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Orkla Introduction to Orkla

Our corporate responsibility in
yet another year of pandemic

After yet another year of pandemic, | am proud of how
we, as a business of critical importance to society in
several countries, have managed to keep our wheels
in motion. Most of all, | am impressed by our 21 400
employees, who have dealt with a situation that has at
times been highly demanding for society as a whole.

RBA

Jaan Ivar Semlitsch
President and CEO
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Introduction to Orkla

Just as we are coming out of the pandemic, war breaks out in Europe.
Russia’s invasion of Ukraine has major consequences. The war has cost the
lives of many people and caused inconceivable suffering. Orkla has deemed
it necessary to cease its operations in Russia, and we have stopped imports
and exports related to Russia and Belarus.

Our paramount priorities remain the same as at the start of the pandemic:

protecting our employees and preventing infection
ensuring the flow of goods in all markets
maintaining a good cash flow and a strong balance sheet

Our delivery performance has averaged 97 per cent throughout 2021,
which | find very satisfactory.

| like the fact that we have good stretch goals in Orkla. One area important to
me is ensuring that everyone has equal opportunities, regardless of gender,
social background, etc. At Orkla today, 42 per cent of our leadership posi-
tions are filled by women. This might be a good statistic in many contexts,
but it’s not good enough for us. Our goal is 50 per cent.

We continued to be active on the acquisition front in 2021. Among our larger
acquisitions, | want to emphasise NutraQ, New York Pizza and Eastern, all
of which are helping to further strengthen our position. NutraQ represents a
new business model for us, with digital sales directly to consumers.

We are thereby learning a great deal that | want us to use to our benefit in
more areas of Orkla. New York Pizza is an exciting extension of our pizza
franchise business in Finland. Our goal is to become a leading operator

— Contents

in Europe, and we have taken important steps towards this objective by
making several acquisitions in Germany as well. With the acquisition of
Eastern, Orkla will have a strengthened, solid platform for further growth
in the Indian market.

We have extended our partnership with the Norwegian Women’s Public
Health Association (Norske Kvinners Sanitetsforening - NKS) for another
two years to the end of 2023. A focus of particular importance in our
continued collaboration is helping vulnerable families with children. Unfor-
tunately, after almost two years of pandemic, this target group is still just
as relevant. So it is good to see that, through our excellent cooperation with
NKS’s various local branches, we are able to reach those in greatest need
of assistance with our useful, fun and enjoyable products. In India, through
our wholly-owned subsidiary MTR, we have provided donations for medical
equipment and local health services, and have distributed ready-to-eat
meals and drinks during the pandemic.

We held our Capital Markets Day on 23 November 2021, where we presented
both our financial and our sustainability goals for the next three years. A
main message from this event is that we have ambitions of substantially
stepping up our profitable organic growth. Another area worth mentioning

is the company’s digital development. Digitalisation plays an increasingly
important role in every part of the value chain. It is therefore good to see that
we are making real headway in this process, and we also see exciting oppor-
tunities in the future.

We at Orkla are committed to creating sustainable growth, and we have
come a long way towards making sustainability work an integral part of

Annual Report 2021
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our business plans, decision-making processes and day-to-day operations.
We are a member of the UN Global Compact and have worked resolutely
for many years to protect people and the environment throughout the
value chain. For us as a manufacturer of food and other consumer goods,
UN Sustainable Development Goal 12 - responsible consumption and
production - forms the very core of our sustainability work.

We work purposefully to ensure that Orkla products contribute to increas-
ingly sustainable consumption, and in 2021 have made good progress in
our efforts to reduce greenhouse gas emissions, promote sustainable raw
material production and increase recycling of packaging waste. To inspire
consumers to make climate-smart choices, we introduced climate impact
labelling on a large number of products in 2021, under brands such as
TORO, Vitana, Felix, Paulins and NATURLI’®,

| am glad to see that our companies carried out a range of sustainability-
related growth initiatives in 2021. An exciting innovation launched this past
autumn is our unique refill carton for Klar cleaning products. As the very first
in our industry to do so, we have switched from using plastic to cardboard.
This is a unique solution that effectively meets the desire of many consumers
to contribute to more sustainable consumption. | look forward to seeing
more such solutions in the future.

In order to be adequately prepared for the opportunities that lie ahead, we
established two new companies in 2021. One of them is Orkla Ocean, which
we started because we see that the ocean’s vegetables — seaweed - can

be used as an ingredient that is both tasty and healthy in several of our

products. The other company is Orkla Alternative Proteins, where we aim
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to achieve a turnover of NOK 3 billion in plant-based food over a four-year
period. We will attain this target through organic growth, but possibly also
through acquisitions.

We are proud that our sustainability work is being noticed. In 2021, Orkla
was again included in the Dow Jones Sustainability Index Europe, and we
won Grgnt Punkt Norge’s Plastic Pledge award for our efforts to increase use
of recycled plastic. In Latvia, the Everest, Gutta and Adazu brands were all
ranked among the “Top 50 greenest brands” in a survey carried out by the
Baltic Brand Forum.

| look forward to our continued progress and to exploring all the opportu-
nities that lie before us. We will live up to our values of being brave, inspiring
and trustworthy by offering strong and sustainable brands everywhere we
are present.

— Contents
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Goals and strategy

Long-term, sustainable value creation

Our goal at Orkla is to strengthen our position as a leading supplier of
branded goods in our core markets. In this way, we will achieve long-term
value creation and profitable growth. We want to contribute positively to our
customers, consumers, partners, employees and shareholders, and to the
communities we are a part of. Focus on sustainable value creation therefore
permeates all our activities.

We always put our customers and consumers first and work resolutely and
continuously to understand their desires and needs. This is pivotal to our

— Contents

efforts to live up to our mission of “Improving everyday life with sustainable
and enjoyable local brands”.

Winning locally

Orkla has a solid foundation consisting of strong brands with deep local
roots, combined with unique, local customer and consumer insight. We create
organic growth by translating this unique insight into innovations and solutions
that meet customer and consumer demands. We continuously invest in our
brands and in enhancing our expertise to ensure that we can continue to win
at the local level. The combination of our in-depth insight and local presence
is our greatest competitive advantage, both locally and globally.

We constantly strive to improve our profitability by simplifying and ration-
alising operations throughout our value chain. We will leverage economies
of scale, reduce portfolio complexity, create cross-group synergies and use
technology and automation to optimise production and our business.

Adaptable in a changing world
In a world of rapid change, we must change quickly in order to continue to
win in our markets. We do this by concentrating on three priority areas:

We must continue to understand consumer needs in an increasingly digital
world, and offer new, innovative solutions that meet their expectations.
We must focus purposefully on sustainability to promote sustainable
production and consumption. This means choosing sustainable raw
materials and packaging, reducing food waste and minimising the overall
climate footprint of our products.
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We must continue to be a preferred partner in everything we do, through Strategic acquisitions will continue to be a key element of Orkla’s growth
trust-based, long-term partnerships. strategy and value creation model, and a source of renewal and capa-

bility building. Through acquisitions, we aim to strengthen our activities

Investing in the future in selected geographical areas, channels or categories where we can win

Orkla works steadfastly to find new ways of creating value. We invest in leading positions based on Orkla’s core competencies. We will exploit

the future to ensure that we offer what consumers want, where they want synergies across the Group by effectively integrating acquired companies.

it. Tomorrow’s Orkla will be stronger and will continue to contribute to the

betterment of the communities we are a part of. Our future growth will

primarily derive from four focus areas:

Orkla’s financial goals for 2022-2024

We aim to enter new, fast-growing markets. When we enter new
geographical areas, we will compete in categories that we already know
well. We will concentrate on three geographical areas: the Nordics and
Baltics, Central and Eastern Europe and South Asia.
We will increase our investments in plant-based products based on
established positions.
We will continue to work systematically to develop health-related products
and solutions.
We want to strengthen our positions in the growing Out of Home
channel, which includes bakeries, restaurants, canteens and food service
businesses.

Annual organic turnover growth of at least 2.5 per cent
- 4 - 6 per cent annual growth in EBIT (adj.)

Acquisition strategy

We consider it important to have a dynamic portfolio and an objective view
of our assets. Over time, we effectively adjust our portfolio to increase
long-term value creation and reduce complexity.
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A leading supplier of
strong branded products

Orkla is a leading branded goods company with strong
market positions based on local consumer insight and
a sustainable business model.

Our strategic goal is to strengthen our position as a leading branded goods
company in the Nordics, Baltics, Central Europe, India and other selected
markets. We will maintain our strong local presence and competitiveness,
while achieving long-term value creation and profitable growth in the group.
Our ambition is to become a sustainability leader in our home markets,

and sustainable innovations grounded in our unique local customer and
consumer insight is one of our primary growth drivers. Growth in plant-
based products is a key objective of our focus on sustainability.

At Orkla we work systematically to ensure a more sustainable value chain
in order to develop healthier, more sustainable products that promote public
health and have a smaller environmental footprint.

Orkla ASA is listed on the Oslo Stock Exchange and its headquarters is in Oslo.

