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PART I
Item 1. Business
General
The Company is a leading, vertically integrated international producer and marketer of value−added, metal−based specialty chemicals
and related materials, primarily from cobalt and nickel. The Company applies proprietary technology to unrefined cobalt and nickel
raw materials to market more than 1,500 different product offerings to approximately 3,300 customers in over 30 industries. The
Company operates in two business segments — Cobalt and Nickel.
The Cobalt segment includes products manufactured using cobalt and other metals including copper, zinc, manganese and calcium.
The Nickel segment includes nickel−based products. The Company’s products are essential components in numerous complex
chemical and industrial processes, and are used in many end markets, such as rechargeable batteries, coatings, custom catalysts, liquid
detergents, lubricants and fuel additives, plastic stabilizers, polyester promoters, adhesion promoters for rubber tires, colorants,
petroleum additives, magnetic media, metal finishing agents, cemented carbides for mining and machine tools, diamond tools used in
construction, stainless steel, alloy and plating applications. The Company’s products are sold in various forms such as solutions,
crystals, powders, cathodes and briquettes.
The Company’s business is critically connected to both the price and availability of raw materials. The primary raw materials used by
the Company are cobalt and nickel, and the cost of these raw materials fluctuates due to actual or perceived changes in supply and
demand, changes in cobalt and nickel reference prices and changes in availability from suppliers. Fluctuations in the prices of cobalt
and nickel have been significant in the past and the Company believes that cobalt and nickel price fluctuations are likely to continue in
the future. The Company attempts to mitigate changes in prices and availability by maintaining adequate inventory levels and
long−term supply relationships with a variety of producers. Generally, the Company is able to pass through to its customers increases
and decreases in raw material prices by increasing or decreasing, respectively, the prices of its products. The degree of profitability of
the Company principally depends on the Company’s ability to maintain the differential between its product prices and product costs.
During periods of rapidly changing metal prices, however, there may be price lags that can impact the short−term profitability of the
Company both positively and negatively. Reductions in the price of raw materials or declines in the selling prices of the Company’s
finished goods could also result in the Company’s inventory carrying value being written down to a lower market value, or result in a
reduction in its gross profit from historical levels.
In addition to the United States, the Company has manufacturing and other facilities in Africa, Canada, Europe and Asia−Pacific, and
markets its products worldwide. Although most of the Company’s raw material purchases and product sales are based on the
U.S. dollar, prices of certain raw materials, non−U.S. operating expenses and income taxes are denominated in local currencies. As
such, in periods when certain currencies (particularly the euro) strengthen against the U.S. dollar, the Company’s results of operations
are negatively impacted. In addition, fluctuations in exchange rates may affect product demand and may adversely affect the
profitability in U.S. dollars of products provided by the Company in foreign markets where payments for its products are made in
local currency. Accordingly, fluctuations in currency prices may affect the Company’s operating results.
Accounting Issues
This 2003 Annual Report on Form 10−K includes restated consolidated financial statements for the years ended December 31, 2002
and 2001, restated financial information for the years ended December 31, 2000 and 1999, and restated financial information for each
of the quarterly periods in 2002, and the first three quarterly periods in 2003. In addition, retained earnings as of January 1, 1999, has
been restated for adjustments related to years prior to 1999. The restatement initially arose as the result of an independent
investigation conducted by the Company’s audit committee of the board of directors, which commenced in December 2003. The
investigation was conducted with the assistance of independent counsel and forensic accountants, and involved an extensive
examination of the Company’s systems and procedures for reporting and valuing inventory and certain other
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accounts. It also included a review of accounting records, documentation and e−mail communications, as well as interviews with
numerous current and former employees.
As a result of the investigation, the audit committee determined that certain accounting entries to inventory and other accounts were
improperly recorded for a number of years, resulting in overstatements of net income for 2001, 2000 and 1999 and understatements of
net income in 2003 and 2002. The impact of these accounting entries is summarized in Note B to the consolidated financial statements
contained in Item 8 of this Annual Report. These accounting entries were made or directed to be made by certain former Corporate
accounting personnel as part of the financial statement close process, after financial results were submitted to Corporate from the
operating units (“top−side adjustments”). As a result of the investigation, the Company has concluded that many of these top−side
adjustments were not proper and had to be corrected, and all such corrections are reflected in this Form 10−K. The Company is
cooperating with the SEC’s Division of Enforcement in its review of the findings of the audit committee with respect to evidence of
accounting irregularities by former employees. The audit committee investigation concluded there was no evidence of wrongdoing by
current employees.
In connection with the restatement process, including expanded audit procedures at a number of locations worldwide, additional
adjustments were identified. These adjustments are described in Note B to the consolidated financial statements contained in Item 8 of
this Annual Report under the caption “Adjustments Resulting From Procedures Subsequent to the Audit Committee Investigation.”
In late 2003 and throughout the first nine months of 2004, the Company addressed comments from the SEC’s Division of Corporation
Finance on periodic reports previously filed with the SEC. One of these comments challenged the Company’s methodology used to
compute the lower of cost or market value of its inventory. As a result of this process, the Company revised its methodology to base
its lower of cost or market computations using end of period market prices (as opposed to projected market prices), resulting in
adjustments to amounts previously reported. The impact of this revision is included in Note B to the consolidated financial statements
contained in Item 8 of this Annual Report under the description “Lower of Cost or Market Adjustments.”
In the fourth quarter of 2003, the Company changed its method of accounting for inventories from the last−in, first−out
(LIFO) method to the first−in, first−out (FIFO) method for its continuing operations. All prior period consolidated financial statements
and financial information included in this Form 10−K have been adjusted to reflect this change in accounting principle. The Company
concluded that the FIFO method is preferable in its circumstances due to a number of factors, including the high degree of volatility of
prices of cobalt and nickel — the Company’s primary raw materials. Given this volatility, the change to FIFO will result in a more
meaningful measure of inventory stated at current cost. The change to FIFO increased/(decreased) net income by $14.3 million, or
$0.50 per diluted share in 2003; $(5.9 million), or $(0.21) per diluted share in 2002; and $12.7 million, or $0.53 per diluted share in
2001. The change to FIFO reduced retained earnings at January 1, 2001 by $51.7 million. The impact of this change is summarized in
Note C to the consolidated financial statements contained in Item 8 of this Annual Report.
Dispositions and Restructuring
On July 31, 2003, the Company completed the sale of its Precious Metals Group (PMG) for approximately $814 million in cash. The
Company recorded a gain of $145.9 million ($131.7 million after−tax) on the sale of this business. This business was comprised of the
Company’s former Precious Metal Chemistry and Metal Management reportable segments, which were acquired in August 2001. The
PMG business first qualified as a discontinued operation in the second quarter of 2003; all prior periods have been reclassified to
reflect this business as a discontinued operation. The net proceeds from the sale of the PMG business were used to repay the
remaining indebtedness outstanding under the then−existing senior credit facilities.
On April 1, 2003, the Company completed the sale of its copper powders business, SCM Metal Products, Inc. (SCM) for
$63.7 million. The net proceeds were used to repay a portion of the Company’s indebtedness outstanding under its credit facilities.
There was no gain or loss recorded on the sale as this business was written−
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down by $2.6 million to its fair value in 2002. This business has been presented as a discontinued operation for all periods presented.
As a part of the restatement, the restructuring charges originally recorded in 2002 and 2003 have been revised. All references to these
charges in this Form 10−K are as restated unless otherwise indicated.
During 2003, the Company recorded restructuring charges of $20.0 million related to its continuing operations, and an additional
$5.6 million related to its discontinued operations, to complete its restructuring program that commenced in the fourth quarter of 2002.
The primary objectives of the restructuring plan were to de−leverage the balance sheet, focus on cash generation and restore
profitability in certain of the Company’s core businesses that were impacted by the weak economy as well as a sustained decline in the
market price of cobalt through the third quarter of 2003. Specific actions taken in 2003 to accomplish these objectives included
closure of the manufacturing facility in Thailand, closure of an administrative office in the United States, relocation of the corporate
headquarters, disposal of a corporate aircraft, additional headcount reductions, and certain additional asset write−offs.
During the fourth quarter of 2002, the Company recorded restructuring and other charges related to its continuing operations of
$82.5 million and an additional $73.5 million related to its discontinued operations. Specific actions taken in 2002 included
development of plans to sell certain non−core businesses; closure of certain non−core facilities; headcount reductions; review and
renegotiation of certain raw material and other contracts to reduce costs in light of changing metal prices and business conditions;
liquidation of certain inventories; reduction of base metal inventory levels and production; a decision to discontinue funding a nickel
venture in Indonesia; and a re−alignment of the management team.
Products
The Company develops, processes, manufactures and markets specialty chemicals, powders and related products from various base
metals, primarily cobalt and nickel. The Company’s products leverage the Company’s production capabilities and bring value to its
customers through superior product performance. Typically, the Company’s products represent a small portion of the customer’s total
cost of manufacturing or processing, but are critical to the customer’s product performance. The products frequently are essential
components in chemical and industrial processes where they facilitate a chemical or physical reaction and/or enhance the physical
properties of end−products. These products are sold in various forms such as solutions, crystals, powders, cathodes and briquettes.
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The following table sets forth key applications for the Company’s products:
Applications Metals Used Product Attributes

Stainless Steel Nickel Improves rust resistance in demanding applications; improves
corrosion resistance in aggressive high temperatures or corrosive
environments

Rechargeable Batteries Cobalt, Nickel Improves the electrical conduction of rechargeable batteries used in
cellular phones, video cameras, portable computers, power tools and
hybrid electric vehicles

Coatings and paints Cobalt,
Manganese,
Calcium,
Zirconium,
Aluminum

Promotes faster drying in such products as house paints (exterior and
interior) and industrial and marine coatings

Printing Inks Cobalt,
Manganese

Promotes faster drying in various printing inks

Tires Cobalt Promotes bonding of metal−to−rubber in radial tires
Construction Equipment and Cutting
Tools

Cobalt Strengthens and adds durability to diamond and machine cutting tools
and drilling equipment used in construction, oil and gas drilling, and
quarrying

Petrochemical Refining Cobalt, Nickel Reduces sulfur dioxide and nitrogen emissions
Ceramics and Glassware Cobalt, Nickel Provides color for pigments, earthenware and glass and facilitates

adhesion of porcelain to metal
Polyester Resins Cobalt, Copper,

Zinc
Accelerates the curing of polyester resins found in reinforced
fiberglass boats, storage tanks, bathrooms, sports equipment,
automobile and truck components

Memory Disks Nickel Enhances information storage on disks for computers

Financial information, including reportable segment and geographic data, is contained in Note S to the consolidated financial
statements contained in Item 8 of this Annual Report.
Competition
The Company encounters a variety of competitors in each of its product lines, but no single company competes with the Company
across all of its existing product lines. The Company believes that its focus on metal−based specialty chemicals and related materials
as a core business and backward raw material integration is an important competitive advantage. The Company believes that during
2003 it was the largest refiner of cobalt and producer of cobalt−based specialties in the world and was the sixth largest refiner of
primary nickel and the largest producer of electroless nickel plating chemistry. Competition in these markets is based primarily on
product quality, supply reliability, price, service and technical support capabilities. The markets in which the Company participates
have historically been competitive and this environment is expected to continue.
Customers
The Company serves approximately 3,300 customers. During 2003, approximately 51% of the Company’s net sales were in Europe,
26% in the Americas and 23% in Asia−Pacific. Sales to two customers in the Nickel segment were approximately 34% of Nickel’s net
sales in 2003 and the loss of both of these customers would have a material adverse effect upon the segment. One of those customers,
Glencore AG, represented approximately 13% of the Company’s net sales in 2003. Sales to two battery customers in the Cobalt
segment were approximately 14% of Cobalt’s net sales in 2003. Overall, sales to the battery sector grew from 15% of segment
revenue in 2002 to 28% of segment revenue in 2003.
While customer demand for the Company’s products is generally non−seasonal, supply/demand and price perception dynamics of key
raw materials do periodically cause customers to either accelerate or delay purchases of the Company’s products, generating
short−term results that may not be indicative of longer−term trends.

5



Table of Contents

Historically, revenues during July and August have been lower than other months due to the summer holiday season in Europe.
Furthermore, the Company uses the summer season as the appropriate time to perform its annual maintenance shut−down for both of
its refineries in Finland.
Raw Materials
The primary raw materials used by the Company in manufacturing its products are unrefined cobalt and nickel. Cobalt raw materials
include ore, concentrate, slag and scrap. Nickel raw materials include concentrates, ore, intermediate, secondaries, scrap and matte.
The cost of the Company’s raw materials fluctuates due to actual or perceived changes in supply and demand of raw materials,
changes in cobalt and nickel reference prices and changes in availability from suppliers.
The Company’s supply of cobalt historically has been sourced from the Democratic Republic of Congo (DRC), Australia and Finland.
From November 1, 2003 to December 31, 2003, the market price of cobalt increased 105%, from $10.00 to $20.50 per pound. This
dramatic increase was due primarily to higher demand in the Japanese battery markets, higher demand in the aerospace industry, and
actual or perceived tightening of worldwide supplies. Earlier in 2003 and in 2002, the market price of cobalt remained at unusually
low levels of $6.00−$7.00 per pound as compared to historical prices of $10.00−$30.00 per pound, due primarily to declining demand
for cobalt metal attributable to weak business conditions worldwide, especially in the aerospace sector post−September 11, 2001. This
sustained depression in the cobalt market price led to a deterioration in the profitability of the Company’s cobalt business.
Nickel historically has been sourced from Australia, Finland and Brazil. In December 2001, the Company purchased an intermediate
nickel refining facility and associated mine deposits in Australia, which provide the Company with direct access to approximately
8,000 tons of nickel per year. From November 1, 2003 to December 31, 2003, the market price of nickel increased 40%, from $5.40 to
$7.54 per pound. This dramatic increase was due primarily to increased demand in the worldwide stainless steel industry, strong
demand in China, and perceived supply constraints.
Although the Company has never experienced a significant shortage of raw material, production problems and political and civil
instability in certain supplier countries may in the future affect the supply and market price of raw material. The Company attempts to
mitigate changes in prices and availability by entering into long−term supply contracts with a variety of producers. As of
December 31, 2003, the Company had supply arrangements for approximately 92% of its projected nickel raw material requirements
for 2004 and the balance of such needs were satisfied as 2004 progressed. Currently, the Company has supply arrangements for
approximately 82% of its projected nickel raw material requirements for 2005. The Company does not anticipate any substantial
interruption in its raw materials supply that would have a material adverse effect on the Company’s results of operations or financial
condition; however, a significant long−term nickel raw material contract expires in 2005, and there is no assurance that the Company
will be able to obtain as much nickel from other sources as would be necessary to satisfy the Company’s requirements or at prices
comparable to its current arrangements. Beyond 2005, the Company’s existing nickel supply arrangements represent approximately
60% of its projected nickel raw material requirements. However, the Company is actively pursuing a variety of feed sources to ensure
that the Company does not experience any material shortage of nickel over the next several years.
The Company’s joint venture in the DRC shut down its smelter as scheduled during January of 2005 for approximately three months
for regular maintenance and production improvements.
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A graph of the monthly 99.3% reference price of cobalt (as published in the Metal Bulletin magazine) per pound for 1998 through
2003 is as follows:

A graph of the monthly London Metal Exchange (LME) market price of nickel per pound for 1998 through 2003 is as follows:

Research and Development
The Company’s research and new product development program is an integral part of its business. Research and development focuses
on adapting proprietary technologies to develop new products and working with customers to meet their specific requirements,
including joint development arrangements with customers that involve innovative products. New products include new chemical
formulations, metal−containing compounds, and concentrations of various components and product forms. Research and development
also focuses on improving refining competency, processes, yield and throughput in each location. Research and development, applied
technology and technical service expenses were approximately $10.0 million for 2003, $13.6 million for 2002 and $10.3 million for
2001.
The Company’s research staff of approximately 70 full−time persons conducts research and development in laboratories located in
Westlake, Ohio; Newark, New Jersey; Kuching, Malaysia; Manchester, England; Kokkola, Finland and Harjavalta, Finland. The
Company’s Kokkola facility also maintains a research agreement with Outokumpu Research Oy.
Patents and Trademarks
The Company holds 183 patents and has 64 pending patent applications relating to the manufacturing, processing and use of
metal−organic and metal−based compounds. Specifically, the majority of these patents cover proprietary technology for base metal
refining, metal and metal oxide powders, catalysts, metal−organic compounds and inorganic salts. The Company does not consider
any single patent or group of patents to be material to its business as a whole.
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Environmental Matters
The Company is subject to a wide variety of environmental laws and regulations in the United States and in foreign countries as a
result of its operations and use of certain substances that are, or have been, used, produced or discharged by its plants. In addition, soil
and/or groundwater contamination presently exists and may in the future be discovered at levels that require remediation under
environmental laws at properties now or previously owned, operated or used by the Company. At December 31, 2003 and 2002, the
Company has environmental reserves of $14.2 million and $12.5 million, respectively.
Environmental compliance costs were approximately $6.0 million in 2003 and $7.0 million in 2004. Ongoing expenses include costs
relating to waste water analysis, treatment, and disposal; hazardous and non−hazardous solid waste analysis and disposal; air
emissions control; groundwater monitoring and related staff costs. The Company anticipates that it will continue to incur compliance
costs at moderately increasing levels for the foreseeable future as environmental laws and regulations are becoming increasingly
stringent.
The Company also incurred capital expenditures of approximately $1.5 million in 2003 and $3.9 million in 2004 in connection with
environmental compliance. The Company anticipates that capital expenditure levels for these purposes will increase to approximately
$7.9 million in 2005, as it continues to modify certain processes that may have an environmental impact and undertakes new pollution
prevention and waste reduction projects.
Due to the ongoing development and understanding of facts and remedial options and due to the possibility of unanticipated regulatory
developments, the amount and timing of future environmental expenditures could vary significantly. Although it is difficult to
quantify the potential impact of compliance with or liability under environmental protection laws, based on presently available
information, the Company believes that its ultimate aggregate cost of environmental remediation as well as liability under
environmental protection laws will not result in a material adverse effect upon its financial condition or results of operations.
Employees
At December 31, 2003, the Company had 1,428 full−time employees, of which 242 were located in the Americas, 657 in Europe, 330
in Africa and 199 in Asia−Pacific. Employees at the Company’s production facilities in Franklin, Pennsylvania; Kuching, Malaysia;
and Kalgoorlie, Australia are non−unionized. Employees at the Company’s facilities in Harjavalta and Kokkola, Finland are members
of several national workers’ unions under various union agreements. Generally, these union agreements have two−year terms.
Employees at the Company’s facility in Manchester, England are members of various trade unions under a recognition agreement.
This recognition agreement has an indefinite term. Employees at the Belleville, Canada facility are members of the Communications,
Energy and Paperworkers Union of Canada. The current Belleville union agreement has a term of two years expiring in December
2005. Employees in the Democratic Republic of Congo are members of various trade unions. The union agreements have a term of
three years expiring in April 2005. The Company believes that relations with its employees are good.
SEC Reports
The Company makes available free of charge through its website (www.omgi.com) its reports on Forms 10−K, 10−Q and 8−K as soon
as reasonably practicable after the reports are electronically filed with the Securities and Exchange Commission.

