Chemicals Agency (ECHA)). Elkem’s diverse geographical
presence is mitigating risk related to trade barriers and Elkem is working with governmental bodies and industry
organisations to promote fair and balanced industry conditions. Elkem has on-going projects and actions to
reduce residual D4, D5, and D6 in our materials.

Environment
and climate

Environment and climate risks comprise regulatory, transitional and physical risks. Elkem’s production units must
operate within environmental regulations to ensure their license to operate. Such regulations could become
stricter over time. Transitional climate risks are mainly related to factors that could impact Elkem’s operations,
e.g. available technology for reducing emissions, changes in regulations from authorities and changes in
consumer preferences. Elkem’s processes and plants are not deemed to be exposed to acute physical risks such
as flooding, drought, heat stress or wind.

Governance,
compliance
and ethics

Elkem’s global operations include countries where the risk of corruption and unethical business behaviour
is deemed as high. Such breaches could have significant financial impact, particularly related to corruption
or breach of sanctions. Such breaches also carry a significant reputational risk. Proper guidelines for ethical
conduct, training of all employees and good internal control measures are the main actions to mitigate and
prevent such incidents.

Cyber risk

Elkem'’s operations depend on extensive use of IT systems. Elkem’s digitalisation strategy could increase the
dependency on secure and well functioning IT systems. A cyber attack could cause severe disruptions to Elkem’s
operations. Good IT procedures with focus on security, training, up to date equipment and frequent software
updates are the main actions to mitigate and prevent such incidents.

"

Explosion / fire

Elkem's processes carry an inherent risk of fire, explosion and emission of chemical substances. The financial
risk is considerable, both property damage and business interruption/lost sales. Elkem has insurances in place
to cover property damage, business interruption and environmental claims. Management follows up closely to
monitor and reduce risks.
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ESG - a top priority and key strength

~JO= O
~JO= O
~JO= O
~JO= O
—Jo=JO

(0

83% 25% 77% 64%

Share of total gross Female share in the Share of sites without Employees that are
electricity consumption company. Our ambition is injuries. Our target is zero covered by collective

that is based on renewable to increase the share recordable injuries bargaining agreements. All

energy production. of women across for all plants. employees are informed

the company and in about and supported in
management positions. their ability to organise and

collectively bargain with

management.

N
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67% 20% 24% CDP Alist

Share of waste that was Share of direct Reduction in NOx Recognised for
reused and recycled. CO, emissions based on emission at Norwegian transparency and
Utilisation of by-product renewable biogenic sources smelters since baseline actions on climate
and side streams is key in Norway. The nature year of 2015. change mitigation,
to eliminate waste. of the sources makes ranking at top 5% of all
these emissions carbon companies rated.

neutral.
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ESG - highlights 2020

ENVIRONMENT

B Strong profile based on 83% renewable energy.

B Ambitious biocarbon strategy - target of 20% biocarbon share for 2020 reached.

B Announcement of investment decision of industrial pilot plant for biocarbon production in
Chicoutimi, Quebec, Canada.

B Increased focus on scope 3 emissions, with ambition to report in 2021.
Substantial reduction in NOx, SO, and dust over the past years.
Announcement of battery materials plant location at Heraya, Telemark, Norway.

SOCIAL

B High focus on health and safety with zero injury target. Total recordable injury rate for 2020
was at 2.3.

B Diversity based on global presence.

B Updated stakeholder materiality analysis in 2020, to ensure dialogue and engagement with
key stakeholders.

B Global grievance channel established in 2020 to secure input from local communities and
other stakeholders.

GOVERNANCE

B Strong focus on good corporate governance.

B New employee training programme for anti-bribery and -corruption in 2020.

B Whistle-blower programme in all main languages rolled out

B Heightened focus on ESG throughout the group

B A global supply chain management system, including supplier pre-qualification has been
developed and will be rolled out in 2021.

B Decision to implement the TCFD framework as a part of the risk management process,

with reporting set for 2021.
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Sustainability in Elkem 2020

2020 marked several important milestones for Elkem, but was also dominated by the
extraordinary situation of the global pandemic, affecting all parts of society. The long-term
implications of Covid-19 are yet to be fully understood, but Elkem’s ambitions for a sustainable
development has not changed. We now have 10 years to fulfil the commitments in the 2030
Agenda of the United Nations Sustainable Development Goals.