Vision, values and mission

Orkla’s vision is to be “your friend in everyday life”. This vision is
underpinned by the values “brave”, “trustworthy” and “inspiring”.
Orkla’s mission is to improve everyday life with local, sustainable

and enjoyable local brands.
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Leading positions in
selected markets

Leading supplier of branded goods and concept solutions
Orkla is the leading branded goods company in the Nordics, Baltics and
selected markets in Central Europe and India.

Unique customer and consumer insight
Orkla is well-known for its branded goods that hold No. 1 or strong

No. 2 positions.

Orkla products are sold in over 100 countries.

Orkla’s ten largest categories

- Snacks
Ready meals

- Confectionery

- Sauces and flavourings
Personal hygiene

Dietary supplements and Omega-3
Bread toppings
Pizza

- Wash and cleaning

Biscuits

Key figures

Operating revenues EBIT (adj.) margin Number of employees
NOK 50.4 billion 12.2% 21423

EBIT (adj].) Earnings per share

NOK 6.1 billion NOK 4.82

Sales revenues by geographical region*

® Norway

Nordics, excl. Norway
@® Baltics

Rest of Europe
® Rest of world

* Excluding internal sales and other operating revenues

— Contents

Share
26%
41%
4%
24%
5%
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Business areas

in Orkla

Branded Consumer Goods incl. Headquarters

Operating revenues Organic growth

NOK 49.2 billion 4.3%

Our business areas
NOK billion

18 760

247

Foods

*On a100% basis.

Number of
employees
21369

7 337

1113

Confectionery & Snacks

EBIT (adj.)
NOK 5.4 billion

7 389

Care

1066

EBIT (adj.) margin

1%

12 012

Food Ingredients

— Contents
EBIT (adj.) growth  EBIT (adj.)
-0.1% margin growth
-70 bps
Il Operating EBIT (adj.)
revenues
4205

646 498

Consumer Investments
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Orkla Foods

Orkla Foods is our largest business area, accounting
for 37 per cent of our operating revenues.

Orkla Foods offers well-known local branded products to consumers in the
Nordics, Baltics, Central Europe and India. The business area holds leading
market positions in a number of categories, including frozen pizza, ketchup,
soups, sauces, bread toppings and ready-to-eat meals. Plant-based and
sustainable products from the NATURLI’® and Anamma brands account for

a steadily growing percentage of our turnover. The products are primarily
sold through the grocery channel, but Orkla Foods also holds strong positions in
food service, convenience stores and petrol stations. Its many widely known
brands include Grandiosa, TORO, Stabburet, Fun Light, Felix, Pauluns, Abba,
Kalles, Beauvais, Den Gamle Fabrik, Spilva, Vitana, MTR and Eastern.

Key figures

Operating revenues EBIT (adj.) growth Number of employees
NOK 18.8 billion -6.4% 10 256

Organic growth EBIT (adj.) margin

1.8% 13.2%

EBIT (adj].) EBIT (adj.) margin growth

NOK 2.5 billion -120 bps

— Contents

Sales revenues by geographical region*

Share

® Norway 26%
Nordics excl. Norway 40%

® Baltics 3%
Rest of Europe 20%

® Rest of world 11%

* Excluding intercompany sales and other operating revenues
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Orkla Confectionery
& Snacks

Orkla Confectionery & Snacks’ turnover accounts for
15 per cent of our operating revenues.

Orkla Confectionery & Snacks holds strong number one and number two
positions in the confectionery, biscuit and snacks categories, with well-
known local brands and tastes that delight consumers in the Nordic and
Baltic countries. Its many widely known brands include KiMs, Nidar, Stratos,
Saetre, Goteborgs Kex, OLW, Panda, Laima, Selga, Taffel, Kalev and Nai Sirius.

Key figures

Operating revenues EBIT (adj.) growth Number of employees
NOK 7.3 billion -7.5% 3115

Organic growth EBIT (adj.) margin

3.4% 15.2%

EBIT (adj.) EBIT (adj.) margin growth

NOK 1.1 billion -160 bps

— Contents

Sales revenues by geographical region*

Share

® Norway 30%
Nordics excl. Norway 49%

® Baltics 15%
Rest of Europe 5%

® Rest of world 1%

* Excluding intercompany sales and other operating revenues
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Orkla Care

Orkla Care represents 15 per cent of our

operating revenues. Sales revenues by geographical region*

Orkla Care has home markets in the Nordics, Baltics, Poland and Spain, in
addition to exporting a substantial share of its volumes to outside markets.
Its largest business units are Orkla Home & Personal Care, which holds
leading positions in the personal care and cleaning products segments,
and Orkla Health, which has strong dietary supplement, sports nutrition
and weight control brands. Through Orkla Wound Care, Orkla Care also
holds market-leading positions in wound care and first aid equipment in
several European countries. HSNG runs the Gymgrossisten, Bodystore and
Fitnessmarket e-commerce portals, and is the largest e-commerce operator
in the Nordic region in health and sports nutrition. Well-known brands
include Zalo, Jif, Bliw, Grumme, Blenda, Define, Mdller’s, Collett, Nutrilett,
Maxim, Norgesplaster and Salvequick.

Share

Key figures ® Norway 33%

Nordics excl. Norway 43%
Operating revenues EBIT (adj.) growth Number of employees ® Baltics 1%
NOK 7.4 billion +4.6% 2219 el BT 16%
Organic growth EBIT (adj.) margin ® Rest of world 7%
2.3% 14.4%

* Excluding intercompany sales and other operating revenues

EBIT (adj.) EBIT (adj.) margin growth
NOK 1.1 billion -40 bps
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Orkla Food Ingredients

Orkla Food Ingredients accounts for 24 per cent of our
operating revenues.

Orkla Food Ingredients is the leading supplier of bakery and ice cream ingre-
dients in the Nordics and Baltics, and holds growing positions in selected
countries in Europe. The business area manufactures, sells and distributes
ingredients and products to the bakery and ice cream market, as well as
products in plant-based categories, in 23 countries. Around 60 per cent of
sales are made through the Out of Home channel, and around 20 per cent
are direct-to-consumer sales under well-known brands such as Odense,
Mors Hjemmebakte, Krondast, Bakkedal and NATURLI’®. The remaining

20 per cent are sales to industrial producers which chiefly manufacture

and supply goods to the grocery channel. Orkla Food Ingredients’ operating
margin is lower than that of Branded Consumer Goods’ other business areas,
due to the fact that a major share of its sales consists of raw materials and
sales to industrial customers.

Key figures

Operating revenues EBIT (adj.) growth Number of employees
NOK 12.0 billion +29.2% 4 071

Organic growth EBIT (adj.) margin

10.4% 5.4%

EBIT (adj].) EBIT (adj.) margin growth

NOK 0.6 billion 70 bps

Sales revenues by geographical region*

® Norway

Nordics excl. Norway
® Baltics

Rest of Europe
® Rest of world

* Excluding intercompany sales and other operating revenues

— Contents

Share
10%
39%
3%
46%
1%

Annual Report 2021



Orkla Introduction to Orkla — Contents

Orkla Consumer &
Financial Investments

The Orkla Consumer & Financial Investments business

area consists of two areas: : -
Sales revenues by geographical region

Orkla Consumer Investments

Orkla Consumer Investments is part of the Branded Consumer Goods area
and accounts for 8 per cent of our operating revenues. Orkla Consumer
Investments comprises the business units Orkla House Care, which holds
leading positions in the painting tool market, Lilleborg, with professional
cleaning products, and Pierre Robert Group, a supplier of basic and wool
garments for men, women and children. Orkla Consumer Investments also
comprises franchised pizza sales outlets through Kotipizza Group and
New York Pizza.

Share
. o

Key figures - Orkla Consumer Investments ® Norway 31%

Nordics excl. Norway 40%
Operating revenues EBIT (adj.) growth Number of employees ® Baltics 0%

- o
NOK 4.2 billion +23.3% 1382 Rest of Europe 28%
Organic growth EBIT (adj.) margin ® Rest of world 1%
4.8% 11.8%
* Excluding intercompany sales and other operating revenues

EBIT (adj.) EBIT (adj.) margin growth
NOK 0.5 billion +130 bps
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Industrial & Financial Investments

Orkla has some investments outside its Branded Consumer Goods business
which are organised under Industrial & Financial Investments. This area
comprises our associate Jotun, in which we have a 42.6 per cent ownership
interest and the consolidated businesses Hydro Power, Orkla Eiendom

(real estate) and Orkla Ventures.

Jotun

Jotun is one of the leading global manufacturers of paint and powder
coatings. Jotun’s worldwide activities consist of the development,
production, marketing and sale of a variety of paint systems, and are
organised in the four segments Decorative Paints, Marine Coatings,
Protective Coatings and Powder Coatings.

The company’s main markets are the Middle East, India, Africa, Northeast
Asia, Southeast Asia and Scandinavia, and Jotun is represented in over 100
countries. Jotun is accounted for using the equity method and presented on
the line “Profit/loss from associates and joint ventures” in the consolidated
financial statements.