Item 2. Properties

The Company believes that its plants and facilities, which are of varying ages and of different construction types, have been
satisfactorily maintained, are suitable for the Company’s operations and generally provide sufficient capacity to meet the Company’s
production requirements. Except for the chemical plant at Harjavalta, Finland (HNO), the land on which the Kalgoorlie, Australia;
Kokkola, Finland (KCO); and the remaining HNO plants are located is leased under agreements with varying expiration dates. The
depreciation lives do not exceed the lives of the land leases. Otherwise, the land associated with the Company’s remaining
manufacturing facilities is owned by the Company.
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The Company’s KCO production facility is situated on property owned by Boliden Kokkola Oy. KCO and Boliden Kokkola Oy share
certain physical facilities, services and utilities under agreements with varying expiration dates. The Company’s HNO production
facility is situated on land owned by Boliden Harjavalta Oy. The HNO facility also shares certain physical facilities and has contracts
in place for toll smelting, waste disposal, utilities, laboratory services and raw material supply with Boliden Harjavalta Oy with
varying expiration dates.
Information regarding the Company’s primary offices, research and product development, and manufacturing and refining facilities,
excluding discontinued operations, is set forth below:

Facility Approximate
Location Segment Function* Square Feet Leased/Owned

Africa:
Lubumbashi, DRC Cobalt M      116,000 joint venture (55%)

North America:
Cleveland, Ohio Corporate A      24,500 leased
Westlake, Ohio Cobalt A, R 35,200 owned
Belleville, Ontario Cobalt M      38,000 owned
Franklin, Pennsylvania Cobalt M      331,500 owned
Newark, New Jersey Nickel A, R 32,000 owned

Asia−Pacific:
Kalgoorlie, Australia Nickel M      294,400 leased
Kuching, Malaysia Nickel M, A, R 25,000 owned
Tokyo, Japan Cobalt A      2,300 leased
Taipei, Taiwan Cobalt A      4,000 leased
Singapore Nickel W, A 4,700 leased

Europe:
Manchester, England Cobalt M, A, R 73,300 owned
Espoo, Finland Nickel A      3,000 leased
Harjavalta, Finland Nickel M, A, R 591,000 leased
Kokkola, Finland Cobalt M, A, R 470,000 leased

* M — Manufacturing and refining; A — Administrative; R — Research and Development; W — Warehouse

Item 3. Legal Proceedings
In November 2002, the Company received notice that two shareholder class action lawsuits (Sheth v. OM Group, Inc., et al., United
States District Court, Northern District of Ohio, Eastern Division, No. 1:02CV2163, Filed November 1, 2002; Rischitelli v. OM
Group, Inc., et al., United States District Court, Northern District of Ohio, Eastern Division, No. 1:02CV2189, Filed November 7,
2002) were filed against the Company related to a decline in the Company’s stock price after its third quarter 2002 earnings
announcement. The lawsuits allege virtually identical claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934
and SEC Rule 10b−5 against the Company, its former Chief Executive Officer and Chairman, its former Chief Financial Officer and
the members of the Board of Directors. Plaintiffs seek damages in an unspecified amount to compensate persons who purchased the
Company’s stock at various dates between November 2001 and October 2002 at allegedly inflated market prices. In July 2004, these
class action lawsuits were amended to include 1999 through 2001 and to add the Company’s independent auditors, Ernst & Young
LLP, as a defendant.
In November 2002, the Company also received notice that shareholder derivative lawsuits (Cropper, et al. v. Lee R. Brodeur, et al.
(United States District Court, Northern District of Ohio, Eastern District, No. 1−03−0021)) had been filed against the members of the
Company’s Board of Directors. Derivative plaintiffs allege the directors
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breached their fiduciary duties to the Company in connection with a decline in the Company’s stock price after its third quarter 2002
earnings announcement by failing to institute sufficient financial controls to ensure that the Company and its employees complied with
generally accepted accounting principles by writing down the value of the Company’s cobalt inventory on or before December 31,
2001. Derivative plaintiffs seek a number of changes to the Company’s accounting, financial and management structures and
unspecified damages from the directors to compensate the Company for costs incurred in, among other things, defending the
aforementioned securities lawsuits. In July 2004, the derivative plaintiffs amended these lawsuits to include conduct allegedly related
to the Company’s decision to restate its earnings for the period 1999−2003.
The Company has been engaged in mediation sessions with the plaintiffs regarding the shareholder class action and shareholder
derivative lawsuits. The Company anticipates these lawsuits will be resolved during 2005. The Company and the lead plaintiff of the
shareholder class action lawsuits have entered into an “Agreement to Settle Class Action” (Agreement) dated March 7, 2005, which is
an agreement in principle that outlines the general terms of a proposed settlement of these lawsuits subject to the satisfaction of
various conditions and execution of a definitive agreement. Based on the Agreement and the Company’s consideration of the
shareholder derivative lawsuits described above, the Company has reserved $84.5 million at December 31, 2003 for the settlement of
these cases, which is proposed to be payable $76.0 million in cash and $8.5 million in common stock. Insurance proceeds are expected
to be available for contribution to the resolution of the cases but the Company does not expect these lawsuits to be resolved within the
limits of applicable insurance. Insurance proceeds of approximately $15 million have been received and utilized in 2003, 2004 and
2005 to cover legal expenses related to these lawsuits. Potential remaining insurance proceeds of up to approximately $30 million may
be available and will be recorded when received.
In addition, the Company is a party to various legal and administrative proceedings incidental to its business. In the opinion of the
Company, disposition of all suits and claims related to its ordinary course of business (not including the shareholder litigation
described above) should not in the aggregate have a material adverse effect on the Company’s financial position or results of
operations.
Item 4. Submission of Matters to a Vote of Security Holders
No matters were submitted to a vote of security holders during the fourth quarter of the Company’s 2003 fiscal year.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

The information relating to the recent price and dividend history of the Company’s Common Stock is contained in Note U to the
consolidated financial statements contained in Item 8 of this Annual Report. Information relating to restrictions on dividends is
contained in Note H to the consolidated financial statements contained in Item 8 of this Annual Report. The Company’s Common
Stock is traded on the New York Stock Exchange. As of December 31, 2004, the Company had 1,685 shareholders.
Item 6. Selected Financial Data

Year Ended December 31,

(Restated)

2003 2002 2001 2000 1999
(In millions, except per share data)

Income Statement Data:
Net sales $ 912.1 $ 738.9 $ 681.6 $ 764.4 $ 395.1
Cost of products sold 732.1 690.8 578.0 630.8 307.6

Gross profit 180.0 48.1 103.6 133.6 87.5
Selling, general and administrative expenses 197.0 136.0 81.3 70.7 51.5

Income (loss) from operations (17.0) (87.9) 22.3 62.9 36.0
Other expense — net (25.6) (44.6) (36.5) (36.6) (30.6)
Income (loss) from continuing operations (56.3) (110.7) (13.1) 1.0 28.8
Income (loss) of discontinued operations 140.0 (98.1) (22.1) (13.9) (23.7)

Net income (loss) $ 83.7 $ (208.8) $ (35.2) $ (12.9) $ 5.1
Basic earnings per common share:

Continuing operations $ (1.99) $ (3.95) $ (0.55) $ 0.04 $ 1.21
Discontinued operations 4.94 (3.50) (0.91) (0.58) (1.00)

Net income (loss) $ 2.95 $ (7.45) $ (1.46) $ (0.54) $ 0.21
Diluted earnings per common share:

Continuing operations $ (1.99) $ (3.95) $ (0.55) $ 0.04 $ 1.18
Discontinued operations 4.94 (3.50) (0.91) (0.58) (0.97)

Net income (loss) $ 2.95 $ (7.45) $ (1.46) $ (0.54) $ 0.21
Dividends declared and paid per common share — $ 0.42 $ 0.52 $ 0.44 $ 0.40
Ratio of earnings to fixed charges(a) — — — 1.5x 1.2x
Balance Sheet Data:
Total assets $ 1,211.4 $ 2,105.3 $ 2,074.0 $ 1,055.1 $ 827.3
Long−term debt (excluding current portion) 430.5 1,195.6 1,299.7 551.1 384.9

(a) Earnings were inadequate to cover fixed charges by $42.9 million, $134.5 million, and $18.5 million in 2003, 2002 and 2001,
respectively.

Results for 2003 include the sale of the Company’s Precious Metals Group (PMG) for cash proceeds of approximately $814 million,
which resulted in a gain on sale of $145.9 million ($131.7 million after tax). Results for PMG are included in discontinued operations
for all periods.
In 2003, cost of products sold includes restructuring charges of $5.8 million. Selling, general and administrative expenses include
restructuring charges of $14.2 million and the shareholder class action and derivative lawsuit charge of $84.5 million. In addition,
discontinued operations include $5.6 million of restructuring charges.
In 2002, cost of products sold includes restructuring charges of $37.8 million. Selling, general and administrative expenses include
restructuring charges of $44.7 million. Also, in connection with its restructuring program, the
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Company recorded charges of $73.5 million in discontinued operations primarily associated with the planned disposal of such
operations.
Net income for 2001 through 1999 includes goodwill amortization expense of approximately $6 million per year, in selling, general
and administrative expenses, as discussed further in Note G to the consolidated financial statements included in Item 8 of this Annual
Report. Goodwill amortization ceased in 2002 in connection with the adoption of Statement of Financial Accounting Standards
(SFAS) No. 142, Goodwill and Other Intangible Assets.
In August, 2001 the Company acquired dmc2 Degussa Metals Catalysts Cerdec for a purchase price of approximately $1.1 billion. In
September, 2001 the Company disposed of the electronic materials, performance pigments, glass systems and Cerdec ceramics
divisions of dmc2 for $525.5 million (See Note F to the consolidated financial statements included in Item 8 of this Annual Report).
The remaining portion became the Company’s PMG businesses.
On April 4, 2000 the Company acquired Outokumpu Nickel Oy (ONO) in Harjavalta, Finland for a cash purchase price of
$206.0 million, which includes contingent payments in 2003 and 2004 of $11.2 million and $6.7 million, respectively, to the seller
under a contingent consideration arrangement (See Note F to the consolidated financial statements included in Item 8 of this Annual
Report). There will be no further contingent consideration payments subsequent to the amount paid in 2004.
The Company’s previously reported results for 1999 through 2002 have been restated. The restatement adjustments related to 2002
and 2001 are described more fully in Note B to the consolidated financial statements included in Item 8 of this Annual Report.
Restatement adjustments related to 2000, 1999 and years prior to 1999 are summarized as follows (in millions):

2000 1999 Pre−1999 Total

Increase (decrease) results of operations
Adjustments related to continuing operations, pre−tax:

Audit Committee Investigation $ (10.0) $ (47.8) $ (27.2) $ (85.0)
Procedures Subsequent to the Investigation (28.5) (26.6) (7.7) (62.8)
Lower of Cost or Market Adjustments (10.7) 2.8 (26.1) (34.0)

(49.2) (71.6) (61.0) (181.8)
Tax effect/adjustments (7.0) 43.5 — 36.5

Adjustments related to continuing operations (56.2) (28.1) (61.0) (145.3)
Adjustments related to discontinued operations (9.7) (24.9) 3.0 (31.6)

Total adjustments, net of tax $ (65.9) $ (53.0) $ (58.0) $ (176.9)

Summary descriptions of items included in the adjustments shown in the above table follows. The nature of these adjustments is more
fully described in Note B to the consolidated financial statements included in Item 8 of this Annual Report.
Adjustments Resulting from the Audit Committee Investigation

• Numerous top−side adjustments to inventory and related accounts that, in the aggregate, understated pre−tax income in 2000 by
$5.4 million, and overstated pre−tax income in 1999 and years prior to 1999 by $18.4 million and $24.6 million, respectively.

• $3.0 million of expenses at the Company’s Harjavalta facility, acquired in April 2000, that were improperly capitalized to goodwill
in acquisition accounting and should have been recorded in the Company’s results of operations for 2000.
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• Supplier receivables of $6.5 million, $21.7 million and $1.5 million were recorded in 2000, 1999 and years prior to 1999,
respectively, related to contractual disputes with suppliers regarding metal content of purchased raw material feedstock. In 2000 and
1999, amortization expense of $4.0 million and $1.0 million, respectively, was recorded related to these assets. As part of the audit
committee investigation, the Company concluded the Company waived its claim to these recoverable amounts in its dispute
negotiations with the suppliers, or otherwise did not adequately document its position to support recording these assets. Therefore,
these top−side adjustment amounts should not have been recorded.

• Corporate accounting made various top−side adjustments in 2000 and 1999 to capitalize costs that were expensed at the operating
unit level for certain fixed asset projects, software implementation projects and miscellaneous other assets. The Company has since
concluded that amounts recorded at the operating unit level properly accounted for these expenses, and the related top−side
adjustments (including all corresponding depreciation and amortization of the related assets) should be reversed. Pre−tax income as
originally reported for 2000, 1999 and years prior to 1999, was overstated by $7.5 million, $6.9 million and $0.7 million,
respectively.

• The Company capitalizes interest on certain fixed asset construction projects. The Company has since concluded that previous
calculations were not in accordance with SFAS No. 34, Capitalization of Interest Cost. The Company re−calculated capitalized
interest, resulting in restatement adjustments to correct pre−tax income that was overstated by $2.1 million, $1.3 million and
$0.3 million in 2000, 1999 and years prior to 1999, respectively.

• In 1999, the Company improperly accounted for a purchase of cobalt raw material — bifurcating the total contract into two equal
tranches, and assigning different costs to each tranche. As part of the audit committee investigation, the Company concluded the
entire amount should have been costed at the same value. As a result of this issue, pre−tax income was understated in 2000 by
$8.4 million and overstated in 1999 by $9.1 million.

• The Company improperly valued inventory at its locations in St. George, Utah and Midland, Michigan. These locations were closed
in 2002, and are reported as discontinued operations for all periods presented. As a result, pre−tax income from discontinued
operations in 2000, 1999 and years prior to 1999 for these locations was overstated by $10.5 million, $1.7 million and $19.2 million,
respectively.

Adjustments Resulting from Procedures Subsequent to the Audit Committee Investigation
• The Company determined the fair value of inventory acquired as of the April 4, 2000 acquisition date for Harjavalta was understated

by $32.0 million. At December 31, 2000, $26.8 million should have remained in inventory due to the use of LIFO, and the remaining
$5.2 million should have been charged to cost of products sold. As a result, pre−tax income as originally reported for 2000 was
overstated by $5.2 million.

• In 2000, the Company recorded an asset of $4.5 million for anticipated recovery of contributions by the Company to a settlement
trust and related legal fees for product liability litigation. The asset was reduced by $2.0 million in 2001, resulting in a recorded asset
of $2.5 million at December 31, 2001. Based on a review of the facts and circumstances, including a legal judgment against the
Company’s position in May 2000, the Company now believes that this asset should not have been recorded. Pre−tax income as
originally reported for 2000 was overstated by $4.5 million.

• During construction of the Company’s joint venture smelter in years prior to 2001, the Company advanced $27.6 million to its joint
venture partners. The Company recorded a receivable for such amount, which was fully collected by December 31, 2004. Although
there was no agreement between the Company and the joint venture partners providing for interest on the advance, the Company
recorded interest income on these advances in 2000, 1999 and years prior to 1999 of $6.0 million, $3.2 million and $0.7 million,
respectively. Although a written agreement was ultimately finalized with one of the partners in 2003, resulting in interest income of
$6.9 million in 2003 (see Note B to the consolidated financial statements included in Item 8 of this Annual Report), the Company
has concluded that the original receivables represent contingent assets that should not have been recorded until a written agreement
was finalized. Therefore, these assets have been reversed.
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• The Company identified several errors in the remeasurement process of the results of operations of its two subsidiaries in Finland.
These entities are both US−dollar functional currency entities. The impact on pre−tax income of these errors, which have been
corrected in the restatement, are an overstatement of pre−tax income in 2000 of $7.4 million and in 1999 of $18.1 million.