MISSION

Elkem’s mission is to contribute to a sustainable future by pro-
viding advanced silicon, silicones and carbon solutions, adding
value to stakeholders globally. It is our belief that companies
that act responsibly and create value by securing sustainable
economic growth with a limited environmental footprint will be
successful in the long term.

COMMITMENTS

Elkem is committed to conduct business in support of the United
Nations Sustainable Development Goals (SDGs) and the Paris
Agreement ambitions. As a member of the United Nations Global
Compact, Elkem aims to ensure that our business is aligned with
the ten UN Global Compact principles. Elkem is committed to
following the United Nations Guiding Principles on Business and
Human Rights and have made available an updated UK Modern
Slavery Act statement.
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Elkem adheres to the principles of “the Norwegian Code of Prac-
tice for Corporate Governance” issued by the Norwegian Corporate
Governance Board (“NUES” or the “Code”). The objective of this
Code is that companies listed on regulated markets in Norway will
practice corporate governance that regulates the division of roles
between shareholders, the board of directors and executive man-
agement more comprehensively than is required by legislation.

Elkem is a signatory to the Responsible Care Global Char-
ter, the chemical industry’s global initiative to drive continuous
improvement in environment, health, safety and security perfor-
mance. Membership entails a commitment to managing chem-
icals safely throughout their life cycle.

Elkem is committed to comply with international regulatory
requirements and provides safety data sheets (SDS) for all its
products in accordance with the UN Globally Harmonized Sys-
tem of Classification and Labelling of Chemicals (GHS) or its
national implementations.


https://www.elkem.com/globalassets/corporate/documents/modern-slavery-act-statement-2021.pdf
https://www.elkem.com/globalassets/corporate/documents/modern-slavery-act-statement-2021.pdf
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Opportunities and challenges - Elkem value chain

For Elkem, increased attention on sustainability in society is a
great opportunity. Elkem’s products are critical input factors to
a vast number of applications that are necessary in sustainable
solutions such as renewable energy, energy storage, mobility
solutions, infrastructure improvements, digitalisation and health
care. The increasing demand for low-carbon technologies and
products such as solar panels, batteries and electrical vehicles
will therefore increase demand for several of Elkem’s product
segment within silicones, silicon and ferro-alloys.

We are simultaneously engaging actively to reduce the envi-
ronmental impact from our own production processes to create
the materials necessary to a enable a sustainable future.

OPPORTUNITIES
AND STRENGTHS

VALUE CHAIN

Raw materials

Carbon material (coal) required for
smelting processes

Limited sustainable biocarbon available

Land use for quartz mining and
biocarbon production

CHALLENGES
WEAKNESSES

Compliance
Ethical business standard
Human rights
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Climate change mitigation
Environmental management
Health and safety

MATERIAL
TOPICS

Carbon capture storage and utilisation
Strong product stewardship
Improve safety through automation

Production and processes

The financial sector is, together with other stakeholders, put-
ting more emphasis on the financial risks related to insufficient
sustainability initiatives and the expectations for non-financial
disclosure are increasing. The accelerating need to understand
the risks, opportunities and challenges, in non-financial reporting
has influenced Elkem’s sustainability work and reporting in 2020.
Environmental, Social and Governance (ESG) related factors are
becoming increasingly important for investment decisions and
has become an important acronym in 2020. Elkem’s ESG report
underlines the efforts of the company to coordinate, manage
and report on ESG. The report highlights the way sustainabil-
ity is integrated in the company and has been prepared in the
chapters Environmental, Social and Governance, and according
to our materiality analysis.

* 83% electricity from renewable sources + Potential for further energy efficiency « Carbon footprint in value chain vs.
+ Increase share of biocarbon and and recovery competition

biochemicals * Product development e.g. Polycyclic * Products enabling reduced GHG
« Potentially benefitting from stronger aromatic hydrocarbon (PAH) free emissions

environmental and social standards products « Increasing end-products’ durability

.