Hydro Power

Hydro Power consists of Orkla’s wholly-owned power plants in Sarpefossen
and an 85 per cent interest in the Saudefaldene power company. The Sauda
power operations are regulated by a lease with Statkraft that will run until

31 December 2030. Hydro Power generates and supplies electricity to the
Nordic power market, and produces an average annual volume (2012-2021)
totalling 2.5 TWh, of which around 1 TWh is a fixed delivery commitment with
a zero net effect on profit.

Jotun Il Operating
revenues

NOK billion
25

20 —

15

10 —

2019 2020

Hydro Power

TWh

2019 2020

1 Operating profit before other income and expenses

2021

TWh

2021

Contents

— EBIT

NOK billion

4

—— EBIT (ad].)’

NOK billion

800
700
600
500
400
300
200
100
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Orkla Eiendom

Orkla Eiendom (real estate) is concentrated on investment in and the
development and sale of properties primarily related to Orkla’s activities.

It also manages our headquarters, which were completed in February 2019.
In addition, Orkla Eiendom meets the Group’s needs for specialised expertise
in the real estate sector. As at 31 December 2021, Orkla’s real estate invest-
ments had a book value of NOK 1.9 billion.

Orkla Ventures

In 2017, we established Orkla Ventures to reach out to a growing universe
of entrepreneurial businesses and start-up companies. Orkla Ventures
seeks to invest in technology, concepts and business models that might
be relevant for Orkla’s businesses. Besides offering risk capital, Orkla as
a group provides both expertise and collaboration in relevant parts of the
value chain.

— Contents

Financial Investments I Book value Orkla Ventures
Book value real estate

NOK billion

4 _

3 |

2 1 _

l 1

0 _
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Board of Directors’
Report

Under the continuing impact of the coronavirus pandemic
(COVID-19) in 2021, our paramount priority has been to
protect the health and safety of our employees, secure
the flow of goods in all our markets, and maintain a good
cash flow and a strong balance sheet. In 2021 Orkla also
focused on sustainable growth and long-term value crea-
tion by concentrating on good profitability. The Group has
strengthened its position as a leading branded consumer
goods company through the acquisition of strategically
important companies, several of which operate in sales
channels outside the traditional grocery channel.

All alternative performance measures (APM) are presented on page 349.
Figures in parentheses refer to the corresponding period of the previous year.
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Operations 2021

Orkla increased turnover by 7.0 per cent in 2021 as a result
of organic growth in the Branded Consumer Goods busi-
ness and contributions from acquired companies, as well
as higher revenues from Hydro Power. The Group’s EBIT
(adj.) growth in 2021 was 11.9 per cent, driven primarily by
acquisitions and strong profit growth for Hydro Power due
to a strong increase in power prices in Norway in 2021.
Operating profit rose by 26 per cent in 2021.

Branded Consumer Goods achieved organic growth of 4.3 per cent in 2021.
The COVID-19 pandemic continued to impact on Orkla in 2021, and the
situation has at times been challenging for several Orkla companies. In the
second half of 2021, society reopened in several of Orkla’s markets, resulting
in a boost in the level of activity in the Out of Home sector, combined with
continued good growth in the grocery channel. Sales improved for all Orkla’s
business areas in 2021, with particularly good improvement for Orkla Food
Ingredients which was positively affected by higher Out of Home activity
after long periods of lockdown in 2020 due to the pandemic. Branded
Consumer Goods incl. Headquarters saw a slight decline of -0.1 per cent in
EBIT (adj].), year over year, as a result of increased costs and higher adver-
tising spend, as well as negative currency translation effects, partly counter-
acted by positive contributions from acquired companies.

In 2020 Orkla launched a new internal aspiration statement, “Aspirations
20307, for the period up until 2030. The aspiration statement was

Sales revenues by business area

Area
® Orkla Foods

Orkla Confectionery & Snacks
® Orkla Care

Orkla Food Ingredients
® Orkla Consumer Investments

Industrial & Financial Investments

— Contents

Share
37%
14%
14%
24%

8%

3%
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launched externally on Orkla’s Capital Markets Day in November 2021,

with clearly defined targets for the coming strategy period. The top three
priority approaches in Orkla’s aspiration statement are “Winning locally”,
“Embracing change” and “Building tomorrow”. During the year, there was
emphasis on strengthening Orkla’s existing brand portfolio. To consolidate
its position as a leading branded consumer goods group, Orkla has worked
to revitalise its current brand portfolio, strengthen its market positions and
support well-established brands with innovations in response to trends and
consumer needs. In addition, Orkla has made targeted efforts to promote
sustainability, focusing on both sustainable production and sustainable
consumption. The development of plant-based, environmentally friendly
products was an important aspect of innovation work in 2021 and will remain
a key platform in the future. NATURLI’® and Felix Veggie are examples of
plant-based brands that have launched a number of new products in 2021.
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Description of
structural changes

Throughout 2021, the Group continued to maintain strong
focus on structural growth aimed at strengthening Orkla’s
position as a leading branded consumer goods company.
In addition, the Group clearly defined some growth areas,
and much of the structural growth in 2021 has stemmed
from these areas. The priority areas are 1) Plant-based,

2) Consumer Health and 3) Out of Home. Orkla’s target

is to achieve turnover of NOK 3 billion from plant-based
products in 2025. Orkla further targets 50 per cent
growth in sales of consumer health products by the end
of 2025, and has a goal of becoming a European leader
for pizza franchises. In addition, the Indian market is a
geographically prioritised growth area for Orkla.

Orkla Foods

In the third quarter of 2020, Orkla entered into an agreement to acquire 67.8
per cent of the shares in the food and spice company Eastern Condiments
Private Limited (“Eastern”) in India. The acquisition was completed in March
2021. Eastern will be merged into the Orkla-owned company MTR Foods
Private Limited, and Orkla will have an ownership interest of 90.01 per cent

in the new company. This transaction will give Orkla a stronger, solid platform
for further growth in the Indian food market.

In March 2021, Orkla Foods acquired 80 per cent of the shares in the Finnish
company Seagood Oy Fort Deli (“Fort Deli”). Fort Deli holds a strong position

— Contents

in the Finnish HoOReCa market and is an established supplier of frozen
products, sauces and condiments in Finland. This acquisition strengthens
Orkla’s position in one of its home markets, and increases its exposure to the
food service and Out of Home market.

Orkla Confectionery & Snacks

In May 2021, Orkla purchased the Icelandic company N&i Sirius HF (“N&i
Sirius”), which is the leading manufacturer of chocolates and confectionery
in Iceland. Néi Sirius holds a unique position in Iceland and is thus a good fit
for Orkla’s portfolio of leading brands. Orkla has held a 20 per cent minority
shareholding in the company since August 2019.

Orkla Care

In February 2021, Orkla entered into an agreement to purchase 100 per cent
of the shares in NutraQ 2 AS (“NutraQ”), a leading supplier of subscription-
based health and beauty products in the Nordic region. NutraQ is behind
the two well-known health and beauty concepts VitaePro and Oslo Skin
Lab. NutraQ also owns the Maxulin dietary supplement brand, the Provexin
hair treatment product and the Vesteralens Naturprodukter brand that
offers Omega-3 products. NutraQ was established in Norway in 2002 and
has since also established operations in Denmark, Finland and Sweden.
This acquisition, which was completed in June 2021, enables Orkla to
strengthen its position in a growing health market and gives it access to a
new business model based on subscriptions for products distributed directly
to consumers.

In January 2021, Orkla purchased the remaining 83.3 per cent of shares in
Proteinfabrikken AS, in which Orkla already owned a 16.7 per cent minority
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shareholding since 2014. Proteinfabrikken sells a broad range of proprietary
sports nutrition products and distributes a number of other brands and
products in the sports nutrition, food and fitness equipment categories.

In January 2022, Orkla purchased 95 per cent of the shares in Vesteralen
Marine Olje AS. The company has been an important supplier of raw
materials for Méller’s Tran cod liver oil and is thus a strategically important
acquisition for Orkla in terms of both the health category and sustainability.
The company was consolidated into Orkla’s financial statements as of

1 January 2022.

In February 2022, Orkla purchased 100 per cent of the shares in Healthspan
Group Limited, a leading supplier of dietary supplements in the UK market.
Healthspan offers a broad range of dietary supplements and skin care
products, most of which are sold directly to consumers. This transaction
strengthens Orkla’s position in the consumer health and online sales
markets. The company was consolidated into Orkla’s financial statements
as of 1 March 2022.

Orkla Food Ingredients

Orkla acquired the operations of the Polish sales and distribution company
Ambasador92 Sp. z 0.0. (Ambasador92). in March 2021. Ambasador92 is

a leading player in the sale and distribution of bakery and confectionery
products and holds a strong position in the growing Out of Home channel,
which comprises bakeries, confectioners and ice cream manufacturers.

In May 2021, Orkla purchased 100 per cent of the shares in the two
companies Cake Décor Limited and For All Baking Limited, which
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manufacture and sell cake decorations and accessories to online stores,
bakeries and grocery retailers in the UK.

In June 2021, Orkla purchased 100 per cent of the shares in Sigurd Ecklund
AS, which is a supplier of a wide range of products to Norwegian confectioners,
bakeries, restaurants and hotels.