• In years prior to 1999, Corporate accounting reversed certain inventory reserves recorded at the operating units. Such reserves
amounted to $6.5 million as of January 1, 1999. We have concluded that the reserves at the operating units were appropriately
recorded and should not have been reversed. As a result, pre−tax income for years prior to 1999 was overstated by $6.5 million.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Management’s discussion and analysis of financial condition and results of operations should be read in conjunction with the
consolidated financial statements and the notes thereto appearing elsewhere in this Annual Report. Amounts related to 2002 and 2001
have been restated.
Overview
The Company is a leading, vertically integrated international producer and marketer of value−added, metal−based specialty chemicals
and related materials, primarily from cobalt and nickel. The Company applies proprietary technology to unrefined cobalt and nickel
raw materials to market more than 1,500 different product offerings to approximately 3,300 customers in over 30 industries. The
Company operates in two business segments — Cobalt and Nickel.
The Company’s business is critically connected to both the price and availability of raw materials. The primary raw materials used by
the Company are cobalt and nickel, and the cost of these raw materials fluctuates due to actual or perceived changes in supply and
demand, changes in cobalt and nickel reference prices and changes in availability from suppliers. Fluctuations in the prices of cobalt
and nickel have been significant in the past and the Company believes that cobalt and nickel price fluctuations are likely to continue in
the future. The Company attempts to mitigate changes in prices and availability by maintaining adequate inventory levels and
long−term supply relationships with a variety of producers. Generally, the Company is able to pass through to its customers increases
and decreases in raw material prices by increasing or decreasing, respectively, the prices of its products. The degree of profitability of
the Company principally depends on the Company’s ability to maintain the differential between its product prices and product costs.
During periods of rapidly changing metal prices, however, there may be price lags that can impact the short−term profitability of the
Company both positively and negatively. Reductions in the price of raw materials or declines in the selling price of the Company’s
finished goods could also result in the Company’s inventory carrying value being written down to a lower market value, or result in a
reduction in its gross profit from historical levels.
The Company has manufacturing and other facilities in Africa, Canada, Europe and Asia−Pacific, and markets its products worldwide.
Although most of the Company’s raw material purchases and product sales are based on the U.S. dollar, prices of certain raw
materials, liabilities for non−U.S. operating expenses and income taxes are denominated in local currencies. As such, in periods when
certain currencies (particularly the euro) strengthen against the U.S. dollar, the Company’s results of operations are negatively
impacted. In addition, fluctuations in exchange rates may affect product demand and may adversely affect the profitability in
U.S. dollars of products provided by the Company in foreign markets where payments for its products are made in local currency.
Accordingly, fluctuations in currency prices may affect the Company’s operating results.
Accounting issues
This 2003 Annual Report on Form 10−K includes restated consolidated financial statements for the years ended December 31, 2002
and 2001, restated financial information for the years ended December 31, 2000 and 1999, and restated financial information for each
of the quarterly periods in 2002, and the first three quarterly periods in 2003. In addition, retained earnings as of January 1, 1999, has
been restated for adjustments related to periods
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prior to 1999. The restatement initially arose as the result of an independent investigation conducted by the Company’s audit
committee of the Board of Directors, which commenced in December 2003. The investigation was conducted with the assistance of
independent counsel and forensic accountants, and involved an extensive examination of the Company’s systems and procedures for
reporting and valuing inventory and certain other accounts. It also included a review of accounting records, documentation and e−mail
communications, as well as interviews with numerous current and former employees.
As a result of the investigation, the audit committee determined that certain accounting entries to inventory and other accounts were
improperly recorded for a number of years, resulting in overstatements of net income for 2001, 2000 and 1999 and understatements of
net income in 2003 and 2002. The impact of these accounting entries is summarized in Note B to the consolidated financial statements
contained in Item 8 of this Annual Report. These accounting entries were made or directed to be made by certain former Corporate
accounting personnel as part of the financial statement close process, after financial results were submitted to Corporate from the
operating units (“top−side adjustments”). As a result of the investigation, the Company has concluded that many of these top−side
adjustments were not proper and had to be corrected, and all such corrections are reflected in this Form 10−K. The Company is
cooperating with the SEC’s Division of Enforcement in its review of the findings of the audit committee with respect to evidence of
accounting irregularities by former employees. The audit committee investigation concluded there was no evidence of wrongdoing by
current employees.
In connection with the restatement process, including expanded audit procedures at a number of locations worldwide, additional
adjustments were identified. These adjustments are described in Note B to the consolidated financial statements contained in Item 8 of
this Annual Report under the caption “Adjustments Resulting From Procedures Subsequent to the Audit Committee Investigation.”
In late 2003 and throughout the first nine months of 2004, the Company addressed comments from the SEC’s Division of Corporation
Finance on periodic reports previously filed with the SEC. One of these comments challenged the Company’s methodology used to
compute the lower of cost or market value of its inventory. As a result of this process, the Company revised its methodology to base
its lower of cost or market computations using end of period market prices (as opposed to projected market prices), resulting in
adjustments to amounts previously reported. The impact of this revision is included in Note B to the consolidated financial statements
contained in Item 8 of this Annual Report under the description “Lower of Cost or Market Adjustments.”
In the fourth quarter of 2003, the Company changed its method of accounting for inventories from the last−in, first−out
(LIFO) method to the first−in, first−out (FIFO) method for its continuing operations. All prior periods presented have been adjusted to
reflect this change in accounting principle. The change to FIFO increased/ (decreased) net income by $14.3 million, or $0.50 per
diluted share in 2003; $(5.9 million), or $(0.21) per diluted share in 2002; and $12.7 million, or $0.53 per diluted share in 2001. The
change to FIFO reduced retained earnings at January 1, 2001 by $51.7 million. The impact of this change is summarized in Note C to
the consolidated financial statements contained in Item 8 of this Annual Report.
Dispositions and restructuring
On July 31, 2003, the Company completed the sale of its Precious Metals Group (PMG) for approximately $814 million in cash. The
Company recorded a gain of $145.9 million ($131.7 million after−tax) on the sale of this business. This business was comprised of the
Company’s former Precious Metal Chemistry and Metal Management reportable segments, which were acquired in August 2001. The
PMG business first qualified as a discontinued operation in the second quarter of 2003; all prior periods have been reclassified to
reflect this business as a discontinued operation. The net proceeds from the sale of the PMG business were used to repay the
remaining indebtedness outstanding under the then−existing senior credit facilities.
On April 1, 2003, the Company completed the sale of its copper powders business, SCM Metal Products, Inc. (SCM), for
$63.7 million. The net proceeds were used to repay a portion of the Company’s indebtedness outstanding under its credit facilities.
There was no gain or loss recorded on the sale as this business was written−
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down by $2.6 million to its fair value in 2002. This business has been presented as a discontinued operation for all periods presented.
During 2003, the Company recorded restructuring charges of $20.0 million related to its continuing operations, and an additional
$5.6 million related to its discontinued operations, to complete its restructuring program that commenced in the fourth quarter of 2002.
The primary objectives of the restructuring plan were to de−leverage the balance sheet, focus on cash generation and restore
profitability in certain of the Company’s core businesses that were impacted by the weak economy as well as a sustained decline in the
market price of cobalt through the third quarter of 2003. Specific actions taken in 2003 to accomplish these objectives included
closure of the manufacturing facility in Thailand, closure of an administrative office in the United States, relocation of the corporate
headquarters, disposal of a corporate aircraft, additional headcount reductions, and certain additional asset write−offs.
During the fourth quarter of 2002, the Company recorded restructuring and other charges related to its continuing operations of
$82.5 million and an additional $73.5 million related to its discontinued operations. Specific actions taken in 2002 included
development of plans to sell certain non−core businesses; closure of certain non−core facilities; headcount reductions; review and
renegotiation of certain raw material and other contracts to reduce costs in light of changing metal prices and business conditions;
liquidation of certain inventories; reduction of base metal inventory levels and production; a decision to discontinue funding a nickel
venture in Indonesia; and a re−alignment of the management team.
Overall operating results for 2003, 2002 and 2001
Set forth below is a summary of the statements of consolidated operations for the years ended December 31,

Restated

2003 2002 2001
(Millions of dollars & percent of net sales)
Net sales $ 912.1 $ 738.9 $ 681.6
Cost of products sold 732.1 690.8 578.0

Gross profit 180.0 19.7% 48.1 6.5% 103.6 15.2%
Selling, general and administrative expenses 197.0 21.6% 136.0 18.4% 81.3 11.9%

Income (loss) from operations (17.0) (1.9)% (87.9) (11.9)% 22.3 3.3%
Other expense, net (25.6) (44.6) (36.5)
Income tax expense (benefit) 14.5 (13.6) 0.1
Loss from continuing operations (56.3) (110.7) (13.1)
Income (loss) from discontinued operations 140.0 (98.1) (22.1)

Net income (loss) $ 83.7 $ (208.8) $ (35.2)

2003 operating results compared to 2002
The increase in net sales for 2003 as compared to 2002 was primarily due to higher selling prices for cobalt and nickel. Cobalt prices
were impacted by significant growth in the battery sector related to demand for cell phones and other portable electronic devices.
These higher prices were partially offset by lower overall volumes from the shift in emphasis to capitalize on the growth of these
higher margin sectors. Nickel prices were impacted by significant growth in worldwide demand for stainless steel and other alloys.
Nickel metal volumes were lower in 2003 due to the limited availability of raw material feeds. Higher selling prices also had the
impact of reducing volumes to certain customers and geographic markets.
Cost of products sold includes restructuring charges of $5.8 million and $37.8 million, in 2003 and 2002, respectively. The charges in
2003 relate to inventory write−downs at the Company’s facility in Thailand, in connection with its shut−down; and shut−down of the
manufacturing operations of the electroless nickel business
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in Newark, New Jersey. The charges in 2002 were the result of decisions made to exit certain product lines, decrease production at
several base metal facilities, sell a higher percentage of certain commodity products to generate cash, shut−down the manufacturing
operations of the electroless nickel facility in Newark, New Jersey, and write−off amounts due from suppliers of $23.3 million as the
Company reviewed and renegotiated certain raw material and other contracts to reduce costs in light of changing metal prices and
business conditions.
Gross profit was $180.0 million in 2003 compared to $48.1 million in 2002, including restructuring charges of $5.8 million and
$37.8 million in 2003 and 2002, respectively. Gross profit percentage was 19.7% in 2003 compared to 6.5% in 2002. The
improvement was primarily the result of the benefit of lower cost inventory produced prior to the steady rise in metal prices
throughout 2003 ($63 million). Other key impacts include the positive results of nickel hedging ($13 million), higher production from
the cobalt joint venture in the Democratic Republic of Congo ($13 million), and shifts to higher margin value−added products. These
benefits were partially offset by the weakening of the dollar versus the euro ($32 million). During 2002, the sale of certain commodity
cobalt products generated gross losses ($3 million).
The selling, general and administrative expenses increased to $197.0 million compared to $136.0 million in 2002, including
restructuring charges of $14.2 million in 2003 and $44.7 million in 2002. The increase was primarily due to the $84.5 million charge
in 2003 related to the shareholder and derivative lawsuits, an increase in professional fees and expenses of $6.5 million and higher
insurance costs. These increases were partially offset by a $4.1 million charge in 2002 related to product liability litigation. Both years
include a charge of $2.5 million related to environmental costs at the closed manufacturing site in Newark, New Jersey. The
restructuring charge for 2003 primarily related to headcount reductions, the sale of the Company’s manufacturing facility in Thailand,
closure of an administrative office in the United States, relocation of the corporate headquarters, and a loss on the disposal of a
corporate aircraft.
The decrease in other expense, net in 2003 compared to 2002 was due primarily to the gain on the sale of the Company’s PVC
business of $4.6 million and interest income of $6.9 million on amounts receivable from a Congo joint venture partner. Interest
expense related to the Company’s acquisition of the PMG business has been allocated to discontinued operations for all years
presented.
Income tax expense was $14.5 million on a pre−tax loss of $42.7 million in 2003, compared to a benefit of $13.6 million on 2002’s
pre−tax loss of $132.5 million. The 2003 tax expense results from losses in the U.S. with no corresponding tax benefit and the
profitability in Finland. The benefit in 2002 is significantly lower than the statutory rates in the U.S. and Finland due primarily to
losses in the U.S. with no corresponding tax benefit.
Income from discontinued operations was $140.0 million in 2003 compared to a loss of $98.1 million in 2002, due primarily to the
gain on the PMG sale of $131.7 million after−tax in 2003, and restructuring charges related to discontinued operations in 2003 of
$5.6 million compared to charges of $73.5 million in 2002.
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Cobalt segment
The following graph summarizes the average annual 99.3% reference price of cobalt for 2001 through 2003:

Cobalt segment net sales increased to $379.9 million in 2003 from $354.0 million in 2002 due primarily to higher cobalt reference
prices. Overall volume of products sold in the segment declined 21%. The decline in volume was the result of a shift away from the
ceramics and catalysts markets to the battery and tire sectors.
Operating profit for 2003 was $55.0 million compared to a $40.8 million operating loss in 2002, including restructuring charges of
$9.6 million in 2003 and $39.1 million in 2002. The improvement was also due to the benefit of higher cobalt reference prices in 2003
which improved margins ($42 million). Margins were also improved due to the completion of the restructuring activities
($16 million). Additionally, higher production through the company’s joint venture in the Democratic Republic of Congo and a shift
to higher margin value−added cobalt products added to the improvement. These improvements were offset by the weakening of the
U.S. dollar against the euro ($11 million).
See Note S to the consolidated financial statements included in Item 8 of this Annual Report for a reconciliation of segment operating
profit (loss) to consolidated loss from continuing operations before income taxes and minority interests. In 2003, Investment and other
income, net includes $6.9 million of interest income from a joint venture partner. See Note R to the consolidated financial statements
included in Item 8 of this Annual Report for further discussion.
Nickel segment
The following graph summarizes the average annual LME market price of nickel for 2001 through 2003:

Nickel segment net sales increased to $567.9 million in 2003 from $428.3 million in 2002 due primarily to higher nickel LME market
prices. Overall volumes in the segment were 14% higher due to a full year of production from the chemical plant that opened in 2002,
and an increase in nickel sulfate sales to the battery and metal
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finishing markets. The increase was partially offset by a 6% decline in metal volumes due to raw material shortage caused by the
closure of a mine in Norway, mining problems at a Brazil supplier and a shift in allocation of available raw materials from metals to
nickel chemical products.
Operating profit for 2003 was $58.3 million compared to $22.7 million in 2002, including restructuring charges of $4.1 million in
2003 and $6.4 million in 2002. The improvement was due primarily to the higher nickel reference price in 2003 ($38 million) and the
positive results of nickel hedging ($13 million). These improvements were offset by the weakening of the U.S. dollar against the euro
($21 million). Both years include environmental charges of $2.5 million related to the Newark operations.
See Note S to the consolidated financial statements included in Item 8 of this Annual Report for a reconciliation of segment operating
profit (loss) to consolidated loss from continuing operations before income taxes and minority interests.
Corporate expenses
Corporate expenses for 2003 were $130.3 million compared to $69.9 million in 2002, including restructuring charges of $6.3 million
in 2003 and $37.0 million in 2002. The increase was also due to the shareholder litigation charge ($84.5 million), fees and expenses
related to the restatement and litigation processes ($6.5 million), an increase in bonus and profit sharing based on improved operating
results in 2003 ($4.0 million), and higher insurance costs primarily related to the directors’ and officers’ liability policy ($1.0 million).
These increases were partially offset by the reduction in headcount from the completion of the restructuring program ($1.6 million)
and lower operating costs due to the disposal of a corporate aircraft.
2002 operating results compared to 2001
The increase in net sales for 2002 compared to 2001 was primarily due to an overall increase in sales volumes of 13.8%, higher selling
prices for nickel products, and an acquisition at the end of 2001 of a metal organics business (Rhodia Holdings Limited) in the U.K.,
all partially offset by lower selling prices for cobalt products.
During 2002, the Company recorded restructuring charges in cost of sales of $37.8 million, as a result of decisions made to exit certain
product lines, decrease production at several base metal facilities, sell a higher percentage of certain commodity products to generate
cash, and write−off amounts due from suppliers of $23.3 million as the Company reviewed and renegotiated certain raw material and
other contracts to reduce costs in light of changing metal prices and business conditions.
Gross profit percentage was 6.5% in 2002 compared to 15.2% in 2001. The decrease was due to the negative impact of a lower cobalt
price in 2002, higher costs related to the operation of the Company’s joint venture in the DRC, the negative impact of the U.S. dollar
weakening against the euro, higher costs due to the start−up of the Harjavalta chemical plant, and the restructuring charges in 2002.
The decrease was partially offset by the benefit of a higher nickel price and the results of the U.K. subsidiary acquired at the end of
2001.
The majority of the increase in selling, general and administrative expenses relates to restructuring charges of $44.7 million in 2002.
Before restructuring charges, the increase was due primarily to a charge of $2.5 million for environmental costs at the closed
manufacturing site in Newark, New Jersey, and increases in administrative and other corporate costs due to the Company’s growth,
including the impact of supporting the PMG business for a full year in 2002.
The increase in other expense, net in 2002 compared to 2001 was primarily due to the accelerated write−off of capitalized bank fees of
$5.4 million in connection with the new credit agreement and higher foreign currency exchange losses in 2002, partially offset by a
$2.1 million mark−to−market gain on a derivative instrument in 2002.
Income tax benefit was $13.6 million in 2002 compared to a $0.1 million expense in 2001. The benefit in 2002 and the expense in
2001 is significantly lower than the statutory rates in the U.S. and Finland due primarily to losses in the U.S. with no corresponding
tax benefit in each year.
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Loss from discontinued operations was $98.1 million in 2002 compared to a loss of $22.1 million in 2001, due primarily to
restructuring charges related to discontinued operations in 2002 of $73.5 million.
Cobalt segment
The following graph summarizes the average annual 99.3% reference price of cobalt:

Cobalt segment net sales increased to $354.0 million in 2002 from $336.4 million in 2001. The increase was due to the acquisition of a
metal organics business in England ($28 million) in December 2001 and higher volumes of products ($27 million). These increases
were almost completely offset by lower selling prices due to lower reference prices. Product volumes increased 24% due to the growth
in sales to the battery, tire and coatings and inks sectors.
Operating loss for 2002 was $40.8 million, including restructuring charges of $39.1 million, compared to operating profit of
$3.0 million in 2001. In addition to the restructuring charges, the decrease was due to the negative impact of a lower cobalt reference
price in 2002, higher costs related to the operation of the company’s joint venture in the Democratic Republic of Congo ($9 million),
and the negative impact of the U.S. dollar weakening against the euro ($14 million). These declines were partially offset by the
operating income of the acquisition of the metal organics business in the U.K. ($6 million).
See Note S to the consolidated financial statements included in Item 8 of this Annual Report for a reconciliation of segment operating
profit (loss) to consolidated loss from continuing operations before income taxes and minority interests.
Nickel segment
The following graph summarizes the average annual LME market price of nickel:

Nickel segment net sales increased to $428.3 million in 2002 from $391.1 million in 2001 due primarily to higher nickel LME market
prices. Volumes in the segment increased 4% primarily due to production from a new chemical plant. The volume of nickel metal sold
declined 2% due to feed limitations and a shift in allocation of available raw materials.
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Operating profit for 2002 was $22.7, including restructuring charges of $6.4 million compared to $39.5 in 2001. In addition to the
restructuring charges, the decline was due to higher raw material costs related to cost−sharing payments made on a major supply
contract ($10 million); a charge of $2.5 million in 2002 related to environmental costs at the closed manufacturing facility in Newark,
New Jersey; increased sales of certain commodity products; and higher costs incurred due to the start up of the chemical plant, all
partially offset by the benefit of a higher nickel reference price in 2002 ($6 million). Additionally, the impact of the weakening of the
U.S. dollar against the euro had a negative impact ($7 million).
See Note S to the consolidated financial statements included in Item 8 of this Annual Report for a reconciliation of segment operating
profit (loss) to consolidated loss from continuing operations before income taxes and minority interests.
Corporate expenses
Corporate expenses for 2002 were $69.9 million, including restructuring charges of $37.0 million in 2002, compared to $20.2 million
in 2002. In addition to the restructuring charges, the increase was due principally to charges related to product liability litigation
($4.1 million), higher corporate headcount related to the acquisition of the PMG business in 2001 ($3.2 million), charges related to
idle facility lease costs ($2.7 million), higher legal and professional fees related to the larger business ($1.6 million), and higher
spending on travel ($1.8 million) and insurance costs. This increase was partially offset by the elimination of bonuses and profit
sharing for 2002 ($4 million) due to the restructuring program undertaken in the fourth quarter of that year.
Liquidity and Capital Resources
Operating Activities
Operating activities generated positive cash flow of $28.3 million during 2003 compared with negative operating cash flow of
$0.6 million in 2002. Loss from continuing operations of $56.3 million represents an improvement of $54.4 million compared to the
2002 loss. Accounts receivable increased $37.7 million compared to prior year as a result of higher sales due to higher metal prices in
the fourth quarter of 2003 compared to the fourth quarter of 2002. Inventories increased $58.1 million compared to prior year due to
higher raw material costs as a result of higher metal prices. Accounts payable increased $36.2 million compared to prior year as a
result of higher inventory costs due to higher metal prices. Other accrued liabilities increased $43.3 million compared to prior year.
The increase was primarily due to retained liabilities for the Company’s former PMG business (see Notes A and D to the consolidated
financial statements included in Item 8 of this Annual Report) of $41.7 million, and increased employee compensation accruals of
approximately $7.9 million due primarily to bonuses and profit−sharing awards in 2003 compared to none in 2002. Shareholder
litigation accrual of $84.5 million was recorded due to the agreement in principle for settlement of the class action lawsuits and
consideration of the derivative lawsuits (see Note P to the consolidated financial statements included in Item 8 of this Annual Report).
Investing and Financing Activities
During December 2002, in connection with its restructuring program, the Company amended its then−existing senior credit facilities.
The amended facilities consisted of a $225 million senior secured revolving facility and $698 million of term loans. The revolving
facility and the term loans bore interest at a rate of LIBOR plus 5% and were scheduled to mature on April 1, 2006, with a LIBOR
floor of 1.75%. The amendment required the Company to generate a minimum amount of gross proceeds of $75 million by June 30,
2003 and additional net proceeds of $350 million by December 31, 2003. The amendment prohibited payment of dividends and
acquisitions of businesses, and modified certain financial covenants to make them less restrictive. These facilities were fully
collateralized by a portion of the Company’s assets. The entire balance of these credit facilities was repaid from the net proceeds of
the sale of SCM on April 1, 2003 and PMG on July 31, 2003.
On August 7, 2003, the Company entered into a new $150 million Senior Secured Revolving Credit Facility with a group of lending
institutions. The facility bears interest at LIBOR plus 2.00% to 3.00% or PRIME plus .25% to 1.25%, matures in August 2006 and
includes various affirmative and negative covenants. There were no
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borrowings under this facility at December 31, 2003. Because of the delay by the Company in filing required periodic reports with the
SEC during 2004, which delay resulted from the restatement of the Company’s consolidated financial statements for prior years, the
Company failed to comply with specific covenants in the related credit agreement and as a result events of default occurred under the
credit agreement. The Company has obtained temporary waivers from the lenders under the credit agreement that will be in effect as
long as there are no additional defaults under the credit agreement, there is no acceleration of the Company’s public debt (described
immediately below), and the Company files its various delayed SEC reports and makes appropriate deliveries of such reports under
the credit agreement and the indenture governing its public debt by specific dates, the latest of which is July 22, 2005. Until such time,
the aggregate of borrowings available under the credit facility is limited to $75 million and borrowings are subject to conditions
relating to, among other things, the Company’s available cash and intended use of the borrowed proceeds. The Company paid
approximately $0.2 million to the lenders for the temporary waivers of the events of default.
The majority of the Company’s debt at December 31, 2003 was $400 million of 9.25% Senior Subordinated Notes due 2011. The
delay in filing required SEC reports during 2004 also caused events of default under the indenture governing these notes. The
Company obtained waivers of the events of default from the noteholders, but such waivers expired on October 31, 2004. The
Company paid a total of $1.0 million to the noteholders for the waivers of the events of default. The noteholders, or the indenture
trustee at the direction of the noteholders, have the right, but are not obligated, to accelerate payment of these notes. Although the
noteholders have not taken any action to accelerate this debt since the waivers expired, the Company cannot predict whether they will
do so in the future. If any such acceleration were to occur, the Company would seek to finance such obligation through other
borrowings.
During December 2003, the Company borrowed $22.9 million from a Belgium bank. This loan bears interest at a rate of LIBOR plus
2.75% and matures in December 2008. In November 2004, the Company refinanced this loan with a Finland bank. The refinanced
loan has an interest rate of LIBOR plus 1.25% and is payable in 48 equal installments beginning in January 2005 and ending
December 2008. Simultaneous to the initial borrowing, the proceeds were loaned by the Company to one of its smelter joint venture
partners. The loan receivable is recorded in Receivable from joint venture partners, bears interest at LIBOR plus 2.75% and matures in
December 2008.
In 2003, the Company entered into two interest rate swap agreements to convert the fixed interest rate on a total of $100 million of the
Company’s 9.25% Senior Subordinated Notes to variable rates of LIBOR plus 4.10% and LIBOR plus 4.39% for the period ending
December 15, 2011. The interest rate swap agreements are designated as fair value hedges.
Capital expenditures in 2003 were $10.9 million, primarily related to ongoing projects to maintain current operating levels and were
funded through cash flows from operations. Capital spending in 2004 was $18.4 million and the Company has budgeted capital
spending of approximately $65 million for 2005.
The Company generated sufficient cash from operations during the last half of 2003 and during all of 2004 to provide for its working
capital, debt service and capital expenditure requirements. The Company believes it will have sufficient cash generated by operations
and available from its credit facility to provide for its working capital, debt service, litigation settlement and capital expenditure
requirements in 2005.
As described above, as a result of the delay in filing required SEC reports, there currently are limitations upon the Company’s ability
to incur additional indebtedness. However, the Company anticipates that it will resolve the existing defaults under the credit facility
and the indenture for the outstanding notes in a manner that will permit it to borrow under the credit facility without such limitations
in the future.
Shareholder Litigation Obligation
As described under “Item 3, Legal Proceedings” in this Annual Report, the Company is a defendant in shareholder class action and
derivative lawsuits alleging securities law violations relating to the decline in the Company’s stock price following the third quarter
2002 earnings announcement. The Company has been
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engaged in mediation sessions with the plaintiffs regarding the shareholder class action and shareholder derivative lawsuits. The
Company anticipates these lawsuits will be resolved during 2005. The Company and the lead plaintiff of the shareholder class action
lawsuits have entered into an “Agreement to Settle Class Action” (Agreement) dated March 7, 2005, which is an agreement in
principle that outlines the general terms of a proposed settlement of these lawsuits subject to the satisfaction of various conditions and
execution of a definitive agreement. Based on the Agreement and the Company’s consideration of the shareholder derivative lawsuits
described above, the Company has recorded a charge to administrative expense and a reserve of $84.5 million at December 31, 2003.
The settlement would be payable $76.0 million in cash and $8.5 million in common stock. Insurance proceeds are expected to be
available for contribution to the resolution of the cases but the Company does not expect these lawsuits to be resolved within the limits
of applicable insurance. Insurance proceeds of approximately $15 million have been received and utilized in 2003, 2004 and 2005 to
cover legal expenses related to these lawsuits. Potential remaining insurance proceeds of up to approximately $30 million may be
available and will be recorded when received.
Contractual Obligations
The Company has entered into contracts with various third parties in the normal course of business that will require future payments.
The following table summarizes the Company’s contractual cash obligations and their expected maturities at December 31, 2003 and
the periods indicated (in thousands).

Total 2004−2005 2006−2007 2008−2009 After 2009

Purchase obligations(1) $ 1,940,307 $ 1,178,052 $ 482,210 $ 280,045 NCD
Long−term debt obligations(2) 422,900 — — 22,900 $ 400,000
Interest payments on debt 300,477 75,791 75,791 74,895 74,000
Operating lease obligations 21,612 8,160 6,074 5,368 2,010
Other long−term liabilities(3) 14,650 2,575 2,750 2,950 6,375

Total $ 2,699,946 $ 1,264,578 $ 566,825 $ 386,158 $ 482,385

(1) The amount for 2004 is the actual payments made for raw material and other contractual obligations purchased during the year. For 2005 through 2009, the raw
material contractual obligations reflect estimated future payments based on committed tons of material per the applicable contract multiplied by the reference/market
price of each metal. The price used in the computation is the average daily price for the last week of December 2004 for each respective metal. Commitments made
under these contracts represent future purchases in line with expected usage. The contractual cash obligations after 2009 are not currently determinable (NCD).

(2) At March 31, 2004, the $400 million of 9.25% Senior Subordinated Notes due 2011 were in default under the indenture governing the notes due to the delay of the
Company in filing its 2003 Form 10−K with the SEC (see Note H to the consolidated financial statements contained in Item 8 of this Annual Report).

(3) Represents future pension and other post−employment benefit payments to comply with funding requirements.

Critical Accounting Policies
The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires the Company’s
management to make estimates and assumptions in certain circumstances that affect amounts reported in the accompanying
consolidated financial statements. In preparing these financial statements, management has made their best estimates and judgments of
certain amounts included in the financial statements related to the critical accounting policies described below. The application of
these critical accounting policies involves the exercise of judgment and use of assumptions as to future uncertainties and, as a result,
actual results could differ from these estimates.
Revenue Recognition — Revenues are recognized when unaffiliated customers take title and assume ownership of products specified
in their purchase agreements, which generally occurs upon shipment of product or usage of consignment inventories.
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Inventories — The Company’s inventories are stated at the lower of cost or market and valued using the first−in, first−out
(FIFO) method. As described further in Note C to the consolidated financial statements contained in Item 8 in this Annual Report,
during 2003 the Company changed its method of accounting for inventories from the last−in, first−out (LIFO) method to the FIFO
method. The cost of the Company’s raw materials fluctuates due to actual or perceived changes in supply and demand of raw
materials, changes in cobalt and nickel reference prices and changes in availability from suppliers. In periods of raw material metal
price declines or declines in the selling prices of the Company’s finished products, inventory carrying values may exceed the amount
the Company could realize on sale, resulting in a lower of cost or market charge. Monthly, the Company evaluates the need for a
lower of cost or market adjustment to inventories based on the end of the month market price.
Long−lived Assets — As a result of the adoption of Statement of Financial Accounting Standard (SFAS) No. 142 on January 1, 2002,
goodwill must be reviewed at least annually for impairment, in accordance with a specified methodology. Further, goodwill,
intangible and other long−lived assets are assessed for impairment whenever events or changes in circumstances indicate that the
carrying value may not be recoverable. The Company generally invests in long−lived assets to secure raw material feedstocks,
produce new products, or increase production capacity or capability. Because market conditions may change, future cash flows may
be difficult to forecast. Furthermore, the assets and related businesses may be in different stages of development. If the Company
determined that the future undiscounted cash flows from these investments were not expected to exceed the carrying value of the
investments, the Company would record an impairment charge. However, determining future cash flows is subject to estimates and
different estimates could yield different results. Additionally, other changes in the estimates and assumptions, including the discount
rate and expected long−term growth rate, which drive the valuation techniques employed to estimate the future cash flows of the these
investments, could change and, therefore, impact the assessments of impairment in the future.
Income Taxes — Deferred income taxes are provided to recognize the effect of temporary differences between financial and tax
reporting. Deferred income taxes are not provided for undistributed earnings of foreign consolidated subsidiaries, to the extent such
earnings are determined to be reinvested for an indefinite period of time. The Company has significant operations outside the United
States, where most of its pre−tax earnings are derived, and in jurisdictions where the statutory tax rate is lower than in the United
States. The Company also has significant cash requirements in the United States to pay interest and principal on borrowings. As a
result, significant tax and treasury planning and analysis of future operations are necessary to determine the proper amounts of tax
assets, liabilities, and tax expense. The Company’s tax assets, liabilities, and tax expense are supported by its best estimates and
assumptions of its global cash requirements, planned dividend repatriations, and expectations of future earnings. Where the Company
has determined that it is more likely than not that deferred tax assets will not be realized, a valuation allowance has been established.
The existing valuation allowance pertains to the deferred tax assets resulting principally from net operating loss carryforwards of
certain subsidiaries in the United States.
Stock Awards Granted to Employees — In December 2002, SFAS No. 148, Accounting for Stock−Based Compensation — Transition
and Disclosure, was issued. SFAS No. 148 amends SFAS No. 123, Accounting for Stock−Based Compensation, to provide alternative
methods of transition when a company voluntarily changes to the fair value based method of recognizing expense in results of
operations for stock−based employee compensation, including stock options granted to employees. Prior to 2003, the Company
accounted for stock−based employee compensation under APB No. 25, Accounting for Stock Issued to Employees, and related
interpretations. Under APB No. 25, compensation expense has been recorded for restricted stock granted to certain executive officers,
but no expense was recorded for stock options granted to employees, as the exercise price of all such options equaled the fair value on
the date of the grant. During the second quarter of 2003, the Company adopted, effective January 1, 2003, the fair value recognition
provisions of SFAS No. 123, Accounting for Stock−Based Compensation. Under the prospective method of adoption selected by the
Company under the provisions of SFAS No. 148, the fair value recognition provisions have been applied to all employee awards
granted, modified or settled after January 1, 2003.
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Derivative Instruments — The Company enters into derivative instruments and hedging activities which are closely monitored and
controlled in order to manage, where possible and economically efficient, commodity price risk for nickel, interest rate risk related to
borrowings, and foreign currency risk associated with manufacturing and sales locations where fluctuations in currency prices may
affect the Company’s operating results.
The Company has certain derivative instruments that are designated as cash flow hedges. For these hedges, the effective portion of the
gain or loss from the financial instrument is initially reported as a component of other comprehensive income (loss) in stockholders’
equity and subsequently reclassified to results of operations when the hedged item affects results of operations. Any ineffective
portions of the cash flow hedges are recognized immediately in results of operations.
The gain or loss related to financial instruments that are not designated as hedges are recognized immediately in results of operations.
These instruments are entered into to economically hedge certain movements in metal prices.
During 2003, the Company entered into interest rate swap agreements that are designated as fair value hedges. For these hedges,
changes in the fair value of both the hedging instruments and the underlying debt obligations are immediately recognized in earnings
as equal and offsetting gains and losses in the interest expense component of the statement of operations. All fair value hedges are
100% effective and therefore, there is no impact on earnings due to hedge ineffectiveness.
Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Quantitative and Qualitative Disclosures About Market Risk
The Company, as a result of its global operating and financing activities, is exposed to changes in metal prices, interest rates and
foreign currency exchange rates which may adversely affect its results of operations and financial position. In seeking to minimize the
risks and/or costs associated with such activities, the Company manages exposures to changes in metal prices, interest rates and
foreign currency exchange rates through its regular operating and financing activities, which include the use of derivative instruments.
The primary raw materials used by the Company in manufacturing its products are cobalt and nickel. The Company’s supply of cobalt
has historically been sourced from the Democratic Republic of Congo (DRC), Australia and Finland. Although the Company has
never experienced a significant shortage of cobalt raw material, production problems and political and civil instability in certain
supplier countries may in the future affect the supply and market price of cobalt raw materials. Nickel historically has been sourced
from Australia, Finland and Brazil. The Company does not anticipate any substantial interruption in its raw materials supply that
would have a material adverse effect on the Company’s operations; however, a significant long−term nickel contract expires in 2005,
and there is no assurance that the Company will be able to obtain as much nickel from other sources as would be necessary to satisfy
the Company’s requirements or at prices comparable to its current arrangements. However, the Company is actively pursuing a variety
of feed sources to ensure that the Company does not experience any material shortage of nickel over the next several years.
The Company also attempts to mitigate changes in prices and availability by maintaining adequate inventory levels and long−term
supply relationships with a variety of producers. The cost of raw materials fluctuates due to both actual and perceived changes in
supply and demand of raw materials, changes in cobalt reference prices and nickel LME market prices and changes in availability
from suppliers. Generally, the Company is able to pass through to its customers increases and decreases in raw material prices by
increasing or decreasing, respectively, the prices of its products. The degree of profitability of the Company principally depends on the
Company’s ability to maintain the differential between its product prices and product costs. During periods of rapidly changing metal
prices, however, there may be price lags that can impact the short−term profitability of the Company both positively and negatively.
Reductions in the price of raw materials or the selling prices of the Company’s finished products could also result in the Company’s
inventory carrying value being written down to a lower market value, or result in a reduction in its gross profit from historical levels.
The Company also undertakes to minimize the effect on profitability of changes in the market price of nickel through hedging
activities. The
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Company enters into forward contracts to hedge the purchase of nickel raw material and the sale of nickel products.
The Company is exposed to interest rate risk primarily through its borrowing activities. The Company predominantly utilizes
U.S. dollar denominated borrowings to fund its working capital and investment needs. The majority of the Company’s borrowings are
in fixed rate instruments. The Company enters into interest rate swap agreements to convert a portion of the fixed rate instruments to
variable rate contracts. There is an inherent rollover risk for borrowings as they mature and are renewed at current market rates. The
extent of this risk is not quantifiable or predictable because of the variability of future interest rates and business financing
requirements (see Note H to the consolidated financial statements contained in Item 8 of this Annual Report). The following table
presents principal cash flows and related weighted−average interest rates by expected maturity dates of the Company’s long
term−debt.

December 31, 2003
There− Fair

2004 2005 2006 2007 2008 after Total Value
(Thousands of dollars)
Long−term debt, including current portion

Fixed rate(1) — — — — — $ 400,000 $ 400,000 $ 416,000
Average interest rate 9.25%
Variable rate — — — — $ 22,900 — $ 22,900 $ 22,900
Average interest rate 3.91%

December 31, 2002
There− Fair

2003 2004 2005 2006 2007 after Total Value
(Thousands of dollars)
Long−term debt, including current
portion

Fixed rate — — — — — $ 400,000 $ 400,000 $ 225,000
Average interest rate 9.25%
Variable rate $ 6,750 $ 7,000 $ 7,000 $ 773,650 $ — $ — $ 794,400 $ 794,400
Average interest rate 6.8% 6.8% 6.8% 6.7%

(1) At March 31, 2004, the $400 million of 9.25% Senior Subordinated Notes due 2011 were in default under the indenture governing the notes due to the delay of the
Company in filing its 2003 Form 10−K with the SEC (see Note H to the consolidated financial statements contained in Item 8 of this Annual Report).

In 2003, all variable rate debt outstanding at December 31, 2002 was repaid.
In addition to the United States, the Company has manufacturing and other facilities in Africa, Canada, Europe and Asia−Pacific, and
markets its products worldwide. Although most of the Company’s raw material purchases and product sales are based on the
U.S. dollar, prices of certain raw materials, liabilities for non−U.S. operating expenses and income taxes are denominated in local
currencies. As such, in periods when certain currencies (particularly the euro) strengthen against the U.S. dollar, the Company’s
results of operations are negatively impacted. In addition, fluctuations in exchange rates may affect product demand and may
adversely affect the profitability in U.S. dollars of products provided by the Company in foreign markets where payments for its
products are made in local currency. Accordingly, fluctuations in currency prices may affect the Company’s operating results.
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Item 8. Financial Statements and Supplementary Data
Report of Independent Registered Public Accounting Firm
Board of Directors and Stockholders
OM Group, Inc.
We have audited the accompanying consolidated balance sheets of OM Group, Inc. and subsidiaries as of December 31, 2003 and
2002, and the related statements of consolidated operations, stockholders’ equity, and cash flows for each of the three years in the
period ended December 31, 2003. Our audits also included the financial statement schedule listed in the index at Item 15. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.
We conducted our audits in accordance with auditing standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management as
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
OM Group, Inc. and subsidiaries at December 31, 2003 and 2002, and the consolidated results of their operations and their cash flows
for each of the three years in the period ended December 31, 2003, in conformity with U.S. generally accepted accounting principles.
Also, in our opinion, the related financial statement schedule, when considered in relation to the basic financial statements taken as a
whole, presents fairly in all material respects the information set forth therein.
As discussed in Note B to the consolidated financial statements, the Company restated its 2002 and 2001 financial statements.
As discussed in Note C to the consolidated financial statements, the Company has given retroactive effect to a change in the method of
accounting for certain inventory from the last−in, first−out (LIFO) method to the first−in, first−out (FIFO) method.
As discussed in Note A to the consolidated financial statements, the Company adopted the provisions of Statement of Financial
Accounting Standards (SFAS) No. 123, Accounting for Stock−Based Compensation as of January 1, 2003, SFAS No. 142, Goodwill
and Other Intangible Assets, and SFAS No. 144, Accounting for the Impairment or Disposal of Long−Lived Assets, as of January 1,
2002.