Replacing oil-based plastics and raw
materials

Markets and end products

CO, emissions and CO, prices « Continuous tightening of
NOx, SO,, dust and PAH emissions
Water management

Hazardous waste and landfill
Chemical safety

environmental regulations

Cyclics (D4, D5 and D6) listed as
substances of very high concern

* Chemical reputation

Regulatory and political changes
Digitalisation

Innovation and Research and Development
Competitive position and financial strength

.

Water and waste management
Labour rights
Governance and risk management
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SUSTAINABILITY ACHIEVEMENTS AND REPORTING

In 2020 Elkem secured the gold rating for the second time from
Ecovadis, a business sustainability rating, putting the company
at the top 5% of the more than 65,000 rated companies. In 2020
Elkem achieved its first A rating from CDP, which recognised the
company’s efforts on transparency and action on climate change
mitigation. For 2021, Elkem has decided to include reporting on
CDP Water security, in addition to the reporting on CDP Climate.

To better understand the implications of climate change,
Elkem decided to integrate the framework of the Task Force on
Climate-related Disclosure (TCFD) in our risk management sys-
tem and governance of climate related risks in 2020. The frame-
work will be implemented in 2021.

In 2019 Elkem began a journey to improve the communica-
tion and reporting on sustainability. In addition to meet the three
defined reporting targets, efforts have been made to improve
our overall transparency and reporting. The ESG report has been
prepared in accordance with the GRI Standards: Core option.

56
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Integrate the Sus- 2019-2020 Achieved. Elkem

tainable Development reports on three UN

Goals (SDGs) into the SDG and sub-goals

report and consider in 2020.

reporting on selected

targets.

Consider reporting to 2020 Achieved. Elkem

the Carbon Disclosure reported on CDP

Project (CDP). Climate in 2020 -
was awarded a place
on the A list.

Consider reportingon  2020-2021 TCFD approved as

climate risk in
alignment with Task
Force on Climate-
related Financial
Disclosure (TCFD).

a strategic tool for
climate risk manage-
ment. Independent
report will be
prepared in 2021.

Elkem’s values
form our business
conduct

Our dedicated employees base
their work on involvement,
respect, precision, and continuous
improvement.

Involvement ensures that people are committed
and close to the decision that affect their work.
Respect is about being fair, open and honest,
and appreciating diversity.

Precision expresses itself through our work to
develop and follow standards of best practice,
ethical business, and safe and stable production.
Continuous improvements mean to always
look for improvement potential in all parts of the
organisation to reduce our footprint and increase
our positive impact on the society around us.
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STAKEHOLDER ENGAGEMENT

Our stakeholder dialogue is based on respect for individuals,
society and the environment. Maintaining contact with the var-
jious stakeholders helps Elkem understand the role we play in
local communities and society as a whole, as well as building
long term, mutual trust. Based on internal surveys, Elkem’s key
stakeholders have been identified by the illustration below:

Political
authorities

Civil
society

Q9O

Investors and
shareholders

/Y
Regulatory
authorities

A
Customers and
suppliers

Employees
and unions

Inthe table on page 58 you'll find examples of typical stakeholder
dialogue and what issues our stakeholders find most important.
The table is based on the input given in our annual internal stake-
holder survey, sent to our plant and line managers.

Elkem achieved
an A rating
from CDP in 2020,
for climate action and

transparency.

Read more at

ESG REPORT - INTRODUCTION
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TYPICAL DIALOGUE AND TOPICS OF INTEREST

Stakeholder Type of dialogue

Main topics of interest

Employees * Regular meetings - digital and on site » Proper and safe working environment
« Email/phone dialogue * Right EHS competence
« Shift meetings + Personal and professional development/ right competence
* Annual meetings (EHS days) + Job satisfaction/ involvement
« Joint meetings for all (town hall) » Fair wages, benefits, welfare
* Employee satisfaction survey + Work-life balance
* Personal development conversations, training « Staffing/ Turn over
« Family day/visits at plant « Support system (HR)
* Project management » Transparent, trust based and secure communication and information
+ Stable/safe jobs
» Cultural changes and differences
Corporate « Monthly/regular meetings « Efficiency and improvement
management * Workshops + Process under control
team « Phone / email dialogue » Safety performance
« Internal board meetings * Deliver projects on time, quality and budget
* Reporting and plant review + Cost efficiency and profitability
* Steering committees + Continuous improvement programmes
 Strategy sessions + Organisational challenges and development
+ Competitiveness
» Reach strategy goals
* Innovation, new business and new product development
Customers * Regular meetings - digital and on site » Quality and stability of products