In July 2021, Orkla acquired 100 per cent of the shares in the Swiss company
Hans Kaspar AG, a supplier of confectionery and ice cream ingredients.

Orkla Consumer Investments

Orkla purchased 75 per cent of the shares in New York Pizza in June 2021.
The company is one of the Netherlands’ leading pizza chains and operates
through franchised sales outlets. This acquisition is in line with Orkla’s strategic
ambition of growing in Out of Home channels.

Through New York Pizza, Orkla acquired the three German pizza chains
Stuckwerk, Flying Pizza and Pizza Planet in the third quarter of 2021. These
acquisitions give Orkla a solid foothold in the growing German pizza market.
As a result of the acquisitions, New York Pizza now has 342 franchised sales
outlets, of which 234 are in the Netherlands, 107 in Germany and one in Belgium.

For more information on the acquisition and disposal of businesses,
see Note 5.
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Results in 2021

The Group
Condensed income statement

Amounts in NOK million 2021 2020
Operating revenues 50441 47 137
EBIT (adj.) 6 145 5492
Other income and expenses (415) (930)
Operating profit 5730 4 562
Profit/loss from associates and joint ventures 855 1000
Interest and financial items, net (219) (214)
Profit/loss before tax 6 366 5348
Taxes (1 468) (926)

Profit/loss for the year 4 898 4422

The increase of 7.0 per cent in operating revenues in 2021 was a result of
contributions from acquired companies and organic growth in Branded
Consumer Goods, as well as higher revenues for Hydro Power due to
increased power prices in Norway. There was organic growth in all business
areas, due to general good growth in the grocery market and increased
activity in the Out of Home segment, positively affected by the reopening

of society and periods of fewer restrictions compared with extensive lock-
downs during much of 2020 due to the outbreak of the COVID-19 pandemic
early that year. Orkla Food Ingredients experienced particularly good growth
in the Out of Home segment in all its areas, and Consumer Investments saw
especially good growth for the pizza restaurant business Kotipizza.
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Group EBIT (adj.) grew by 11.9 per cent in 2021. Growth was driven by profit
improvement in Branded Consumer Goods, with contributions from acquired
companies, and strong improvement for Hydro Power. For further comments
on Branded Consumer Goods, see the section on "Comments on the profit
performance in the individual business areas".

The Group’s “other income and expenses” were lower in 2021, year over year.
The high level in 2020 was largely related to write-downs and recognition of
expenses related to ERP projects, and write-downs related to PRG Finland
and Gorm’s. In 2021 costs were expensed in connection with acquisitions
and integration, in addition to costs related to several improvement projects
in the Group, particularly in connection with restructuring. Other income
includes sales of real estate and businesses. See Note 14 for more infor-

13

mation on the Group’s “other income and expenses”.

Profit from associates and joint ventures mainly consists of Orkla’s 42.6

per cent equity interest in Jotun. The investment is presented using the
equity method. In 2021, Jotun delivered a lower contribution of NOK 851
million, compared with NOK 970 million in 2020, primarily due to lower gross
margins as a result of higher raw material prices.

Interest and financial items were NOK 5 million higher than in 2020. The
average gross interest-bearing liabilities increased by NOK 3.0 billion to
NOK 11.4 billion in 2021, resulting in higher interest costs. This was largely
counteracted by a reduction of 0.3 percentage points in average borrowing
rates to 1.5 per cent in 2021.
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Orkla is subject to ordinary company tax in the countries in which the Group
operates. The tax rate (adjusted for profit from associates) for the 2021
financial year was 26.6 per cent, compared with 21.3 per cent in 2020. The
year-over-year change in the tax rate is mainly due to higher economic rent
tax. See Note 16 for other comments.

Results from entities outside Norway are translated to Norwegian kroner
based on average monthly exchange rates. Due to currency market fluctu-
ations and the stronger Norwegian krone, the Group had negative currency
translation effects in 2021 of NOK 1,726 million on operating revenues and
NOK 187 million on EBIT (adj.).

Earnings per share in 2020 were NOK 4.82, compared with NOK 4.37 in 2020.
Adjusted earnings per share were NOK 5.17, compared with NOK 5.04 in the
previous year.
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Financial situation
and capital structure

Cash flow

The comments below are based on the cash flow statement as presented in
Orkla’s internal format (see Note 7). Cash flow from operations from Branded
Consumer Goods incl. Headquarters was lower in 2021 than in 2020. This

is mainly explained by the fact that working capital at the end of 2021 was

negatively impacted by increased inventory values due to higher raw material

prices, and by accrual effects of customer bonuses and discounts. The
average amount of funds tied up in working capital as a percentage of sales
continues to fall, although somewhat more slowly than in 2020.

The biggest project under replacement investments was the ongoing
construction of a new biscuit factory in Latvia. In addition, net replacement
investments included several other ongoing factory projects and the

entry into new long-term leases. Investments related to ERP projects were
substantially lower at the end of 2021, year over year.

In Industrial & Financial Investments, cash flow from operations as at 31
December 2021 were significantly higher, year over year, due to good profit
improvement for Hydro Power. Dividends received and financial items mainly
consist of dividends received from Jotun and paid financial items.

Dividends paid and the purchase/sale of treasury shares largely consist of
dividends paid totalling NOK 2,784 million. Net buybacks of Orkla shares
amounted to NOK 346 million as at 31 December 2021. Expansion investments
chiefly consisted of investments to increase production capacity for plant-
based products in both Orkla Foods and Orkla Food Ingredients. Investments
were also made to increase production capacity in Central Europe.

Cash flow Orkla format

Amounts in NOK million
Cash flow from Branded Consumer Goods incl. HQ
EBIT (adj.)

Depreciation

Change in net working capital

Net replacement investments

Cash flow from operations (adj.)

Cash flow effect “Other income” and
“Other expenses” and pensions

Cash flow from operations Branded Consumer Goods incl. HQ
Cash flow from operations Industrial & Financial investments
Taxes paid

Dividends received, financial items and other payments
Cash flow before capital transactions

Dividents paid and sale/buyback of Orkla shares

Cash flow before expansion

Expansion investments

Sale of companies (enterprise value)

Purchase of companies (enterprise value)

Net cash flow

Currency effects of net interest-bearing liabilities
Change in net interest-bearing liabilities

Net interest-bearing liabilities
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2021

5 433
1924
(456)

(2 625)
4276

(525)

3751
692
(907)
139
3675
(3 130)
545
(486)
0

(7 030)
(6 971)
593

6 378
12 758

2020

5 440
1783
670
(2 251)
5 642

(291)

5351
87
(1152)
91
4377
(2 609)
1768
(479)
200
(733)
756
(585)
(171)
6 380
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Acquisitions of companies totalled NOK 7,030 million in 2021. The largest of
them was the purchase of 100 per cent of the shares in NutraQ), 67.8 per cent
of the shares in Eastern Condiments and 75 per cent of the shares in New
York Pizza.

Net cash flow for the Group amounted to NOK -6,971 million. Positive
currency translation effects due to the stronger Norwegian krone reduced
net interest-bearing liabilities by NOK 593 million in 2021. As at 31 December
2021, net interest-bearing liabilities before leases totalled NOK 10,834 million.
Including lease liabilities under IFRS 16, net interest-bearing liabilities totalled
NOK 12,758 million.

As at 31 December 2021, the equity ratio was 55.8 per cent, compared with
59.8 per cent year over year. The average time to maturity of interest-bearing
liabilities and unutilised credit lines is 3.5 years. Unutilised loan facilities
totalled NOK 7.2 billion and cash and cash equivalents amounted to NOK

1.6 billion. At year end, the interest level on the Group’s liabilities (excluding
leases) was 1.3 per cent.

In 2021 Orkla established a framework for the issue of green bonds,

and bonds with a total amount of NOK 1.5 billion were issued under this
framework. In January 2022, Orkla announced that it had received a credit
rating of A- with a stable outlook from Scope Ratings GmbH.

Contracts and financial hedge instruments
Orkla generally has few long-term purchasing and sale contracts. Financial
hedging instruments are used in connection with management of currency

— Contents

Conversion of profit to cash flow Bl EBIT (ad).)’
Cash flow from

NOK billion operations

7 —

4.4

3.8

Branded Consumer Goods incl. HQ Orkla Group

1 Operating profit before other income and expenses
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and interest rate risk as well as certain incentive programmes and pension
plans. In Hydro Power, AS Saudefaldene has some long-term power

contracts. Further details regarding power contracts may be found in Note 34.

Capital structure

The consolidated statement of financial position totalled NOK 70.6 billion
at year end, compared with NOK 63.0 billion at the end of 2020. Net inter-
est-bearing liabilities as at 31 December 2021 totalled NOK 12.8 billion
including lease liabilities, which is an increase from NOK 6.4 billion as at 31
December 2020. This implies a net interest-bearing debt to EBITDA ratio of

Assets
Amounts in NOK billion

70.6

Current and interest bearing assets

63.0

Intangible assets

23.2 Other assets
21.4

Working capital

31.12.20 31.12.21
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1.5, which is below Orkla’s goal of maintaining this key figure below 2.5 over
time. Orkla’s financial position is robust, with cash reserves, credit lines and
the flexibility to support its business priorities. Group equity totalled NOK
39.4 billion at the end of 2021, with an equity ratio of 55.8 per cent, compared
with 59.8 per cent year over year.