Cleveland, Ohio
March 28, 2005
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Consolidated Balance Sheets
December 31

Restated

2003 2002
(Thousands of dollars, except share data)
Assets
Current assets:

Cash and cash equivalents $ 54,719 $ 12,470
Accounts receivable, less allowance of $2,022 in 2003 and $2,415 in 2002 136,700 100,226
Inventories 269,201 211,987
Advances to suppliers 19,400 7,128
Other 45,669 44,420

Total current assets 525,689 376,231
Property, plant and equipment, at cost

Land 5,511 5,410
Buildings and improvements 157,738 156,095
Machinery and equipment 470,435 466,508
Furniture and fixtures 16,287 18,189

649,971 646,202
Less accumulated depreciation 238,611 203,200

411,360 443,002
Other assets:

Goodwill 178,678 174,899
Receivables from joint venture partners 51,187 32,070
Other 44,524 54,644
Assets of discontinued operations — 1,024,461

Total assets $ 1,211,438 $ 2,105,307

Liabilities and stockholders’ equity
Current liabilities:

Current portion of long−term debt $ — $ 6,750
Accounts payable 136,190 99,955
Accrued employee costs 15,623 7,724
Accrued restructuring costs 4,545 7,813
Retained liabilities of businesses sold 41,654 —
Accrued interest 1,896 10,346
Other 45,218 39,727

Total current liabilities 245,126 172,315
Long−term debt 430,466 1,195,637
Deferred income taxes 29,042 15,021
Shareholder litigation accrual 84,500 —
Minority interests 42,726 43,940
Other 29,126 26,028
Liabilities of discontinued operations — 371,526

Stockholders’ equity:
Preferred stock, $.01 per value:

Authorized 2,000,000 shares, no shares issued or outstanding
Common stock, $.01 par value:

Authorized 60,000,000 shares; issued 28,494,098 shares in 2003 and
28,466,025 shares in 2002 285 284

Capital in excess of par value 495,107 494,546
Retained deficit (160,724) (244,388)
Treasury stock (14,025 shares in 2003 and 2002, at cost) (710) (710)
Accumulated other comprehensive income 17,086 34,058
Unearned compensation (592) (2,950)

Total stockholders’ equity 350,452 280,840

Total liabilities and stockholders’ equity $ 1,211,438 $ 2,105,307

See accompanying notes to consolidated financial statements.
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Statements of Consolidated Operations
Year Ended December 31

Restated

2003 2002 2001
(Thousands of dollars, except per share data)

Net sales $ 912,145 $ 738,928 $ 681,557
Cost of products sold 732,148 690,854 577,988

179,997 48,074 103,569
Selling, general and administrative expenses 197,023 136,022 81,279

Income (loss) from operations (17,026) (87,948) 22,290
Other income (expense):
Interest expense (41,052) (39,690) (35,135)
Foreign exchange gain (loss) 3,023 (6,517) (1,425)
Investment and other income, net 12,392 1,616 49

Other income (expense) (25,637) (44,591) (36,511)

Loss from continuing operations before income taxes and minority
interest losses (42,663) (132,539) (14,221)
Income tax expense (benefit) 14,534 (13,591) 129
Minority interest losses (914) (8,215) (1,245)

Loss from continuing operations (56,283) (110,733) (13,105)
Discontinued operations:
Income (loss) from operations, net of tax 8,199 (98,023) (22,059)
Gain on disposal of Precious Metals Group, net of tax 131,748 — —

Income (loss) from discontinued operations, net of tax 139,947 (98,023) (22,059)

Net income (loss) $ 83,664 $ (208,756) $ (35,164)

Basic earnings (loss) per common share:
Continuing operations $ (1.99) (3.95) (0.55)
Discontinued operations 4.94 (3.50) (0.91)

Net income (loss) $ 2.95 $ (7.45) $ (1.46)

Diluted earnings (loss) per common share:
Continuing operations $ (1.99) (3.95) (0.55)
Discontinued operations 4.94 (3.50) (0.91)

Net income (loss) $ 2.95 $ (7.45) $ (1.46)

Cash dividends paid per common share $ — $ 0.42 $ 0.52

See accompanying notes to consolidated financial statements.
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Statements of Consolidated Cash Flows
Year Ended December 31

Restated

2003 2002 2001
(Thousands of dollars)

Operating activities
Loss from continuing operations $ (56,283) $ (110,733) $ (13,105)
Adjustments to reconcile net loss to net cash provided by operating
activities:

Depreciation and amortization 56,442 50,131 43,750
Foreign exchange (gain) loss (3,023) 6,517 1,425
Restructuring charges, less cash spent 7,678 78,695 —
Deferred income taxes 25,923 (20,553) (1,532)
Minority interest losses (914) (8,215) (1,245)

Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable (37,681) (12,658) 38,081
Increase in inventories (58,128) (15,412) (4,822)
(Increase) decrease in advances to suppliers (12,272) 288 (365)
Increase (decrease) in accounts payable 36,235 13,029 (8,054)
Increase in shareholder litigation accrual 84,500 — —
Other, net (14,212) 18,310 (48,044)

Net cash provided by (used in) operating activities 28,265 (601) 6,089
Investing activities
Expenditures for property, plant and equipment, net (10,910) (61,510) (76,770)
Acquisitions of businesses — net of cash acquired (11,151) (13,275) (1,124,944)
Proceeds from sales of businesses 871,281 4,000 525,473
Investment in Australian nickel company — (3,566) —

Net cash provided by (used in) investing activities 849,220 (74,351) (676,241)
Financing activities
Long−term borrowings 22,919 99,910 1,648,751
Payments of long−term debt (794,400) (226,205) (900,000)
Proceeds from exercise of stock options 406 3,808 6,433
Proceeds from sale of common shares — 226,205 —
Dividend payments — (11,899) (12,494)
Purchase of treasury stock — — (5,331)

Net cash (used in) provided by financing activities (771,075) 91,819 737,359
Effect of exchange rate changes on cash and cash equivalents 6,238 1,092 (647)

Cash provided by (used in) continuing operations 112,648 17,959 66,560
Cash used in discontinued operations (70,399) (25,046) (59,722)

Increase (decrease) in cash and cash equivalents 42,249 (7,087) 6,838
Cash and cash equivalents at beginning of year 12,470 19,557 12,719

Cash and cash equivalents at end of year $ 54,719 $ 12,470 $ 19,557

See accompanying notes to consolidated financial statements
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Capital Accumulated

Common Stock in Excess Retained Other
of Par Earnings Treasury Comprehensive Unearned

Shares Dollars Value (Deficit) Stock Income
(Loss) Compensation Total

(Dollars in thousands)
Balance at January 1,
2001, as originally
reported 23,974 $ 240 $ 258,913 $ 256,183 $ (4,853) $ (3,967) $ (386) $ 506,130
Restatement
adjustments — — (400) (176,888) — 477 — (176,811)

Balance at January 1,
2001 23,974 240 258,513 79,295 (4,853) (3,490) (386) 329,319
Change in accounting
method from LIFO to
FIFO — — — (51,736) — — — (51,736)

Balance at January 1,
2001, as restated 23,974 240 258,513 27,559 (4,853) (3,490) (386) 277,583
Other comprehensive
loss:

Net loss — — — (35,164) — — — (35,164)
Unrealized losses on
marketable securities — — — — — 1,243 — 1,243
Unrealized gains and
losses, net on
effective portion of
cash flow hedges — — — — — (1,019) — (1,019)
Minimum pension
liability adjustment — — — — — (5,331) — (5,331)
Foreign currency
translation
adjustment — — — — — (5,775) — (5,775)

Total other
comprehensive loss — — — — — — — (46,046)
Dividends paid — — — (12,494) — — — (12,494)
Exercise of employee
stock options 184 2 — (3,634) 10,065 — — 6,433
Restricted stock grants 65 — 3,848 — — — (3,848) —
Restricted stock
compensation — — — — — — 297 297
Treasury stock
purchased — — — — (5,331) — — (5,331)
Non−employee
directors’ compensation — — 153 — — — — 153

Balance at
December 31, 2001, as
restated 24,223 242 262,514 (23,733) (119) (14,372) (3,937) 220,595
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Capital Accumulated

Common Stock in Excess Retained Other
of Par Earnings Treasury Comprehensive Unearned

Shares Dollars Value (Deficit) Stock Income
(Loss) Compensation Total

(Dollars in thousands)
Other comprehensive
loss:

Net loss — — — (208,756) — — — (208,756)
Unrealized losses on
marketable securities — — — — — (1,243) — (1,243)
Unrealized gains and
losses, net on
effective portion of
cash flow hedges — — — — — 1,860 — 1,860
Minimum pension
liability adjustment — — — — — (5,783) — (5,783)
Foreign currency
translation adjustment — — — — — 53,596 — 53,596

Total other
comprehensive loss — — — — — — — (160,326)
Dividends paid — — — (11,899) — — — (11,899)
Exercise of employee
stock options 183 2 3,806 — — — — 3,808
Restricted stock grants 31 — 1,883 — — — (1,883) —
Restricted stock
forfeitures (10) — — — (591) — 591 —
Restricted stock
compensation — — — — — — 2,279 2,279
Non−employee
directors’ compensation — — 178 — — — — 178
Sale of common stock 4,025 40 226,165 — — — — 226,205

Balance at
December 31, 2002, as
restated 28,452 284 494,546 (244,388) (710) 34,058 (2,950) 280,840
Other comprehensive
income:

Net income — — — 83,664 — — — 83,664
Unrealized gains
and losses, net on
effective portion of
cash flow hedges — — — — — 5,848 — 5,848
Minimum pension
liability adjustment — — — — — 4,108 — 4,108
Foreign currency
translation
adjustment — — — — — (26,928) — (26,928)

Total other
comprehensive income — — — — — — — 66,692
Exercise of employee
stock options 28 1 536 — — — — 537
Restricted stock
compensation — — — — — — 2,358 2,358
Non−employee
directors’
compensation — — 25 — — — — 25

Balance at
December 31, 2003 28,480 $ 285 $ 495,107 $ (160,724) $ (710) $ 17,086 $ (592) $ 350,452

See accompanying notes to consolidated financial statements
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OM Group, Inc. and Subsidiaries
(Amounts related to 2002 and 2001 have been restated)
A. Significant Accounting Policies
Principles of Consolidation — The consolidated financial statements include the accounts of OM Group, Inc. (the Company) and its
subsidiaries. Intercompany accounts and transactions have been eliminated in consolidation. The Company has a 55% interest in a
cobalt smelter joint venture in the Democratic Republic of Congo (DRC). The joint venture is consolidated because the Company
controls the joint venture. Minority interest is recorded for the remaining 45% interest. The Company has a 20% interest in an
Australian nickel company that is accounted for by the equity method. The investment is included in Other assets on the Consolidated
Balance Sheets, and equity income/loss is included in Investment and other income, net on the Statements of Consolidated Operations.
Unless otherwise indicated, all disclosures and amounts in the Notes to Consolidated Financial Statements relate to the Company’s
continuing operations.
In the fourth quarter of 2003, the Company adopted Financial Accounting Standards Board Interpretation (FIN) No. 46, Consolidation
of Variable Interest Entities. The adoption of FIN No. 46 had no effect on the Company’s financial statements, as the Company does
not have off−balance sheet arrangements, financings or other relationships with unconsolidated entities or other persons known as
“special purpose entities” (SPE’s).
Cash Equivalents — All highly liquid investments with a maturity of three months or less when purchased are considered to be cash
equivalents.
Revenue Recognition — Revenues are recognized when unaffiliated customers take title and assume ownership of products specified
in their purchase agreements which generally occurs upon shipment of product or usage of consignment inventories.
Cost of Products Sold — Shipping and handling costs are included in cost of products sold.
Concentrations of Credit Risk — Concentration of credit risk in accounts receivable is limited due to the large number of customers.
The Company does not require collateral from its customers. One customer’s receivable balance at December 31, 2003 and 2002 was
$11.6 million and $4.5 million, respectively.
Allowance for Doubtful Accounts — The Company has recorded an allowance for doubtful accounts to reduce accounts receivable to
their net realizable value. The allowance was based upon an analysis of historical bad debts, a review of the aging of accounts
receivable and the current creditworthiness of customers. Bad debt expense is included in selling, general and administrative expenses
and amounted to $1.2 million, $1.0 million and $1.6 million in 2003, 2002 and 2001, respectively.
Inventories — Inventories are stated at the lower of cost or market and valued using the first−in, first−out (FIFO) method. As
described more fully in Note C, in 2003 the Company changed from the last−in, first−out (LIFO) method to the FIFO method of
accounting for inventories. The cost of the Company’s raw materials fluctuates due to actual or perceived changes in supply and
demand of raw materials, changes in cobalt and nickel reference prices and changes in availability from suppliers. Monthly, the
Company evaluates the need for a lower of cost or market adjustment to inventories based on the end of the month market price.
Receivables from Joint Venture Partners and Minority Interests — In 2001 and prior years, the Company financed the capital
contribution for the 20% minority shareholder in its joint venture in the DRC. At December 31, 2003, the receivable from this partner
was $21.8 million and such amount was repaid in 2004.
In 2001 and 2002, the Company refinanced a portion ($6.5 million) of the capital contribution for the 25% minority shareholder in its
joint venture in the DRC. In December 2003, the Company refinanced an additional $22.9 million of the capital contribution for this
partner. At December 31, 2003, the receivables from this partner
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were $29.4 million. The receivables bear interest at 3.7% and are secured by the partner’s interest ($23.7 million at December 31,
2003) in the joint venture and are due in full on December 31, 2008 ($22.9 million) and December 31, 2010 ($6.5 million). Dividends
paid by the joint venture, if any, first serve to reduce the Company’s receivable before any amounts are remitted to the joint venture
partner.
Advances to Suppliers — Advances to suppliers represent payments to raw material suppliers under certain raw material purchase
agreements that require the Company to make payment prior to title and risk of loss of the material transferring to the Company.
When title and risk of loss transfer to the Company, which generally occurs upon receipt of the material at the Company’s
manufacturing location, the amount is reclassified to inventories.
Depreciation and Amortization — Property, plant and equipment is recorded at historical cost less accumulated depreciation.
Depreciation of plant and equipment is provided by the straight−line method over the useful lives of approximately 30 years for
buildings, 3 to 15 years for equipment and 5 years for leasehold improvements. Finite lived intangible assets, principally patents,
trademarks, acquired technology and capitalized software, are being amortized by the straight−line method over 5 to 17 years.
Effective January 1, 2002, the Company adopted Statement of Financial Accounting Standard (SFAS) No. 144 Accounting for the
Impairment or Disposal of Long−Lived Assets. The Statement addresses the conditions under which an impairment charge should be
recorded related to long−lived assets to be held and used, except goodwill, and those to be disposed of by sale or otherwise.
Long−lived assets, except goodwill, are reviewed for impairment whenever events or changes in circumstances indicate the carrying
amount may not be recoverable. Events or circumstances that would result in an impairment review primarily include operating losses,
a significant change in the use of an asset, or the planned disposal or sale of the asset. The asset would be considered impaired when
the future net undiscounted cash flows generated by the asset are less than its carrying value. An impairment loss would be recognized
based on the amount by which the carrying value of the asset exceeds its fair value. The Statement also extends the reporting of a
discontinued operation to a “component of an entity.” The adoption of this Statement resulted in the classification of certain
manufacturing facilities and businesses to discontinued operations in 2002 (see Note D).
Goodwill — Effective January 1, 2002, the Company adopted SFAS No. 142 Goodwill and Other Intangible Assets as described in
Note G. Upon adoption, the Company ceased the amortization of goodwill recorded in connection with previous business acquisitions.
SFAS No. 142 changes the accounting for goodwill and indefinite life intangible assets from an amortization to a non−amortization
approach requiring periodic testing for impairment of the asset. During the second quarter of 2002, the Company completed the initial
impairment test for goodwill as of January 1, 2002 and determined that no impairment of goodwill existed as of that date. During the
fourth quarters of 2003 and 2002, the Company completed the required annual impairment test and determined that the fair value of
goodwill exceeded its carrying value. As described further in Note B, in connection with the restatement, the goodwill impairment
charge of $30.2 million originally recorded as of December 31, 2002 has been reversed. At December 31, 2002, goodwill of
approximately $5 million was allocated to discontinued operations, based upon the fair value of the Company’s copper powders
business (which was sold in April 2003) compared to the overall fair value of the reporting unit.
Retained Liabilities of Businesses Sold — Retained liabilities of businesses sold include obligations of the Company related to its
former Precious Metals Group (PMG), which was sold on July 31, 2003 (see Note D). Under terms of the sale agreement, the
Company will reimburse the buyer of this business for certain items that will become due and payable by the buyer subsequent to the
sale date. Such items are primarily comprised of income taxes payable related to periods during which the Company owned PMG, and
the portion of 2003 bonuses earned by PMG employees prior to August 1, 2003 that were paid by the seller in 2004 but earned prior to
the sale date.
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Research and Development — Research and development costs are charged to operations when incurred, are included in selling,
general and administrative expenses and amounted to $10.0 million, $13.6 million and $10.3 million in 2003, 2002 and 2001,
respectively.
Repairs and Maintenance — The Company expenses repairs and maintenance costs, including periodic maintenance shutdowns at its
manufacturing facilities, when incurred.
Income Taxes — Deferred income taxes are provided to recognize the effect of temporary differences between financial and tax
reporting. Deferred income taxes are not provided for undistributed earnings of foreign consolidated subsidiaries, to the extent such
earnings are reinvested for an indefinite period of time.
Foreign Currency Translation — The functional currency for the Company’s Finnish subsidiaries and related African operations is the
U.S. dollar since a majority of their purchases and sales are denominated in U.S. dollars. Accordingly, foreign currency exchange
gains and losses related to assets, liabilities and transactions denominated in other currencies (principally the euro) are included in
results of operations. The Company enters into forward contracts to partially hedge its balance sheet exposure to other currencies and,
accordingly, gains and losses related to the forward contracts are also included in results of operations.
The functional currency for the Company’s other subsidiaries outside of the United States is the applicable local currency. For those
operations, financial statements are translated into U.S. dollars at year−end exchange rates as to assets and liabilities and weighted
average exchange rates as to revenues and expenses. The resulting translation adjustments are recorded as a component of other
comprehensive income in stockholders’ equity.
Derivative Instruments — The Company enters into derivative instruments and hedging activities to manage, where possible and
economically efficient, commodity price risk for nickel, interest rate risk related to borrowings, and foreign currency risk. The use of
forward and future contracts to hedge nickel price risk is discussed in Note I. The use of interest rate swaps to hedge interest rate risk
on the Company’s debt is discussed in Note H. The use of foreign exchange contracts to hedge foreign currency risk is also discussed
in Note H.
During 2003, the Company entered into interest rate swap agreements that are designated as fair value hedges. For these hedges,
changes in the fair value of both the hedging instruments and the underlying debt obligations are immediately recognized in earnings
as equal and offsetting gains and losses in interest expense. All fair value hedges are 100% effective and therefore, there is no impact
to earnings.
The Company has certain derivative instruments that are designated as cash flow hedges. For these hedges, the effective portion of the
gain or loss from the financial instrument is initially reported as a component of other comprehensive income (loss) in stockholders’
equity and subsequently reclassified to results of operations when the hedged item affects results of operations. Any ineffective
portions of such cash flow hedges are recognized immediately in results of operations.
The gain or loss related to financial instruments that are not designated as hedges are recognized immediately in results of operations.
These instruments are entered into to economically hedge certain movements in the price of nickel.
Stock Options and Compensation Plans — The Company grants stock options for a fixed number of shares to certain employees with
an exercise price equal to the fair value of the shares at the date of grant and accounts for stock options using the fair value method.
In December 2002, SFAS No. 148, Accounting for Stock−Based Compensation — Transition and Disclosure, was issued.
SFAS No. 148 amends SFAS No. 123, Accounting for Stock−Based Compensation, to provide alternative methods of transition when
a company voluntarily changes to the fair value based method. Prior to 2003, the Company accounted for stock−based employee
compensation under APB No. 25, Accounting for Stock Issued to Employees, and related interpretations. Under APB 25, compensation
expense has been recorded for restricted
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stock granted to certain executive officers, but no expense was recorded for stock options granted to employees, as the exercise price
of all such options equaled the market price of the common stock on the date of the grant. During the second quarter of 2003, the
Company adopted, effective January 1, 2003, the fair value recognition provisions of SFAS No. 123. Under the fair value method, the
fair value recognition provisions have been applied to all employee awards granted, modified or settled after January 1, 2003.
Accordingly, net income for 2003 includes compensation expense for stock options granted to employees in November 2003 of
$0.1 million.
If the Company had elected to adopt the provisions of SFAS No. 123 and thereby record compensation expense related to employee
stock compensation awards prior to January 1, 2003, pro forma results of operations would have been as follows (in thousands, except
share data).