and suppliers

Email/phone dialogue

Webinars /seminar
Conferences/ trade shows

Visits at plant and visit customers
Audits

Quality review

Technical meetings

Customer survey

Reporting

Reliability, confidentiality
Service

Delivery on time / predictability
Right price / payment on time
Smooth administration
Knowledge sharing

Trust and compliance

Strong on sustainability
Financial performance
Innovation

Regulatory compliance
Business ethics

Civil society « Community /social events * Environmental issues
and local * Sponsorships « Political conditions
community « Informal dialogue + Plant safety
* EHS days « Emergency response plan
+ Long term presence
Local, * Regular meetings « Development and regulation plan
national and « Planned and unplanned inspections/audits * Regulatory compliance and transparency
international « Conferences and informal meeting places « Safety/EHS
authorities - * Reporting « Environment and resource management
political and « Sustainability / CSR
regulatory « Active community and long-term presence
« Social activities
« Safe and responsible employer
* Investments for future
Unions * Monthly meetings * Working conditions
* Labour committee « Contract/tariff negotiations
« Environmental issues
 Positive communication
Investors and * Regular meetings « Value creation

shareholders
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Conferences / webinar
Presentations and reports

Operational performance
Sustainability/ ESG performance
Financial opportunities

Strategy development

Future business development
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Materiality assessment

In 2020, Elkem conducted an updated comprehensive analysis
of external and internal stakeholders that are either impacted by
the company’s operations, or whom, in different ways, have an
impact on the company. The previous analysis was conducted
in 2018.

The stakeholder engagement process and materiality assess-
ment were done in alignment with the framework of the Global
Reporting Initiative (GRI) and was conducted by third-party advi-
sors to ensure objectivity during the analyses. The assessment
included four steps:

1. Issue identification through an extensive benchmarking of
Elkem’s peers.

2. Issue prioritisation based on quantitative and qualitative
stakeholder dialogue.

3. Internal stakeholder engagement to review, refine and
approve the material topics.

4. Disclose outcomes, targets, and material objectives in our
external communication.

The assessment included interviews with our external and inter-
nal stakeholders, followed up by a survey to quantify results.
Included in the analysis was the following stakeholders: inves-
tors, board members, employees, local and national author-
ities, banks, local community and organisations, unions and
customers. For a detailed overview of Elkem’s stakeholders,

ELKEM - MATERIALITY MATRIX

VERY
HIGH

Sustainable product innovation

ESG REPORT - INTRODUCTION

type of dialogue and issues of interest, please see the table on
the opposite page.

The results from the stakeholder dialogue have given Elkem
valuable insight into which economic, social, governance and
environmental topics that we impact in our operations that
should be prioritised based on stakeholder importance.

The identified material topics maps Elkem’s operational
impact, our stakeholder importance and our ESG strategy devel-
opment.

Compliance is not represented in the updated materiality
matrix as compliance is integrated in all of Elkem’s business areas
and will continuously be material to Elkem. Being compliant is
the fundamental baseline for all of Elkem’s activities and relates
to all material topics covered in the report. Compliance is cov-
ered in the Governance chapter on page 90, and is a recurring
topic throughout the report.

The world of sustainability is changing, and the list of mate-
rial topics from Elkem’s stakeholders has also evolved since 2018
The main changes from the 2018 assessment are that climate
change mitigation and labour rights are given the highest pri-
ority. Anti-corruption and anti-competitive behaviour are still
considered as important topics to Elkem, but they are no longer
considered as the most material topics.

The new materiality matrix has been evaluated by the ESG
Steering Committee and approved by the Board of Elkem.

Environmental management!'
Climate change mitigation?

Anti-competition
Anti-cor