Equity and liabilities
Amounts in NOK billion

70.6

63.0

Equity

Interest bearing debt

Other current liabilities

Working capital

31.12.20 31.12.21
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The Orkla share

At the end of 2021, there were 996,578,096 shares outstanding, and Orkla
owned 4,852,874 treasury shares. The number of shareholders was 49,579,
compared with 41,585 at the end of 2020. The proportion of shares held by
foreign investors decreased by 4 percentage points to 47 per cent. The Orkla
share was priced at NOK 88.36 at the end of the last trading day in 2021.

At year-end 2020, the share price was NOK 87.00. Taking into account the
dividend, the return on the Orkla share was 5.0 per cent in 2021, while the
return on the Orkla Stock Exchange Benchmark Index (OSEBX) was 23.4
per cent. Orkla shares were traded on the Oslo Stock Exchange for a total of
NOK 33.0 billion in 2021. See page 353 for further information on shares and
shareholders.
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Risk management

The Board of Directors attaches importance to ensuring that risk is managed
systematically in all parts of the Group, and considers this a prerequisite for
long-term value creation for shareholders, employees and society at large.
Orkla has adopted a structured approach to identifying risk factors and taking
action to mitigate risk. In accordance with the Group’s Risk Management
instructions, risk assessments must be carried out routinely in all units, and
presented to and discussed by the internal boards of directors as part of the
budget process. When important decisions are to be made on matters such as
acquisitions, disposals and major investments, the same requirement applies
to risk assessment as in connection with routine risk management.

The units’ risk assessments are consolidated to create an overall risk picture
for Orkla, which also includes a longer-term, systematic risk assessment.
Orkla’s overall risk picture is reviewed by the Group Executive Board and
the Board’s Audit Committee and discussed by the Board of Directors. Orkla
has a diversified company and product portfolio, which reduces the risk of
significant profit fluctuations.

In 2021, there was greater uncertainty and growing volatility related to the
supply of certain input factors and raw materials. The COVID-19 pandemic
has led to global bottlenecks and value chain disruptions which, combined
with strong demand, have resulted in substantially higher market prices

for several major raw material categories. Due to the global value chain
disruptions, freight rates have increased, and there have been delays and
long delivery times for selected goods. In the longer term, there might also
be greater risk related to availability of raw materials, and the quality and
prices of several of Orkla’s input factors due to the current climate changes.
The risk of scarcity of raw materials and resources, as well as cost increases,
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is mitigated by means of close follow-up of suppliers, inventory build-up in
certain areas, increased resource efficiency, and approval of use of alter-
native raw materials. There is also risk related to currency fluctuations, but
Orkla companies do a substantial share of their sourcing in local currencies,
thereby reducing the overall risk.

Climate changes can cause floods, earthquakes and other natural disasters,
and there is considered to be risk related to whether Orkla’s factories are
located in exposed areas. Orkla makes assessments of both new and existing
locations and the extent of their exposure to natural disasters. The risk is
considered to be low.

In 2022, Orkla will move its existing biscuit production operations in Kungélv
in Sweden and Riga in Latvia to a new biscuit factory outside Riga. The
start-up of production in a new factory is generally considered to entail a
certain risk. On account of the relocation and the size of the project, this
process is being followed up closely by dedicated staff and management

at central level.

Orkla has an ambition of growing in channels with higher growth than

the traditional grocery sector. In the past few years, the grocery market

has undergone changes, including increased competition from new sales
channels. However, the outbreak of the COVID-19 pandemic in 2020 led to
strong market growth in the grocery sector, including online shopping, and
a decline in Out of Home channels. This trend continued into 2021. During
spring 2021, markets in several countries reopened after long periods of
stringent infection control restrictions, resulting in gradual improvement for
Out of Home channels such as restaurants, canteens and other food service
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facilities. On the other hand, the outbreak of new COVID-19 variants during
2021 led to growing uncertainty as regards to future growth in the various
sales channels.

There is still a risk of production disruptions due to major local infection
outbreaks, and this applies to the entire value chain as well as to Orkla’s
suppliers. Developments are closely monitored by the companies and the
Group’s central staff, in addition to which good infection control procedures
have been put in place at Orkla’s factories and detailed plans have been
drawn up for a variety of scenarios.

There is high customer concentration in Orkla’s main geographical markets,
and the proportion of the retail trade’s private labels is growing. To maintain
volume and margins in the grocery market, priority is given to close follow-up
of customers, joint projects with customers and collaboration across
business areas in Orkla, as well as strong focus on integrating consumer
insight in innovation processes and other measures to spur growth in existing
product categories and market positions.

Changing consumer preferences and trends pose a risk if Orkla fails to keep
close track of developments and make necessary adjustments. There is
substantial growth in demand for plant-based food, locally produced food,
products that offer proven health benefits and climate-friendly products.
Sustainability is an issue that matters increasingly to consumers. To reduce
risk, Orkla emphasises the importance of good consumer insight, experience-
sharing and consumer testing, as well as close follow-up of customers. Orkla
has intensified its focus on plant-based products, climate-friendly products
and sustainable packaging solutions.
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Inadequate food safety can potentially have significant consequences for
consumers, and major changes in legislation regulating the content of food can
potentially have consequences for Orkla. Orkla’s central food safety team works
continuously to ensure improvements and conduct audits at Orkla’s factories,
carry out supplier audits, and stay abreast of potential new regulations.

Orklais increasingly dependent on IT systems and the proper handling of
information. The IT threat landscape continually evolves due to the fact that
both attackers and defenders are constantly adopting innovative tactics
based on new technologies and techniques. Increased use of remote working,
digital tools and need for IT access have led to a change in the risk picture.
The duration and possible financial consequences of a cyber attack vary
depending on which business functions have been compromised and the
duration of interrupted service. The primary risk-mitigating measures include
emergency preparedness plans, employee training and awareness-raising,
mapping of the Group’s IT infrastructure and updating of older IT infrastructure.

There is an inherent risk of fire, occupational accidents or other serious inci-
dents in Orkla’s production environments. Occupational safety is monitored
through routine audits, and sickness absence is measured and followed

up. Production units make active efforts to prevent and avoid production
interruptions, and Group staff at central level follow up on supply chain and
insurance matters. Webinars and e-learning courses are held on a variety of
important topics.
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Comments on the profit
performance of the
individual business areas

Orklais a leading supplier of branded consumer goods and concept solu-
tions to the consumer, food service and bakery markets in the Nordics,
Baltics and selected countries in Central Europe and India. The Group also
holds strong positions in selected product categories in other markets. The
Branded Consumer Goods business consists of five business areas: Orkla
Foods, Orkla Confectionery & Snacks, Orkla Care, Orkla Food Ingredients
and Orkla Consumer & Financial Investments. Orkla Consumer & Financial
Investments comprises the two areas Orkla Consumer Investments, which is
part of Orkla’s Branded Consumer Goods business, and Industrial & Financial
Investments which comprises investments outside Branded Consumer
Goods, including Orkla’s ownership interest in Jotun. For a further description
of the individual business areas in Branded Consumer Goods, and Orkla
Industrial & Financial Investments, see Note 7. Associates consist primarily
of Jotun (42.6 per cent interest); see Note 6.
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The financial statements of the holding company Orkla ASA cover all activ-
ities at Orkla Headquarters. These activities include the Group’s executive
management and the following shared and centralised functions:

- Group Functions
- Group HR
- Compensation & Benefits
- Corporate Communications & Corporate Affairs
- Orkla Services
Internal Audit
Legal & Compliance
Environment, Health & Safety (EHS)
- Group Finance
- Strategy & M&A
- Group Sales
Digital Sales & Amazon Lead Team
- Orkla Marketing & Innovation
- Orkla Group Procurement

The departments carry out parent-company responsibilities within the Group,
and perform assignments and provide support for the Group’s operational
companies and charge them for these services. The activities and shared

functions at Orkla Headquarters also include Orkla IT.
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Branded Consumer Goods incl. Headquarters

Operating revenues

Organic Growth (%)

EBIT (adj.)
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EBIT (adj.)-margin (%)

Amounts in NOK million 2021 A (%) 2021 2021 A (%) 2021 A (bps)
Orkla Foods 18 760 2.5 1.8 2471 -6.4 13.2 -120
Orkla Confectionery & Snacks 7 337 2.3 34 1113 -7.5 15.2 -160
Orkla Care 7 389 7.0 2.3 1066 4.6 14.4 -40
Orkla Food Ingredients 12 012 12.3 104 646 29.2 54 70
Orkla Consumer Investments 4205 9.3 4.8 498 23.3 11.8 130
Orkla Headquarters -361 -10.4

Total Branded Consumer Goods * 49 204 5.8 4.3 5433 -0.1 11.0 -70
Operating revenues, change as % FX Structure Organic growth Total
Branded Consumer Goods -3.7 5.2 4.3 5.8

*

EBIT (adj.) and EBIT (adj.) margin include Headquarters. Intercompany sales between business areas have been eliminated.
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Branded Consumer Goods

Operating revenues for Branded Consumer Goods increased by 5.8 per cent
due to organic growth and acquisitions, partly counteracted by negative
currency translation effects. The business area had organic growth of 4.3 per
cent in 2021. Growth in the grocery sector was generally good, but performance
for Orkla’s categories and in different geographical markets was mixed. As

a result of the reopening of society in several markets and easing of COVID-
19-related restrictions, there was good growth in the Out of Home sector.