Year Ended December 31

Restated

2003 2002 2001

Net loss from continuing operations $ (56,283) $ (110,733) $ (13,105)
Add: Stock−based employee compensation expense included in net
loss from continuing operations, net of tax 2,476 2,431 3,339
Deduct: Total stock−based employee compensation expense using
the fair value method for all awards, net of tax (2,662) (5,464) (3,768)

Pro forma loss from continuing operations $ (56,469) $ (113,766) $ (13,534)

Basic loss from continuing operations:
As reported $ (1.99) $ (3.95) $ (0.55)

Pro forma $ (1.99) $ (4.06) $ (0.56)

Diluted loss from continuing operations:
As reported $ (1.99) $ (3.95) $ (0.55)

Pro forma $ (1.99) $ (4.06) $ (0.56)

Pro forma information regarding loss and loss per share from continuing operations is required by SFAS No. 123, and has been
determined as if the Company had accounted for its employee and non−employee stock options under the fair value method of that
Statement. The fair value of these options was estimated at the date of grant using a Black−Scholes options pricing model with the
following weighted−average assumptions:

Year Ended
December 31

2003 2002 2001

Risk−free interest rate 3.2% 2.7% 4.3%
Dividend yield — — 1.2%
Volatility factor of Company common stock .42 .67 .24
Weighted−average expected option life (years) 5 5 5

During April 2002, the Company granted 28,000 shares of restricted stock to its former Chief Financial Officer. The restricted shares
were scheduled to vest in increments of 4,000 shares from April 30, 2003 to April 30, 2009. The market value of the restricted stock
award was $1.9 million and was recorded in unearned compensation in stockholders’ equity. On July 31, 2003, in connection with the
sale of PMG, the compensation committee of the Board of Directors approved accelerated vesting of these restricted shares resulting
in compensation expense of $1.6 million.
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During 2001, the Company granted 65,000 shares of restricted stock to certain executive officers. The restricted shares vest in equal
increments on December 31, 2002, 2003 and 2004. The market value of the restricted stock awards was $3.8 million and has been
recorded as a separate component of stockholders’ equity at December 31, 2002. During 2002, 10,000 shares of these restricted stock
grants were forfeited.
Results of operations include compensation expense (after−tax) related to restricted stock grants of $1.6 million, $1.5 million and
$0.2 million in 2003, 2002 and 2001, respectively.
Non−employee members of the Board of Directors are eligible to receive their annual retainer in the form of cash, stock options, or
restricted stock. If stock options or restricted stock are elected, the acquisition price is 75% of the fair market value of the common
stock and directors’ cash compensation is utilized to acquire the options or restricted stock. Also, directors electing to receive
restricted stock receive additional restricted stock equal to 5% of their applied cash compensation. Accordingly, compensation
expense is recognized for stock option and restricted stock grants elected by eligible directors.
Use of Estimates — The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires
management to make estimates and assumptions in certain circumstances that affect the amounts reported in the accompanying
consolidated financial statements and notes. Actual results could differ from these estimates.
B. Restatement
The consolidated financial statements have been restated to reflect adjustments to the financial information previously reported on
Form 10−K for the years ended December 31, 2002 and 2001. The Company’s 2003 and 2002 quarterly financial information (see
Note U) has also been restated to reflect adjustments to the Company’s previously reported financial information on Form  10−Q for
the quarter ended September 30, 2003 and on Form 10−Q/A for the quarters ended June 30, 2003 and March 31, 2003. The
restatement also affects periods prior to 2001. The restatement adjustments reduced previously reported retained earnings as of
September 30, 2003 by $64.0 million. This restatement information is presented before the Company’s change from the LIFO to the
FIFO method of valuing inventory as described in Note C. A summary of the impact of the restatement follows (in millions):
Increase in net income for the nine months ended September 30, 2003 $ 111.3
Increase in 2002 net income 125.1
Decrease in 2001 net income (123.5)
Decrease in net income for years prior to 2001 (176.9)

Cumulative net decrease in previously reported retained earnings at September 30, 2003 $ (64.0)

The following discussion focuses on the years ended December 31, 2002 and 2001, and the years prior to 2001. Quarterly impacts are
discussed in Note U.

37



Table of Contents

Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued
Overall Impact on Previously Filed Consolidated Financial Statements
The overall effect of restatement adjustments on the Company’s previously issued Statements of Consolidated Operations is as
follows (in millions, except share data).

Year Ended
December 31

2002 2001 Pre−2001 Total

Net income (loss) as originally reported $ (327.9) $ 75.6
Pre−tax adjustments — continuing operations

Adjustments Resulting From the Audit Committee
Investigation 56.3 (21.5) $ (85.0) $ (50.2)
Adjustments Resulting From Procedures Subsequent to the
Audit Committee Investigation 16.5 (5.6) (62.8) (51.9)
Lower of Cost or Market Adjustments 66.6 (99.0) (34.0) (66.4)

Subtotal of adjustments 139.4 (126.1) (181.8) (168.5)
Tax effect/adjustments (16.0) 33.7 36.5 54.2

Adjustments related to continuing operations 123.4 (92.4) (145.3) (114.3)
Adjustments related to discontinued operations 1.7 (31.1) (31.6) (61.0)

Total adjustments, net of tax 125.1 (123.5) $ (176.9) $ (175.3)

Net loss, as restated $ (202.8) $ (47.8)

Net income (loss) per common share — basic:
As originally reported $ (11.69) $ 3.15
As restated $ (7.24) $ (1.99)

Net income (loss) per common share — diluted:
As originally reported $ (11.69) $ 3.09
As restated $ (7.24) $ (1.99)

The restatement initially arose from an independent investigation conducted by the audit committee of the Company’s Board of
Directors related to certain inventory accounting issues. The investigation, which commenced in December 2003, was conducted with
the assistance of outside legal counsel and forensic accountants, and involved an extensive examination of the Company’s systems and
procedures for valuing and reporting assets, liabilities and results of operations in the consolidated financial statements. The
investigation included the review of accounting records, supporting documentation and e−mail communications, as well as interviews
with numerous current and former employees.
A primary focus of the investigation was adjustments made by or directed to be made by certain former Corporate accounting
personnel as part of the financial statement close process, after financial results were submitted to Corporate from the operating units
(“top−side adjustments”). As a result of the investigation, the Company concluded that many of these top−side adjustments were not
appropriate. The inappropriate adjustments and the impact of the restatement correcting entries are described more fully below under
the caption “Adjustments Resulting from the Audit Committee Investigation.” The Company is cooperating with the SEC’s Division
of Enforcement in its review of the findings of the audit committee with respect to evidence of accounting irregularities by former
employees. The audit committee investigation concluded there was no evidence of wrongdoing by current employees.
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In connection with the restatement process, including expanded audit procedures at a number of locations worldwide, additional
adjustments were identified. These adjustments are described below under the caption “Adjustments Resulting From Procedures
Subsequent to the Audit Committee Investigation.”
In late 2003 and throughout the first nine months of 2004, the Company addressed comments from the SEC’s Division of Corporation
Finance on periodic reports previously filed with the SEC. One of these comments challenged the Company’s methodology used to
compute the lower of cost or market value of its inventory. As a result of this process, the Company revised its methodology to base
its lower of cost or market computations using end of period market prices (as opposed to projected market prices), resulting in
adjustments to amounts previously reported. The impact of this revision is included in the above table under the description “Lower of
Cost or Market Adjustments.”
Adjustments Resulting From the Audit Committee Investigation
A summary of the pre−tax income effect on continuing operations resulting from the audit committee investigation follows (in
millions):

Increase (decrease) pre−tax income

2002 2001 Pre−2001 Total

Inventories/cost of products sold $ 25.5 $ (11.7) $ (37.6) $ (23.8)
Harjavalta purchase accounting/operating expenses (10.8) (5.4) (3.0) (19.2)
Supplier receivables/cost of products sold 14.2 2.7 (24.7) (7.8)
Miscellaneous operating expenses (3.0) (9.1) (18.8) (30.9)
Goodwill impairment charge reversal 30.2 — — 30.2
Other 0.2 2.0 (0.9) 1.3

$ 56.3 $ (21.5) $ (85.0) $ (50.2)

Inventories/cost of products sold
This category includes numerous adjustments to inventory and related accounts that, in the aggregate, understated pre−tax income in
2002 by $25.5 million, and overstated pre−tax income in 2001 by $11.7 million and in years prior to 2001 by $37.6 million. The
adjustments relate to the following issues:

• In connection with the financial statement close process, Corporate accounting capitalized additional overhead costs related to
certain of its operating units. The Company has since concluded that these adjustments, made in 2002 and prior years, were
duplicative of amounts recorded at the operating unit level. These adjustments resulted in an overstatement of inventory at
December 31, 2002 and 2001 of $17.2 million and $27.5 million, respectively. Pre−tax income as originally reported for 2002, 2001
and periods prior to 2001 was overstated/(understated) by $(10.2 million), $8.7 million and $18.8 million, respectively.

• In years prior to 2002, the Company had unsupported amounts of work−in−process inventories and finished goods inventory
in−transit to Company warehouses from its facility in Franklin, Pennsylvania. These issues resulted in an overstatement of inventory
at December 31, 2002 and 2001 of $0 and $10.2 million, respectively. Pre−tax income as originally reported for 2002, 2001 and
periods prior to 2001 was overstated/(understated) by $(10.2 million), $(0.3) million and $10.5 million, respectively.

• The Company determined that there were errors in and unsupported adjustments to the valuation of inventory full absorption at the
Company’s facility in Franklin, Pennsylvania. These errors resulted in an overstatement/ (understatement) of inventory at
December 31, 2002 and 2001 of $(0.8 million) and $1.5 million, respectively. Pre− tax income as originally reported for 2002, 2001
and years prior to 2001 was overstated/(understated) by $(2.3 million), $2.0 million and $(0.5 million), respectively.
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• Corporate accounting previously adjusted the cobalt inventory recovery yields realized from the refining process at its facility in
Kokkola, Finland to estimated or expected recoveries. The Company has since concluded that these adjustments were not
appropriate. These adjustments resulted in an overstatement of inventory at December 31, 2002 and 2001 of $0 million and
$4.9 million, respectively. Pre−tax income as originally reported for 2002, 2001 and years prior to 2001 was overstated/
(understated) by $(4.9 million), $2.6 million and $2.3 million, respectively.

• The Company anticipated a decline in nickel prices in early 2002 and recorded a top−side adjustment to decrease accounts payable
and cost of sales by $3.0 million, as certain of its raw material contracts price in the month after delivery. The Company
subsequently determined that this adjustment was not appropriate. This adjustment resulted in an understatement of accounts payable
at December 31, 2002 of $3.0 million. Pre−tax income as originally reported for 2002 was overstated by $3.0 million.

• Previously reported inventory balances related to the Company’s Franklin facility included estimates for inventory containers,
packaging and lab inventory. The estimates were inaccurate and unsupported. These amounts resulted in an overstatement of
inventory/ other assets at December 31, 2002 and 2001 of $1.4 million and $2.7 million, respectively. Pre−tax income as originally
reported for 2002, 2001 and years prior to 2001 was overstated/ (understated) by $(1.3 million), $0 million and $2.7 million,
respectively.

• The Company identified other inappropriate top−side adjustments to inventory, which resulted in an overstatement of inventory at
December 31, 2002 and 2001 of $2.9 million and $2.5 million, respectively. Pre−tax income as originally reported for 2002, 2001
and years prior to 2001 was overstated/ (understated) by $0.4 million, $(1.3 million), and $3.8 million, respectively.

Harjavalta purchase accounting/operating expenses
• In connection with its acquisition of Harjavalta, the Company established accruals or otherwise charged to goodwill certain amounts

for a future maintenance shut−down; certain environmental and legal issues; a contract assumed in the acquisition which ultimately
required the Company to pay amounts to the seller for operating costs of a nickel mine that the seller owned; and certain inventory
issues. During 2002, 2001 and 2000, the Company incurred operating costs that should have been recorded as period costs in the
Statement of Consolidated Operations, but were instead recorded as part of purchasing accounting, as they did not relate to
conditions that existed at the date of the acquisition or were the result of operating decisions made subsequent to the acquisition date.
The restatement includes these expenses in the consolidated statements of operations, with a corresponding reduction in goodwill.
The amounts in 2002, 2001 and 2000, which resulted in an overstatement of pre−tax income, were $10.8 million, $5.4 million and
$3.0 million, respectively.

Supplier receivables/cost of products sold
• In years prior to 2001, the Company recorded receivables aggregating $26.9 million from three cobalt raw material suppliers. These

receivables were recorded as top−side adjustments by Corporate accounting, on the basis of contractual disputes related to the metal
content of purchased raw materials. The receivables were treated as prepaid inventory representing advance payments for future
inventory shipments. A portion of such prepaid inventory was amortized to cost of sales as the inventory was sold — $1.1 million in
2002, $4.7 million in 2001, and $5.0 million in years prior to 2001. With the Harjavalta acquisition in 2000, $3.0 million was
capitalized as part of the purchase price allocation (i.e., added to goodwill). We have since concluded that the Company waived its
claim to these recoverable amounts in its dispute negotiations with the suppliers, or otherwise did not adequately document its
position to support recording these assets. Accordingly, these amounts should have been charged to expense when the original
inventory was consumed, rather than recorded as prepaid inventory attributable to future shipments. These amounts resulted in an
overstatement of assets at December 31, 2002 and 2001 of $0 million and $14.2 million, respectively. Pre−tax income as originally

40



Table of Contents

Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued

reported for 2002, 2001 and years prior to 2001 was overstated/(understated) by $(14.2 million), $(4.7 million) and $21.9 million,
respectively.

• In 2000, the Company purchased nickel raw material that was off−specification and incurred incremental costs to process this
material to a usable form of approximately $2.0 million in 2001 and $2.8 million in 2000. The combined amount of $4.8 million was
recorded as a receivable from the supplier by Corporate. However, the raw material contract included provisions for financial
remedy for off−specification raw material, and the remedy properly was accounted for at the operating unit level. Therefore, the
$4.8 million recorded at Corporate was duplicative of amounts recorded at the operating unit. This top−side receivable was
reclassified to goodwill in 2002, when the Company acquired an interest in the mine that supplied this raw material. There is no
documentation that this improperly recorded receivable was related to the purchase price for the mine. These amounts resulted in an
overstatement of assets at December 31, 2002 and 2001 of $4.8 million. Pre−tax income as originally reported for 2002, 2001 and
years prior to 2001 was overstated by $0, $2.0 million and $2.8 million, respectively.

Miscellaneous operating expenses
• Corporate accounting made various top−side adjustments in 2002, 2001 and years prior to 2001 to capitalize costs that were

expensed at the operating unit level for certain fixed asset projects, software implementation projects and miscellaneous other assets.
The Company has since concluded that amounts recorded at the operating unit level properly accounted for these expenses, and the
related top−side adjustments (including all corresponding depreciation and amortization of the related assets) should be reversed.
These amounts resulted in an overstatement of assets at December 31, 2002 and 2001 of $22.8 million and $25.2 million,
respectively. Pre−tax income as originally reported for 2002, 2001 and years prior to 2001 was overstated/(understated) by
$(2.4 million), $10.1 million and $15.1 million, respectively.

• In 2002, Corporate accounting recorded a $3.0 million contingent receivable as a top−side adjustment for an engineering design
dispute with a third party related to construction of the Company’s joint venture smelter in the Congo. In July 2003, the Company
settled this dispute and received a cash settlement from the third party. When the settlement was agreed to, the local operating unit
recorded a receivable from the third party. Further, the cash was received and recorded at the operating unit level in 2003.
Considering the amount recorded at the operating unit and by Corporate, the ultimate amount of the settlement was approximately
$3.0 million less than the receivable recorded by the Company. The Company has since concluded that recording a contingent
receivable/gain in 2002 at Corporate for this amount was not supportable based on the facts and circumstances. This adjustment
resulted in an overstatement of assets at December 31, 2002 of $3.0 million, with a corresponding overstatement of 2002 pre−tax
income.