Orkla is exposed to a broad range of raw material categories. The COVID-19
pandemic has led to global bottlenecks and value chain disruptions and,
combined with strong demand, this has resulted in a substantial increase

in the market prices of key raw materials. Increases have been particularly
high in the prices of vegetable oil, sugar, dairy products and meat, according
to the FAO Food Price Index'. However, the index cannot be seen in direct
conjunction with the rise in Orkla’s sourcing costs, as the categories of raw
material sourced by Orkla are broader than those covered by the index, and
prices differ to some extent due to European and Norwegian agricultural
policies and associated import regulation. In addition, Branded Consumer
Goods saw increases in packaging and energy costs. The strengthening of the
Norwegian krone against the euro by 8.8 per cent, compared with 2020, made
a positive contribution to sourcing costs for Orkla’s Norwegian businesses.

EBIT (adj.) growth for Branded Consumer Goods incl. Headquarters declined
by -0.1 per cent in 2021, chiefly because top-line growth and structural
growth were counteracted by higher costs and negative currency translation
effects. The EBIT (adj.) margin for Branded Consumer Goods incl. Head-

1 The FAO Food Price Index measures the change in some international commodity prices. The
index consists of the average of five commodity price indices, and is published by the United

Nations (UN) its organization for food safety and nutrition
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quarters was 11.0 per cent in 2021, compared with 11.7 per cent the year before.
The profit margin was negatively affected by high cost growth, including
increased prices for key input factors, and higher advertising spend.

Orkla Foods

Operating revenues for Orkla Foods grew by 2.5 per cent in 2021, negatively
impacted by currency consolidation effects. Organic growth was 1.8 per cent,
driven by improvement in most markets. Much of the growth came from the
food service, convenience store and petrol station segments, spurred by the
reopening of society after the gradual easing of anti-pandemic restrictions.
Sales of plant-based products continued to grow in line with Orkla Foods’
strategic focus on this area. Grocery sales declined slightly for the year as a
whole, compared with a strong year in 2020 that was positively affected by
higher pandemic-driven demand. Profit fell in 2021, significantly impacted by
implementation costs related to a new ERP system in Orkla Foods Sverige. At
the same time, prices of raw materials, packaging, transport and energy rose
sharply, especially in the second half of the year. Price increases were imple-
mented in all markets and have gradually taken effect, but the situation will
necessitate further price increases in 2022. The EBIT (adj.) margin was 13.2
per cent (14.4 per cent).

Orkla Confectionery & Snacks

Operating revenues for Orkla Confectionery & Snacks increased by 2.3 per
cent in 2021. Organic growth was 3.4 per cent. Sales growth was driven

by good market growth, especially in Norway, and by relisting by a major
customer in Denmark. In the Baltics, demand was still affected by the
COVID-19 pandemic but recovered towards the end of the year. Growth
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in market share was mixed during the year, but improved towards the end

of the year. EBIT (adj.) was 7.5 per cent lower than in 2020, partly due to
currency translation effects. Substantially higher raw material, energy and
transport prices impacted negatively on profit, particularly in the second
half of 2021. Price increases were gradually implemented during the fourth
quarter of 2021 to offset the higher costs, and will continue in 2022. The EBIT
(adj.) margin was 15.2 per cent (16.8 per cent).

Orkla Care

Orkla Care had sales growth of 7.0 per cent in 2021, positively affected by
structural acquisitions. Organic growth for the year was 2.3 per cent, driven
by the consumer health categories. Orkla Health continued to see strong
sales of Omega-3 products and vitamins, and Wound Care reported broad
sales growth after a 2020 impacted by falling demand due to pandemic
related lockdowns. HSNG saw a year of solid sales growth in the fitness
market, partly offset by a sales decline in its own online stores in the fourth
quarter. Orkla Home & Personal Care experienced lower sales in 2021. The
COVID-19 pandemic resulted in strong market growth in the grocery sector
for several of the business area’s categories in 2020. In 2021, these effects
were largely reversed in the second half of the year. The business area also
saw a downturn in sales from the pandemic-driven high sales of alcogel
hand sanitizer in 2020, in addition to a decline in global industry sales due
to lockdowns in end markets. The EBIT (adj.) margin was 14.4 per cent.

The decline in profit was a result of higher raw material prices, as well as
higher costs and increased advertising spend, partly offset by positive
currency effects.
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Orkla Food Ingredients

Operating revenues for Orkla Food Ingredients rose by 12.3 per cent in
2021. Organic growth was 10.4 per cent. Acquisitions made a positive
contribution, but this was counteracted to some extent by negative
currency translation effects. Sales growth was broad-based across
business areas and geographical markets, and was positively affected by
the reduction in COVID-19 restrictions and the related positive impact on
demand in the Out of Home market compared with 2020. 2021 continued
to be affected by COVID-19 restrictions to varying degrees, but the impact
on turnover and profit was lower than in 2020. The segment for sales of ice

cream ingredients was particularly negatively impacted at the start of the
season in March and April, especially in markets outside the Nordic region.
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The summer in the same markets was unusually rainy and cold, which had a
further dampening effect on sales for the segment. Profit growth for Orkla
Food Ingredients is chiefly ascribable to higher sales volume, which was
counteracted to some extent by higher raw material, freight and energy
costs, in addition to challenges related to the supply of certain input factors.
The EBIT (adj.) margin was 5.4 per cent, a year-over-year improvement of 0.7
percentage points.

Orkla Consumer Investments

Operating revenues for Orkla Consumer Investments increased by 9.3

per cent in 2021, boosted by the acquisition of New York Pizza and the
related additional investments in Germany in the second half. The stronger
Norwegian krone led to negative currency translation effects. Organic
growth was 4.8 per cent, mainly driven by strong growth in Kotipizza, but all
businesses contributed to growth in 2021. Sales of painting tools for Orkla
House Care increased from the already high level in 2020, primarily due

to the strong first half of 2021. Reported EBIT (adj.) for the business area
increased by 23.3 per cent, positively affected by the acquisition of New York
Pizza. All businesses achieved profit growth, except for the textile business
which continued to be negatively impacted by the COVID-19 pandemic.
The EBIT (adj.) margin was 11.8 per cent, compared with 10.5 per cent the
previous year.

Orkla Headquarters

EBIT (adj.) from Headquarters amounted to NOK -361 million in 2021,
compared with NOK -327 million in 2020. The somewhat more negative
result, year over year, is mainly due to higher project and IT costs, and a
provision for post-termination pay for former members of the Group
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Executive Board. This was partly offset by lower costs due to the completion
of a restructuring project at Orkla Headquarters in 2020.

Industrial & Financial Investments

Jotun (42.6 per cent interest)

Amounts in NOK million 2021 2020
Operating revenues (100%) 22 809 21070
EBIT (100%) 3138 3489
Contribution to profit 851 970

Jotun achieved record-high turnover in 2021, driven by growth in all regions
and in three out of four segments. Sales of Marine Coatings were stable in
2021, impacted by the cyclical decline in the marine newbuildings industry.
However, high activity in the ship maintenance and repair market offset the
negative effect.

The decline in operating profit is mainly due to lower gross margins as a result

of higher raw material costs. Negative currency translation effects, due to the
stronger Norwegian krone, also affected profit in 2021.

Annual Report 2021



Orkla

Page 40

Board of Directors' Report, Corporate Governance and Executive Remuneration Report

— Contents
Hydro Power
Amounts in NOK million 2021 2020
Volume (GWh) 2 065 2884
Price (gre/kWh) 75.7 9.8
Operating revenues 1177 519
EBIT (adj.) 702 42

The increase in profit was chiefly due to substantially higher power prices.
A winter with little snow and a dry summer resulted in insufficient resources
(snow and water) which, in combination with record-high prices for fossil
fuels (gas, coal and C0O2), and periods with little wind, led to very high
power prices in Southern Norway. The power price in Southern Norway
(NO1) in 2021 was 75.7 gre/kWh, compared with 9.8 gre/kWh in 2020.
Power production in 2021 totalled 2,065 GWh, compared with 2,884 GWh in
2020. Operating costs were somewhat higher than in 2020, due to planned
increases in large maintenance projects.

Reservoir levels for the Glomma and Laagen rivers were at 69 per cent
of the normal level. The reservoir level in Sauda was a little higher than
normal at year end, while snowpack levels were significantly lower than
normal at year end.