• The Company capitalizes interest on certain fixed asset construction projects. The Company has since concluded that the calculations
were not in accordance with SFAS No. 34, Capitalization of Interest Cost. The Company re−calculated capitalized interest, resulting
in restatement adjustments to correct both the capitalization of interest, and the corresponding depreciation expense. These amounts
resulted in an overstatement of assets at December 31, 2002 and 2001 of $5.1 million and $2.7 million, respectively. Pre−tax income
as originally reported for 2002, 2001 and years prior to 2001 was overstated/(understated) by $2.4 million, $(1.0 million) and
$3.7 million, respectively.

Goodwill impairment charge reversal
• In 2002, the Company computed and recorded a goodwill impairment charge of $30.2 million in connection with the adoption of

FAS No. 142, Goodwill and Other Intangible Assets. As part of the restatement, the Company has re−calculated whether goodwill
was impaired in 2002, after considering the restatement adjustments and their impact on the net book value of the base metals
reporting unit. Based on the revised
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calculation, the Company has concluded that no goodwill impairment existed in 2002, and therefore the impairment charge is being
reversed as part of the restatement.

Adjustments Resulting from Procedures Subsequent to the Audit Committee Investigation
A summary of the pre−tax income effect on continuing operations resulting from procedures subsequent to the audit committee
investigation follows (in millions):

Increase (decrease) pre−tax income

2002 2001 Pre−2001 Total

Harjavalta purchase accounting/cost of products sold — — $ (5.2) $ (5.2)
Harjavalta purchase accounting/depreciation expense $ 1.6 $ 1.6 1.2 4.4
Litigation 2.5 2.0 (4.5) —
Interest receivables 12.0 (5.5) (9.9) (3.4)
Foreign currency remeasurement (4.2) (0.3) (25.5) (30.0)
Derivative accounting 1.3 (1.4) — (0.1)
Intercompany profit elimination 0.4 1.8 (3.7) (1.5)
Other 2.9 (3.8) (15.2) (16.1)

$ 16.5 $ (5.6) $ (62.8) $ (51.9)

Harjavalta purchase accounting/cost of products sold
• The Company determined the fair value of inventory acquired as of the April 4, 2000 acquisition date of Harjavalta was understated

by $32.0 million. At December 31, 2000, $26.8 million should have remained in inventory due to the use of LIFO, and the remaining
$5.2 million should have been charged to cost of products sold. As a result, pre−tax income as originally reported for 2000 was
overstated by $5.2 million.

Harjavalta purchase accounting/depreciation expense
• As a result of the adjustments to the purchase price allocation of Harjavalta, including inventory valuation as described in the

preceding bullet point and the adjustments disclosed in the section above entitled “Harjavalta purchase accounting/ operating
expenses,” the revised computation of goodwill resulted in an excess of fair value of assets acquired over purchase price (i.e.,
negative goodwill) of $32.0 million. Such amount has been applied against the acquired long−term assets, resulting in lower
depreciation expense. As a result of these issues, pre−tax income as originally reported for 2002, 2001 and years prior to 2001 was
overstated/(understated) by $(1.6 million), $(1.6 million) and $(1.2 million), respectively.

Litigation
• In 2000, the Company recorded $4.5 million for anticipated recovery of contributions by the Company to a settlement trust and

related legal fees for product liability litigation. The asset was reduced by $2.0 million in 2001, resulting in a recorded asset of
$2.5 million at December 31, 2001. In December 2002, the $2.5 million balance was written−off. Based on a review of the facts and
circumstances, including a legal judgment against the Company’s position in May 2000, the Company now believes that this asset
should not have been recorded. These amounts resulted in an overstatement of assets at December 31, 2002 and 2001 of $0 million
and $2.5 million, respectively. Pre−tax income as originally reported for 2002, 2001 and years prior to 2001 was
overstated/(understated) by $(2.5 million), $(2.0 million) and $4.5 million, respectively.
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Interest receivables

• During construction of the smelter by the Company’s joint venture in years prior to 2001, the Company advanced $27.6 million to its
joint venture partners. The Company recorded a receivable for such amount. Although there was no agreement between the
Company and the joint venture partners providing for interest on the advance, the Company recorded interest income on the
advances in 2001 and years prior to 2001 of $5.5 million and $9.9 million, respectively. In 2002, the Company established a reserve
of $12.0 million against the interest receivable of $15.4 million. In 2003, the Company finalized a written agreement with one of the
partners, which provided for the Company to receive $6.9 million of interest income. Such interest income, along with the related
advance, were ultimately collected in 2003 and 2004.

In connection with the restatement, the Company concluded that the original interest recorded represented a contingent asset that
should not have been recorded until a written agreement was finalized. Therefore, the interest receivable and the 2002 reserve have
been reversed as part of the restatement adjustments. These amounts resulted in an overstatement of assets at December 31, 2002 and
2001 of $3.4 million and $15.4 million, respectively. Pre−tax income as originally reported for 2002, 2001 and years prior to 2001
was overstated/(understated) by $(12.0 million), $5.5 million and $9.9 million, respectively.

Foreign currency remeasurement
• The Company identified several errors in the foreign currency remeasurement process of the results of operations from its two

subsidiaries in Finland. These entities are US−dollar functional currency entities, as explained more fully in Note A. As a result of
these errors, pre−tax income as originally reported for 2002, 2001 and years prior to 2001 was overstated/(understated) by
$(7.8 million), $0.3 million and $25.5 million, respectively. The Company also identified an additional foreign currency issue related
to one of its foreign holding companies which resulted in an overstatement of pre−tax income in 2002 of $12.0 million, representing
foreign currency exchange gains recorded in the Statements of Consolidated Operations that should have been recorded in
accumulated other comprehensive income.

Derivative accounting
• The Company determined that appropriate hedging documentation as required by SFAS No. 133, Accounting for Derivative

Instruments and Hedging Activities, was not in place at the time certain derivative instruments were executed. As a result, certain
financial instruments should have been marked−to−market through operations. Pre−tax income as originally reported for 2002 and
2001 was overstated/ (understated) by $(1.3 million) and $1.4 million, respectively.

Intercompany profit elimination
• The Company determined that intercompany profit in inventories was not eliminated for US GAAP purposes on certain purchases of

material between its two Finnish operating units. Pre−tax income as originally reported for 2002, 2001 and years prior to 2001 was
overstated/(understated) by $(0.4 million), $(1.8 million) and $3.7 million, respectively.

Other
• Numerous other adjustments have been recorded as part of the restatement. Such adjustments typically represent expenses charged in

a period that should have been taken in an earlier period. As a result of these items, pre−tax income as originally reported for 2002,
2001 and periods prior to 2001, in the aggregate, was overstated/(understated) by $(2.9 million), $3.8 million and $15.2 million,
respectively.
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Restatement Adjustments Related to Discontinued Operations
The Company also identified adjustments related to its discontinued operations. These adjustments correct income from discontinued
operations as originally reported for 2002, 2001 and years prior to 2001 that was overstated/(understated) by $(1.7 million),
$31.1 million and $31.6 million, respectively. These amounts are primarily due to improper inventory valuation at the Company’s
former facilities in St. George, Utah and Midland, Michigan, that were written−off in 2002 upon disposal of such operations; and
errors in the acquired inventory valuation of the Company’s precious metals business.
Restated Balance Sheet (Prior to the Change from LIFO to FIFO)
The following is a comparison of amounts originally reported on the Consolidated Balance Sheet at December 31, 2002 to amounts as
restated at such date. The amounts presented do not reflect the change in accounting for the valuation of inventories described in
Note C.

As Originally As
Reported — Restated —

LIFO Basis(a) LIFO Basis

(Thousands of dollars, except share data)
Assets
Current assets:

Cash and cash equivalents $ 11,650 $ 12,470
Accounts receivable 99,632 100,226
Inventories 304,654 259,958
Other 90,365 51,548

Total current assets 506,301 424,202
Property, plant and equipment, net 505,229 443,002
Other assets:

Goodwill 182,208 174,899
Receivables from joint venture partners 32,070 32,070
Other 66,351 54,644
Assets of discontinued operations 1,046,977 1,024,461

Total assets $ 2,339,136 $ 2,153,278

Liabilities and stockholders’ equity
Current liabilities:

Current portion of long−term debt $ 6,750 $ 6,750
Accounts payable 95,685 99,955
Other accrued expenses 53,518 68,611

Total current liabilities 155,953 175,316
Long−term debt 1,187,650 1,195,637
Deferred income taxes 64,136 12,163
Minority interests and other long−term liabilities 64,820 69,968
Liabilities of discontinued operations 396,691 371,526

Total stockholders’ equity 469,886 328,668

Total liabilities and stockholders equity $ 2,339,136 $ 2,153,278

(a) — Amounts are as presented in the 2002 Form 10−K, reclassified to present PMG as a discontinued operation and Fidelity Newark as a continuing operation (see
Note D).
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Restated Statements of Consolidated Operations (Prior to the Change from LIFO to FIFO)
The following is a comparison of amounts originally reported on the Statements of Consolidated Operations for the years ended
December 31, 2002 and 2001 to amounts restated for such years. The amounts presented do not reflect the change in accounting for
the valuation of inventories described in Note C.

2002 2001

As Originally As As Originally As
Reported — Restated — Reported — Restated —

LIFO Basis(a) LIFO Basis LIFO Basis(a) LIFO Basis
(In thousands, except share data)
Net sales $ 739,143 $ 738,928 $ 681,091 $ 681,557
Cost of products sold(b) 726,004 683,904 461,202 596,338
Selling, general and administrative expenses(c) 242,572 136,022 82,865 81,279

Income (loss) from operations (229,433) (80,998) 137,024 3,940
Other income (expense), net (26,952) (44,591) (42,197) (36,511)
Income tax benefit (expense) 28,707 12,552 (28,166) 5,540
Income (loss) from continuing operations (227,462) (104,822) 66,631 (25,786)
Income (loss) from discontinuing operations,
net of tax (100,449) (98,023) 9,009 (22,059)

Net income (loss) $ (327,911) $ (202,845) $ 75,640 $ (47,845)
Net income (loss) per common share — basic$ (11.69) $ (7.24) $ 3.15 $ (1.99)
Net income (loss) per common share —
diluted $ (11.69) $ (7.24) $ 3.09 $ (1.99)

(a) — Amounts are as presented in the 2002 Form 10−K, reclassified to present PMG as a discontinued operation and Fidelity Newark as a continuing operation (see
Note D).

(b) — In 2002, cost of products sold as originally reported included restructuring charges of $46.4 million. Cost of products sold as restated includes restructuring
charges of $37.8 million.

(c) — In 2002, selling, general and administrative expenses as originally reported included restructuring and other unusual charges of $162.7 million. Selling, general
and administrative expenses as restated include restructuring charges of $44.7 million.

(d) — In 2002, loss from discontinued operations as originally reported included restructuring charges of $120.6 million. Loss from discontinued operations as restated
includes restructuring charges of $73.5 million.

C. Inventories and Change in Accounting Principle
Inventories consist of the following as of December 31 (in thousands),

Restated

2003 2002

Raw materials and supplies $ 158,112 $ 112,188
Work−in−process 43,109 31,599
Finished goods 67,980 68,200

$ 269,201 $ 211,987

Previously, substantially all of the Company’s inventories were accounted for under the last−in, first−out (LIFO) method of
accounting. During the fourth quarter of 2003, the Company changed its method of accounting for inventories from the LIFO method
to the first−in, first−out (“FIFO”) method for its continuing operations. As a result of the change, 2003 net income increased by
$14.3 million, or $0.50 per diluted share, and the accompanying consolidated financial statements have been retroactively adjusted to
reflect this change in
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accounting principle for all periods presented. The impact of the change from LIFO to FIFO on retained earnings as of January 1,
2001 was a decrease of $51.7 million.
The effect of the change on restated income (loss) from continuing operations and per share amounts is as follows (in thousands,
except share data):

2002 2001

Loss from continuing operations, as restated using the LIFO method $ (104,822) $ (25,786)
Effect of change in accounting method to the FIFO method, applied retroactively (5,911) 12,681

Loss from continuing operations, as adjusted using the FIFO method $ (110,733) $ (13,105)

Income (loss) from continuing operations per common share — diluted:
Loss from continuing operations per common share, as restated using the LIFO
method $ (3.74) $ (1.08)
Effect of change in accounting method to the FIFO method (0.21) 0.53

Loss from continuing operations per common share, as adjusted using the FIFO
method $ (3.95) $ (0.55)

The effect of the change on restated net income and per share amounts is as follows (in thousands, except share data):
2002 2001

Net loss, as restated using the LIFO method $ (202,845) $ (47,845)
Effect of change in accounting method to the FIFO method, applied retroactively (5,911) 12,681

Net loss, as adjusted using the FIFO method $ (208,756) $ (35,164)

Net income (loss) per common share — diluted:
Net loss per common share, as restated using the LIFO method $ (7.24) $ (1.99)
Effect of change in accounting method to the FIFO method (0.21) 0.53

Net loss per common share, as adjusted using the FIFO method $ (7.45) $ (1.46)

The Company has used the LIFO method of accounting at its principal manufacturing locations since its initial public offering in
1993. However, since that time, the Company has experienced a high degree of volatility in the reference/published prices of its
primary raw materials — cobalt and nickel. The prices of these raw materials are not significantly impacted by inflation but rather by
supply and demand dynamics and the impact of traders speculating in the market. This volatility resulted in debit LIFO reserves at
each of the five year ends from 1998 to 2002, due to cumulative deflation in the Company’s inventory costs since its adoption of
LIFO. The Company believes that this volatility in metal prices will continue, and the change to FIFO will result in a more meaningful
measure of inventory stated at current cost. Further, the change to FIFO will result in an improvement to reporting interim results by
eliminating the fluctuations caused by the need to estimate year−end pricing and quantities during the year in a volatile market.
Finally, the change to FIFO will conform all of the Company’s inventory accounting to the FIFO method and will align the
Company’s accounting method with many of its peer companies.
D. Divestiture of Precious Metals Group and Other Discontinued Operations
On July 31, 2003, the Company completed the sale of its Precious Metals Group (PMG) to Umicore N.A. for approximately
$814 million. After transaction costs and expenses, the Company recorded a gain on the sale of
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this business of $145.9 million ($131.7 million after−tax). This business was comprised of the Company’s Precious Metals Chemistry
and Metal Management reportable segments, which were acquired by the Company in August 2001. PMG has been classified as a
discontinued operation in 2003, and the consolidated financial statements of prior periods have been reclassified, where applicable, to
reflect this business as a discontinued operation. The net proceeds were used to repay all of the Company’s indebtedness outstanding
under its then−existing Senior credit facilities.
On April 1, 2003, the Company completed the sale of its copper powders business, SCM Metal Products, Inc. (SCM) for
$63.7 million. The net proceeds were used to repay a portion of the Company’s indebtedness outstanding under its credit facilities.
There was no gain or loss recorded on the sale of SCM, as this business was written−down by $2.6 million to its fair value in 2002.
This business has also been presented as a discontinued operation in all years presented.
During the fourth quarter of 2002, the Company closed its manufacturing facilities in St. George, Utah (tungsten reclamation/cobalt
recycling) and Midland, Michigan (tungsten carbide fine powders). These operations have also been classified as discontinued
operations for all years presented.
During the third quarter of 2003, the Company concluded that, although the manufacturing operations were shut−down at the end of
2002, the revenue streams for the Fidelity nickel business in Newark, New Jersey have continued through tolling arrangements with
outside processors and products sold from its facility in Malaysia. Therefore, the Company has reclassified the results of this business,
which were classified in discontinued operations in the 2002 Form 10−K, to continuing operations for all years presented.
Operating results for discontinued operations are summarized as follows (in millions).