Financial Investments

EBIT (adj.) for Financial Investments amounted to NOK 10 million in 2021,
unchanged from the previous year. There were no transactions in the period
that affect EBIT (adj.).
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Research and development
(innovation)

Innovation is one of Orkla’s primary tools for creating organic growth and
therefore a key aspect of day-to-day operations. Orkla’s innovation work is
based on a cross-functional approach, spanning from insight to idea, devel-
opment and ultimately to launch. Consumer, customer and market insights
are combined with technological expertise to develop products and solutions
that delight consumers and better meet their needs.

Orkla’s strength lies in its local presence, which gives in-depth insight

into local consumer needs and how this knowledge can be translated into
powerful innovations. Orkla applies this consumer insight, brand under-
standing and product development capacity across the Group. At the core
of all innovation work lies the actual user experience, ranging from taste and
functional properties to how intuitive and simple a product is to use. Good
examples of innovations in 2021 where taste has been a decisive driver are
the launch of the Nidar Favoritter large chocolate tablet that combines three
tastes in a single tablet, and JOY dietary supplements for young adults.

Local consumer insight is an important area of focus that is fundamental to
launches such as Lypsyl Repair+, a lip balm for extra cold conditions, and
Proson Cool, a professional baking improver agent that ensures greater
flexibility and less night work. These are both examples of innovations that
respond to the aspiration of “Winning locally”.

Consumers’ increased focus on health and sustainability has given rise to
strong innovations in 2021, under new brands, but also under the well-
established brands in the portfolio. The launch of NATURLI® burgers in
Norway and of Felix Veggie Delikatessbullar and Cheez Doodles Vegan, as
well as the launch of Fun Light dilutable fruit drink in 100 per cent recyclable
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packaging are examples of such innovations and show how a broad range

of Orkla’s brands are delivering on the aspirations “Embracing change” and
“Building tomorrow”. In 2021, Orkla’s strong branded products again played
a critical role for success in new areas and with new target groups. Examples
include Dr Greve Mann products for men and L300 Vitamin C which are
attracting younger target groups to the brand.

In the years ahead, continuous efforts will be made to ensure that Orkla’s
local brands are consumers’ first choice by making them a better, simpler and
more sustainable part of everyday living. New channels and digital transfor-
mation are also high on the agenda. The Klar brand’s recently launched online
store, where consumers among other things can choose own scents, is an
example of the latter.
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Competence

Learning and development are a fundamental part of Orkla’s strategy

and culture. Continuous human resource development strengthens the
Group’s competitiveness, attractiveness an employer and its employees’
engagement. To ensure that skills-building at Orkla is sufficiently targeted
and relevant, learning takes place in an interplay between global and
local programmes with particular focus on the possibility of applying the
knowledge and skills acquired directly on the job.

Every year, Orkla carries out a systematic evaluation of its own academies
and portfolio of courses, making adjustments and introducing new measures
on an ongoing basis. In addition, further insight was gained in 2021 from

an extensive employee opinion survey conducted across the Group. The
survey showed that as many as 75 per cent of the employees think that

their immediate manager gives them the support they need for learning and
development. At the same time, the survey indicated that only 62 per cent
think they have good opportunities to learn and develop in Orkla. A deeper
analysis of these results showed that white-collar workers are significantly
more satisfied than factory workers and that the younger employees are
more positive than the older ones. In 2022, Orkla will take a closer look at the
need to strengthen skills-building among factory employees and at which
initiatives would be most appropriate based on the survey results.

Orkla’s global competence-building programmes include specialised
academies, management training programmes, corporate culture and
compliance training and a variety of other courses. The overall range of
programmes is steadily expanded and adapted to the world of which Orkla is
a part and, not least, to Orkla’s Aspirations 2030. There is continuous, active
focus on developing instructive, high-quality and cost-effective educational
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methods, content and technology. Classroom instruction is largely provided
virtually, but is also combined with physical gatherings when the pandemic
permits. The essential element is that the learning process takes place digitally
prior to the gatherings, and that the time together is spent on reflecting on,
practicing and training in what the participants have learned. Thus, human
resource development is carried out as a combination of individual preparations,
formal courses, social dialogue and on-the-job application.

The fact that courses and programmes are now more digital makes it
possible to reach larger, broader sections of the Group’s employees more
effectively. Development of e-learning courses and the distribution of these
courses was also stepped up in 2021, following the introduction of new, more
user-friendly technology.

To support Orkla’s senior executives and the strategy work aimed at achieving
Orkla’s Aspirations 2030, Orkla initiated a programme for senior executives
designed to provide the Group’s top leaders and management teams with
solid leadership training and updated industry insights into market trends and
the competitive situation. Three main areas of the programme are sustaina-
bility, digitalisation and consumer-driven strategic innovation.
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Sustainability and
corporate responsibility

Responsible business practices

As a business, Orkla has a responsibility to exercise due diligence and
promote responsible business practices throughout its value chain. In 2021,
Orkla’s Responsible Employer and Human Rights Policy was updated to
ensure that it reflects good practice and meets the requirements for due
diligence assessments as specified in the new (Norwegian) Act relating

to enterprises' transparency and work on fundamental human rights and
decent working conditions (Transparency Act) and new EU legislation. Orkla
companies prepare an annual assessment of the risk of non-compliance with
this policy and a plan for further efforts to safeguard human rights. In 2021,
close to 100 per cent of Orkla’s business units carried out this work.

Orkla has established common policies, standards and guidelines specifying
how the companies in the Group must address important responsibility
topics such as environment, health and safety (EHS), food safety, responsible
sourcing and employer responsibility. In all these areas, efforts must be based
on the precautionary principle and emphasis on continuous improvement
Awareness-raising, risk mapping, improvement plans, monitoring and
reporting are therefore key elements of this work.

Orkla’s sustainability strategy

Orkla wants to contribute to sustainable development by offering products
and solutions that promote a healthy, sustainable lifestyle. This includes
targeted efforts to reduce greenhouse gas emissions, develop packaging
solutions that increase recycling and contribute to sustainable agriculture,
fisheries and other raw material production. In addition, the companies in the
Group actively engage in innovation activities to develop food products with
a favourable nutrition profile, increase consumption of plant-based food and
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use recycled materials and raw materials from renewable sources. Diversity,
inclusion and upgrading of skills are key topics in efforts to further develop
Orkla as an organisation. Sustainability work is pivotal to Orkla’s ability to
create growth, trust and competitive operations, and entails both living

up to Orkla’s formal responsibility as a company and effectively managing
sustainability-related, commercial risk. Orkla has adopted general sustaina-
bility targets for 2025 that apply to the entire Group and cover the following
main topics: environmental engagement, sustainable sourcing, nutrition and
wellness, safe products and care for people and society.

An in-depth account of the progress made in sustainability work is provided
in Orkla’s Sustainability Report, which is included in this Annual Report.
Orkla is subject to reporting requirements regarding corporate responsibility
and selected responsibility topics pursuant to sections 3-3a and 3-3c of the
Norwegian Accounting Act. The Group’s work relating to these topics in 2021
is described in the following chapters:

- “Orkla’s sustainability work”, page 104 (corporate responsibility)

- “Environmental engagement”, page 111 (environment)

- “Sustainable sourcing”, page 132 (human rights, workers’ rights,
social conditions and environment in the supply chain)

- “Care for people and society”, pages 180 (human and workers’ rights in
own company, equality and non-discrimination, working environment,
injuries, accidents, sickness absence, anti-corruption, social conditions)

Governance procedures for corporate responsibility

The CEO of each Orkla company is responsible for implementing the Group’s
directive and drawing up action plans based on Orkla’s sustainability targets
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for 2025. In 2021, all business units have formulated goals and action plans for
sustainability work for the 2022-2024 strategy period.

Orkla’s governing documents are accessible to all the companies through the
Group’s web-based governance portal. To ensure that employees are familiar
with Orkla’s directive, internal training is provided by both the Group and

the companies. The training has created greater awareness and knowledge
of corporate responsibility and sustainability issues, promoted more active
engagement and ensured a more uniform approach to efforts in these areas.

Orkla monitors the companies’ corporate responsibility and sustainability
work by means of annual internal status reports. Sickness absence and
injuries are monitored monthly, and status as regards food safety is tracked
quarterly. Orkla has internal sustainability, EHS, food safety and procurement
networks that are used to promote learning, experience sharing, collabo-
ration and reporting. Orkla’s Sustainability Committee consists of specialist
management personnel at Group and business area level, and is tasked with
facilitating close coordination of sustainability work across business areas
and functions, initiating joint development activities and providing support for
Orkla’s Group Executive Board. Country-based sustainability networks have
also been established in Norway, Sweden and Denmark. The purpose of these
networks is to discuss important issues, initiate joint activities and coordinate
stakeholder dialogue, communication activities and development projects.

Orkla’s Board of Directors monitors the Group’s efforts by means of an annual
assessment of progress in sustainability work, quarterly reviews of changes in

key EHS indicators and ongoing discussion of individual matters considered to

be of material importance for Orkla’s operations. Orkla’s Executive Vice Pres-
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ident, Group Functions has administrative responsibility for Orkla’s sustaina-
bility work, and determines which matters are to be submitted to the Board of
Directors. The Board also discusses Orkla’s annual sustainability reporting.

Orkla’s whistleblowing function enables employees to alert the Group’s
governing bodies to possible breaches of the Orkla Code of Conduct.

The whistleblowing function is administered by Orkla’s internal audit staff

on behalf of Orkla’s Audit Committee and is independent of Orkla’s line
management. Employees can report concerns anonymously and in their
mother tongue. Orkla’s chief audit officer heads an internal network of experts
at central level who are involved when necessary to discuss whistleblowing
matters.
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Personnel and
administration

At the end of 2021, the Group had 21,423 (18,110) employees. Of these,

2,968 (2,946) worked in Norway, 6,185 (5,870) in other Nordic countries and
12,271 (9,294) in countries outside the Nordic region. Collaboration between
management and the employee organisations functions well and makes a
valuable contribution to finding constructive solutions to the challenges faced
by the Group and the individual companies.

Kenneth Haavet has resigned from his position as CEO of Orkla Consumer
& Financial Investments. Thomas Ljungqvist has been appointed interim
Executive Vice President and CEQO of the business area as of 16 February
2022. He will be a member of Orkla’s Group Executive Board.

Effective 14 January 2021, Orkla President and CEO Jaan lvar Semlitsch made
the following changes in Orkla’s Group Executive Board:

Atle Vidar Nagel Johansen took up the position of CEO of the Orkla Foods
business area. He previously held the position of CEO of Orkla Care.
Ann-Beth Freuchen, who headed Orkla Foods Nordics & Baltics, left the
Group. Johan Wilhelmsson stepped down from the Group Executive
Board, but continues to serve as CEO of Orkla Foods International.

Hege Holter Brekke was appointed CEO of the Orkla Care business area.
She was previously CEO of the Orkla Health business unit.

Ingvill T. Berg took up the position of CEO of the Orkla Confectionery &
Snacks business area. Ingvill T. Berg previously served in the role of CEO
of the Orkla Confectionery & Snacks Norge business unit. She succeeded
Jeanette Hauan Fladby, who left the Group.
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At Orkla’s Annual General Meeting in April 2021, Stein Erik Hagen, Ingrid
Jonasson Blank, Nils K. Selte, Liselott Kilaas, Peter Agnefjall, Anna Mossberg
and Anders Kristiansen were re-elected as shareholder-elected members of
Orkla’s Board of Directors. Stein Erik Hagen was re-elected as Chairman of
the Board. Caroline Hagen Kjos was re-elected as personal deputy for Stein
Erik Hagen and Nils K. Selte. All the shareholder-elected Board members were
elected for a term of one year, i.e. until the 2022 Annual General Meeting.

Of a total of seven shareholder-elected members of Orkla’s Board of Directors,
three are women and four are men. Among the employee-elected Board
members and their deputies, both genders are represented. Orkla ASA
therefore fulfils the requirement in section 6-11a of the Public Limited
Liability Companies Act regarding representation of both genders on the
Board of Directors.

Orkla has signed a global Directors and Officers (D&O) liability insurance for
members of the Board of Directors, CEOs and senior executives in Orkla ASA
and its subsidiaries. The insurance covers the individuals’ financial liability in
connection with claims from third parties or relevant Orkla enterprises.

The Board of Directors wishes to thank all employees for their efforts and for
the results achieved in 2021.
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Corporate Governance (Statement
of Policy on Corporate Governance)

Orkla’s governance systems are based on principles set out in the Norwegian
Code of Conduct for Corporate Governance, and are largely aligned with
applicable international guidelines on good corporate governance. An overall
statement of policy on corporate governance at Orkla may be found on page
51 of this Annual Report. The statement of policy will be an item of business for
discussion at the 2022 Annual General Meeting.

Salary and other remuneration
of senior executives

The Board of Directors has a separate Compensation Committee, which
deals with all material matters related to salary and other remuneration to
senior executives before such matters are formally discussed and decided
by the Board of Directors. In accordance with Norwegian company legislation,
the Board of Directors has also prepared a separate report on the salary
and other remuneration to the executives management, which is included
in Chapter 2 of Annual Report on page 64. This report will be presented and
discussed at the 2022 Annual General Meeting. The report also provides
details of remuneration and contractual arrangements.

Accounting principles

The consolidated financial statements for 2021 have been prepared and
presented in accordance with the International Financial Reporting Standards
(IFRS), which have been approved by the EU. The financial statements for the
parent company have been prepared in accordance with section 3-9 of the
Norwegian Accounting Act (simplified IFRS). The explanation of accounting

policies in Notes 1-4 and in respective notes describes important matters relating
to accounting treatment under IFRS. The consolidated financial statements have
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been prepared and presented on the basis of the going concern assumption,
and in accordance with section 3-3 of the Accounting Act the Board of
Directors confirms that use of the going concern assumption is appropriate.

Orkla ASA

Orkla ASA is the parent company in the Orkla Group and supplies and
performs services for the Group’s other companies. In 2021, Orkla ASA
delivered profit after tax of NOK 3,945 million (NOK 1,958 million). At year
end, Orkla ASA had total assets of NOK 55,878 million (NOK 51,065 million),
equivalent to a year-over-year increase of 9.4 per cent. The equity ratio was
62.0 per cent (66.0 per cent). A survey of gender pay differences has been
carried out for employees of Orkla ASA, included in Chapter 3 of this Annual
Report on page 197.

Disposition of the
total result for the year

In 2021, Orkla ASA posted comprehensive income of NOK 4,024 million.
The Board of Directors proposes the following allocation:

NOK 2,990 million
NOK 1,034 million

Proposed dividend
Transferred from equity

As at 31 December 2021, Orkla ASA had total equity of NOK 34.6 billion
(NOK 33.7 billion). The Board of Directors has determined that Orkla ASA
had adequate equity and liquidity at the end of 2021. The Board of Directors
proposes to pay an ordinary dividend of NOK 3.00 per share for the 2021
financial year.
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Outlook

Orkla will continue its efforts to achieve long-term value creation and prof-
itable growth by strengthening its position as a leading supplier of branded
consumer goods in its core markets. The main focus will be on achieving
organic and structural growth in the three strategic priority areas Plant-based,
Consumer Health and Out of Home. The Group will focus to a greater extent
on more active portfolio management.

In the course of 2021, society in several of Orkla’s biggest geographical
markets was reopened for periods of time until new COVID-19 restrictions
were reintroduced towards the end of the year. At the start of 2022, there is
uncertainty as to the further evolution of the COVID-19 pandemic and asso-
ciated restrictions.

Orkla is exposed to a broad range of raw material categories such as vege-
table oils, grain, meat, vegetables and dairy products, for which prices have
increased substantially. The higher prices of input factors have resulted in
significant cost increases for Orkla’s Branded Consumer Goods business and
will lead to further cost increases in 2022. Orkla began to compensate for
these increases by implementing pricing measures in the fourth quarter of
2021 and announcing price increases in the first quarter of 2022. As a result
of further increases in input factor prices during the fourth quarter of 2021,
Orkla will implement additional price increases. These will mainly take effect
towards the end of the second quarter or start of the third quarter of 2022.

For the three-year period 2022-2024, Orkla targets long-term organic growth
of a minimum of 2.5 per cent and mid-single-digit growth in EBIT (adj.)

adjusted for acquisitions and currency effects for Branded Consumer Goods
incl. Headquarters. Acquisitions and active portfolio management will be key
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components of the Group’s value creation in the coming years. Orkla has also
set sustainability targets for the coming three-year period, including reducing
emissions from its own operations by 65 per cent, reducing emissions from the
value chain outside its own operations by 30 per cent and using only 100 per
cent recyclable packaging by 2025.

Orkla is well equipped financially to support future value creation. As at 31
December 2021, the Group had a net interest-bearing debt to EBITDA ratio of
1.5 (on a rolling 12- month EBITDA basis).

The war in Ukraine

Orkla’s Branded Consumer Goods area has reduced its presence in Russia
over time and now has limited exposure to Russia and Ukraine. In 2021,
Orkla Food Ingredients sold Credin Russia LLC and wound up its third-party
contract manufacturing in St. Petersburg.

Orkla has decided to cease its operations related to Hamé Foods ZAO in
Russia, which manufactures long shelf life food products for the Russian
market. As at 31 December 2021, the book value of the assets in the company
totalled NOK 150 million. Orkla has also decided to stop its exports and
imports linked to Russia and Belarus. Orkla’s operating revenues in Russia
and Belarus totalled approximately NOK 290 million in 2021. Total imports
amounted to NOK 23 million.

Orkla has no factories in Ukraine, but has in the past made some of its
purchases of tomato products and tomato paste from the region. Ukraine is
one of the world’s four largest exporters of important agricultural products
such as wheat, barley, maize and rapeseed. Ukraine is also the world’s
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largest producer and exporter of sunflower oil and, together with Russia,
accounts for a total of 80 per cent of global sunflower oil production.

A prolonged conflict could affect both the availability and prices of a number
of raw materials and other input factors. Furthermore, we see a sharp rise in
energy prices from an already high level, and expect the conflict to create
greater uncertainty and imbalance in the global flow of goods. All these
elements are expected to affect Orkla in 2022, but the extent of their impact
and the consequences are still unclear.
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