Restated

2003 2002 2001

Net sales $ 2,415.6 $ 4,294.8 $ 1,687.3
Operating income (loss) 48.0 (18.9) 42.5
Interest expense 38.8 51.7 30.9
Income tax (benefit) expense (15.3) 23.4 26.4
Income (loss) 8.2 (98.0) (22.1)

The operating results summarized above include restructuring and other charges of $5.6 million and $73.5 million in 2003 and 2002,
respectively, primarily to adjust these asset groups to their estimated net realizable value. The results also include an allocation of
consolidated interest expense, based on the estimated proceeds from the sales of the PMG business and SCM that were required to be
used to re−pay indebtedness outstanding under the Company’s bank agreement.
The assets and liabilities of these businesses, which have been classified as Assets of Discontinued Operations and Liabilities of
Discontinued Operations at December 31, 2002, as restated, consist of the following (in millions):
Current assets $ 884.6
Property, plant and equipment 107.5
Other long−term assets 32.4

Total assets $ 1,024.5

Accounts payable and other accrued expenses $ 236.8
Long−term liabilities 134.7

Total liabilities $ 371.5

47



Table of Contents

Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued
Current assets include primarily accounts receivable and inventories. Other long−term assets include primarily specifically identifiable
intangible assets and goodwill. The goodwill represents an allocation to SCM of a portion of the base metal reporting unit goodwill in
accordance with the provisions of SFAS No. 142. The amount allocated was $5.0 million at December 31, 2002. There was no
goodwill on the PMG acquisition.
E. Restructuring and Other Charges
During 2003, the Company recorded restructuring charges of $20.0 million, completing the program that began in the fourth quarter of
2002. These charges include $5.8 million classified in cost of products sold and $14.2 million classified in selling, general and
administrative expenses. A summary of the charges, which have a cash component of approximately $9.5 million (primarily
workforce reductions of $3.7 million, aircraft lease termination of $2.5 million and cash expenses related to the Thailand shut−down
of $0.8 million), is as follows (in millions):
Exit of facilities $ 10.7
Workforce reductions 3.7
Inventory and other asset write−downs 1.2
Other 4.4

$ 20.0

Charges for the exit of facilities include amounts related to the shut−down of the manufacturing operations of the electroless nickel
business in Newark, New Jersey ($4.1 million); the shut−down of the manufacturing facility in Thailand ($2.8 million); relocation of
the corporate headquarters and shut−down of an administrative facility in Cleveland, Ohio ($3.7 million). With respect to the
electroless nickel business, the Company continues to serve customers in that market through manufacturing at its facility in Malaysia,
and through tolling agreements in the United States. Other includes $2.5 million related to contract termination payments on the
disposal of one of the Company’s corporate aircraft.
The charge for the Newark shut−down ($4.1 million) and the Thailand charges for inventory and fixed asset write−downs
($1.7 million) are included in cost of products sold.
During the fourth quarter of 2002, the Company recorded restructuring and other charges of $82.5 million — $37.8 million classified
in cost of products sold and $44.7 million classified in selling, general and administrative expenses. The primary objectives of the
restructuring plan were to de−leverage the balance sheet and to restore profitability in certain of the Company’s businesses that had
been impacted by the weak economy including a sustained decline in the market price of cobalt. Specific actions included sales of
certain non−core businesses; closure of certain facilities; headcount reductions; review and renegotiation of certain raw material and
other contracts to reduce costs in light of changing metal prices and business conditions; liquidation of certain inventories; reduction
of base metal inventory levels and production; and a re−alignment of the management team. The workforce reductions occurred
worldwide and generally consisted of personnel in all business units, including corporate, and in most job classifications; charges for
workforce reductions include cash payments paid and to be paid to terminated employees, and a charge of $1.5 million for accelerated
vesting upon termination of restricted stock previously granted to the Company’s former Chief Operating Officer. Inventory and other
asset write−downs primarily reflect inventory write−downs of $14.5 million as a result of the Company’s decisions to exit certain
product lines, liquidate inventories to generate cash and reduce production levels at several facilities; write−off of amounts due from
suppliers of $23.3 million as the Company reviewed and renegotiated certain raw material and other contracts to reduce costs in light
of changing metal prices and business conditions; and the write−down of the Company’s investment in a nickel venture in Indonesia
of $15.1 million. Facility exit and other primarily reflects contractual commitments and other costs related to the exit of certain
product lines and impairment charges related to fixed assets which the Company has permanently idled.
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In addition to these charges, the Company also incurred 2003 charges of $2.2 million related to executive compensation awards that
vested upon successful completion of the sale of PMG. These awards were comprised of a cash bonus of $0.6 million to the
Company’s former Chief Executive Officer, and accelerated vesting of previously issued restricted stock awards to the Company’s
former Chief Financial Officer totaling $1.6 million.
An analysis of restructuring activity for the Company’s continuing operations is summarized below (dollars in millions):

Inventory and
Number

of Workforce Other Asset Exit of Facilities

Employees Reductions Write−downs and Other(b) Total

2002 Charges, as restated(a) 110 $ 8.5 $ 34.7 $ 39.3 $ 82.5
Utilized in 2002, as restated(c) (42) (3.3) (34.7) (36.7) (74.7)

Balance at year−end 68 5.2 — 2.6 7.8
2003 charges 19 3.7 1.2 15.1 20.0
Utilized in 2003(c) (87) (5.8) (1.2) (16.3) (23.3)

Balance at year−end — $ 3.1 $ — $ 1.4 $ 4.5

(a) Amounts for 2002 have been reclassified to include the restructuring activity of the electroless nickel Newark business, which was reclassified to continuing
operations from discontinued operations, and to exclude the restructuring activity of the PMG business, which was reclassified to discontinued operations (see
Note D). Amounts for 2002 have also been adjusted for the restatement items (see Note B).

(b) 2002 amounts for Facility Exit and Other include severance costs for 42 associates at the electroless nickel Newark business.

(c) The amounts utilized in 2003 and 2002 include cash paid in 2003 and 2002 of $12.3 million and $3.8 million, respectively. The accrual at December 31, 2003 was
paid during 2004.

F. Acquisitions
In August 2001, the Company acquired dmc2 Degussa Metals Catalysts Cerdec (PMG) for $1.1 billion. The acquisition was financed
through a combination of debt and equity and the sale of certain assets. In September 2001, the Company completed the disposition of
the electronic materials, performance pigments, glass systems and Cerdec ceramics divisions of PMG for $525.5 million.
The remaining acquired PMG business was comprised of the precious metals chemistry and metal management segments. The assets
acquired and liabilities assumed were recorded at estimated fair values. During 2002, the Company obtained final independent
appraisals of the fair values of the acquired property, plant and equipment, and specifically identifiable intangible assets, and their
remaining useful lives. A summary of the final purchase price allocation, as restated, is as follows (in millions):
Assets acquired $ 854
Liabilities assumed (278)
Fair value of assets sold 525

Total $ 1,101

In connection with the finalization of the purchase price allocation, the Company determined that the fair value of the identifiable net
assets acquired exceeded the cost of the acquired business, resulting in negative goodwill. In accordance with the provisions of
SFAS No. 141, Business Combinations, this negative goodwill reduced, on a pro−rata basis, amounts assigned to the acquired
long−term assets, primarily property, plant and equipment.
In December 2001, the Company purchased the metal organics division of Rhodia Holdings Limited and a nickel refining facility from
Centaur Mining and Exploration Limited for an aggregate purchase price of $51 million. These businesses are included in the
Company’s Cobalt and Nickel segments, respectively. The combined sales of these entities in 2001 were approximately $75 million.
In connection with the finalization of

49



Table of Contents

Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued
the purchase price allocations for these businesses in 2002, the Company recorded goodwill of approximately $24 million.
In April 2000, the Company acquired Outokumpu Nickel Oy (ONO) for a cash purchase price on the acquisition date of
$188.1 million. During 2003, the Company made additional payments to the seller in the amount of $11.2 million under a contingent
price participation clause of the original purchase agreement, whereby the seller is entitled to receive such payment based on a
formula when the LME nickel price is above $3.50 per pound. Such price participation clause was in place through May 2004, at
which time this original contract provision was renegotiated. As a result of this renegotiation, price participation payments made after
May 2004 will be charged to cost of products sold rather than accounted for as acquisition cost. The ultimate aggregate purchase price
for the ONO acquisition was $206.0 million, including price participation payments of $11.2 million in 2003 and $6.7 million in 2004.
These price participation payments reduce negative goodwill as calculated in the initial purchase price allocation. In accordance with
the provisions of APB 16, Business Combinations, such negative goodwill was recorded in the opening balance sheet as a reduction of
acquired long−lived assets (primarily property, plant and equipment). The price participation payments are accounted for as a
reduction of negative goodwill as initially calculated, resulting in an increase to long−lived assets as these payments are made.
Depreciation expense on the increase in long−lived assets has been calculated and recorded on a prospective basis over the estimated
remaining useful life of the acquired assets.
G. Goodwill and Other Intangible Assets
Effective January 1, 2002, the Company adopted SFAS No. 142 Goodwill and Other Intangible Assets. Upon adoption, the Company
ceased the amortization of goodwill recorded in connection with previous business combinations. A reconciliation of net loss and net
loss per common share for the year ended December 31, 2001, as restated, as if SFAS No. 142 had been adopted as of the beginning
of that year, follows (in thousands, except share data):
Restated net loss from continuing operations $ (13,105)
Add back amortization of goodwill 6,133

Adjusted restated net loss from continuing operations $ (6,972)

Restated net loss per common share from continuing operations — assuming dilution $ (0.55)
Add back amortization of goodwill 0.25

Adjusted restated net loss per common share from continuing operations — assuming dilution $ (0.30)

SFAS No. 142 changes the accounting for goodwill and specifically identifiable indefinite lived intangible assets from an amortization
to a non−amortization approach requiring periodic testing for impairment of the asset. Goodwill was tested for impairment as of
January 1 and October 1, 2002 in connection with the adoption of SFAS No. 142 in 2002. Considering the restatement adjustments as
described more fully in Note B, there was no impairment of the Company’s goodwill at these dates. In connection with the change in
the Company’s reporting structure, the Company allocated its goodwill between the Cobalt and Nickel reporting units, based upon the
relative fair values of these new reporting units on the date of the change. As of October 1, 2003, the Company performed the annual
goodwill impairment test for the Cobalt and Nickel reporting units in accordance with the provisions of SFAS No. 142. This test
indicated there was no impairment of goodwill as of that date.
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An analysis of goodwill activity follows (in thousands):

Restated

2003 2002

Balance at January 1 $ 174,899 $ 155,550
Finalization of Rhodia purchase price allocation — 18,619
Other, primarily foreign exchange 3,779 730

Balance at December 31 $ 178,678 $ 174,899

Intangible assets are primarily patents. A summary of intangible assets as follows (in thousands):
Restated

2003 2002

Historical cost $ 11,932 $ 11,721
Accumulated amortization (6,929) (5,586)

Intangible assets (recorded in other non−current assets) $ 5,003 $ 6,135

All of the Company’s intangible assets have finite lives and will continue to be amortized over their useful lives. The weighted
average amortization period was 9 years at December 31, 2003. Amortization expense related to other intangible assets for the years
ended December 31, 2003 and 2002 was approximately $1.3 million and $0.9 million, respectively. Estimated annual pretax
amortization expense for intangible assets amortization for each of the next five years is approximately $1.0 million for 2004 and 2005
and $0.2 million for 2006 − 2008.
H. Debt and Other Financial Instruments
Long−term debt consists of the following as of December 31 (in thousands):

Restated

2003 2002

Senior Secured Credit Facilities $ — $ 794,400
Senior Subordinated Notes 400,000 400,000
Note payable — bank 22,919 —
Deferred gain on termination of cash flow hedges 7,377 7,987
Fair value of interest rate swaps (fair value hedges) 170 —

430,466 1,202,387
Less: Current portion — 6,750

Total long−term debt $ 430,466 $ 1,195,637

On August 7, 2003, the Company entered into a new $150 million Senior Secured Revolving Credit Facility with a group of lending
institutions. The new facility bears interest at a rate of LIBOR plus 2.00% to 3.00% or PRIME plus 0.25% to 1.25% and matures in
August 2006. There were no borrowings under this facility during 2003. Because of the delay by the Company in filing required
periodic reports with the SEC during 2004, the Company failed to comply with specific covenants in the related credit agreement and
events of default occurred under the credit agreement. The Company has obtained temporary waivers from the lenders under the credit
agreement that will be in effect as long as there are no additional defaults under the credit agreement, there is no acceleration of the
Company’s public debt (described immediately below), and the Company files its various delayed SEC reports and makes appropriate
deliveries of such reports under the credit agreement and the indenture governing its public debt by specific dates, the latest of which
is July 22, 2005. Until such time, the
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aggregate of borrowings available under the credit facility is limited to $75 million and borrowings are subject to conditions relating
to, among other things, the Company’s available cash and intended use of the borrowed proceeds. The Company paid approximately
$0.2 million to the lenders for the temporary waivers of the events of default.
The Senior Subordinated Notes (the Notes) bear interest at 9.25% and mature on December 15, 2011. The Company’s domestic
subsidiaries are the guarantors of the Senior Subordinated Notes (see Note T). The delay in filing required periodic reports with the
SEC during 2004 caused events of default under the indenture governing the Notes. The Company obtained waivers of the events of
default from the noteholders but such waivers expired on October 31, 2004. The Company paid a total of $1.0 million to the
noteholders for the waivers of the events of default. The noteholders, or the indenture trustee at the direction of the noteholders, have
the right, but are not obligated, to accelerate payment of the Notes. On March 31, 2004, the Company reclassified the $400 million of
Notes from long−term debt to short−term debt as the Company failed to file its 2003 Form  10−K by such date. The payment of
dividends on the Company’s common stock is prohibited due to the events of default under the indenture governing the Notes. At
December 31, 2003, the fair value of the Notes, based upon the quoted market price, approximated $416 million.
During December 2003, the Company borrowed $22.9 million from a Belgium bank. This loan bears interest at a rate of LIBOR plus
2.75% and matures in December 2008. In November 2004, the Company refinanced this loan with a Finland bank. The refinanced
loan has an interest rate of LIBOR plus 1.25% and is payable in 48 equal installments beginning in January 2005 and ending
December 2008. Simultaneous to the initial borrowing, the proceeds were loaned by the Company to one of its Congo smelter joint
venture partners. The loan receivable is recorded in Receivables from joint venture partners, bears interest at LIBOR plus 2.75% and
matures in December 2008.
During December 2002, in connection with its restructuring program, the Company amended its then−existing senior credit facilities.
The amended facilities consisted of a $225 million senior secured revolving facility and $698 million of term loans. The revolving
facility and the term loans bore interest at a rate of LIBOR plus 5% and matured on April 1, 2006, with a LIBOR floor of 1.75%.
These facilities were fully collateralized by a portion of the Company’s assets. The entire balance of these credit facilities was repaid
from the net proceeds of the sale of SCM and PMG in 2003.
In August 2003, the Company entered into an interest rate swap agreement to convert the fixed rate on $50 million of Notes to a
variable rate of LIBOR plus 4.10% for the period ending December 15, 2011. In addition, in November 2003, the Company entered
into another interest rate swap to convert the fixed rate on $50 million of the Notes to a variable rate of LIBOR plus 4.39% for the
period ending December 15, 2011. These swap agreements are designated as fair value hedges.
The Company had interest rate swap agreements to convert the variable interest rates on an aggregate contract amount of $40 million
to an average fixed rate of 5.20% for the period ended February 14, 2003, and an additional $40 million to a fixed rate of 4.90% for
the period ended April 25, 2003. These interest rate swap agreements were designated as cash flow hedges. The ineffectiveness of
these cash flow hedges was recognized in the statement of consolidated operations as a component of investment and other income,
net as an expense of $3.0 million in 2001.
In 2002, the Company completed the termination of, and settled for cash, interest rate swap agreements for an aggregate amount of
$125 million expiring in 2011. These swap agreements converted fixed rate debt of 9.25% to a floating rate. In addition, the Company
completed the termination of, and settled for cash, interest rate swap agreements for an aggregate amount of $55 million expiring in
2003. These swap agreements converted floating rate debt to a fixed rate. The combined pretax gain on the termination of the swaps of
$8.0 million has been
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deferred and is being amortized to interest expense through the date on which the swaps were originally scheduled to mature.
At December 31, 2003, the combined effective rate of the Company’s borrowings and related swap agreements was 8.88%. The net
interest paid or received on interest rate swaps is included in interest expense. The counterparties to the interest rate swaps are
international commercial banks. At December 31, 2003, the fair values of the Company’s interest rate swaps resulted in a $0.2 million
receivable.
There are no scheduled maturities of long−term debt during 2004−2007, and $22.9 million is due in 2008. Interest paid on long−term
debt, net of capitalized amounts, was $37.0 million, $37.0 million, and $37.0 million related to continuing operations and
$41.1 million, $33.7 million and $28.2 million related to discontinued operations for the years ended December 31, 2003, 2002 and
2001, respectively. Interest capitalized as part of the acquisition or construction of major fixed assets at the Company’s continuing
operations was $0.4 million in 2003, $2.6 million in 2002 and $4.9 million in 2001.
The Company enters into forward contracts to purchase euros to partially hedge its balance sheet exposure and other commitments to
rate fluctuations between the U.S. dollar and the euro. At December 31, 2003, the notional value of these forward contracts
approximated $5.9 million. The fair value of the forward contracts, based on current settlement prices at December 31, 2003,
approximated $0.5 million receivable, which was recorded in the results of operations.
I. Metals Financial Instruments
The Company generally attempts to manage its exposure to metal prices by passing through to its customers increases or decreases in
metal raw material prices by increasing or decreasing the price of its products. The Company also undertakes to minimize the effect on
profitability of changes in the market price of nickel through hedging activities.
The Company enters into forward contracts to hedge the sale price of nickel products to certain customers. These contracts are
designated as cash flow hedges. Therefore, realized gains and losses on these forward contracts are included as a component of net
sales or cost of products sold, and are recognized when the related product is sold. Unrealized gains and losses are recorded in
accumulated other comprehensive income. At December 31, 2003 and 2002, the notional value of the open contracts approximated
$18.3 million and $15.8 million receivable, respectively. The fair value of open contracts, based on current settlement prices at
December 31, 2003 and 2002, generated unrealized gains of approximated $10.3 million and $1.4 million, respectively, which are
included in accumulated other comprehensive income. All open contracts at December 31, 2003 and 2002 mature by February 2005
and by December 2004, respectively.
In addition, the Company enters into hedging positions on a daily basis to protect its net sale/purchase position. The underlying
contracts for these financial instruments do not qualify as accounting hedges under SFAS No. 133, and therefore they are
marked−to−market with the related gains or losses recognized immediately in net income. The amount recorded in the statements of
consolidated operations is a loss of $4.9 million and $0.8 million in 2003 and 2002, respectively, and a gain of $1.6 million in 2001,
which are classified in cost of goods sold.
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J. Income Taxes
Income (loss) from continuing operations before income taxes and minority interest consists of the following (in thousands):

Year Ended December 31

Restated

2003 2002 2001

United States $ (192,915) $ (116,090) $ (71,288)
Outside the United States 150,252 (16,449) 57,067

$ (42,663) $ (132,539) $ (14,221)

Income tax expense (benefit) is summarized as follows (in thousands):
Year Ended December 31

Restated

2003 2002 2001

Current:
United States:

Federal $ 1,385 $ — $ —
State and local 3 95 —

Outside the United States (12,777) 6,867 1,661

(11,389) 6,962 1,661
Deferred:

United States — — —
Outside the United States 25,923 (20,553) (1,532)

25,923 (20,553) (1,532)

$ 14,534 $ (13,591) $ 129

Year Ended December 31

Restated

2003 2002 2001

Income taxes at the United States statutory rate $ (14,932) $ (46,389) $ (4,977)
Effective tax rate differential of earnings outside of the United States (24,657) (9,194) (19,642)
Repatriation of foreign earnings 23,345 21,000 21,000
Benefit of Malaysia tax holiday (4,560) (2,564) (2,622)
Adjustment of worldwide tax liabilities (2,614) 968 701
Non−deductible goodwill — — 685
Losses without tax benefits 37,528 20,702 3,968
Other, net 424 1,886 1,016

$ 14,534 $ (13,591) $ 129
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Significant components of the Company’s deferred income taxes are as follows (in thousands):

December 31

Restated

2003 2002

Current asset — operating accruals $ 28,802 $ 28,280
Current liability — prepaid expenses (2,646) (2,615)
Non−current asset — benefit and litigation accruals 55,951 27,021
Non−current asset — operating loss carryforwards 106,399 128,164
Non−current liability — accelerated depreciation (62,989) (97,252)
Valuation allowance (154,129) (91,155)

Net deferred tax liability $ (28,612) $ (7,557)

Deferred income taxes are recorded in the Consolidated Balance Sheet in the following accounts (in thousands):
December 31

Restated

2003 2002

Other non−current assets $ 588 $ 8,724
Other current liabilities (158) (1,260)
Deferred income taxes — long−term liabilities (29,042) (15,021)

$ (28,612) $ (7,557)

At December 31, 2003, the Company had net operating loss carryforwards of approximately $289.9 million of which $271.7 million
are U.S. federal and state net operating losses and $18.2 million are foreign net operating losses. These carryforwards expire at various
dates from 2005 through 2023 (approximately $17.4 million of foreign net operating loss carryforwards have an indefinite
carryforward period).
Where the Company has determined that it is more likely than not that the deferred tax assets will not be realized, a valuation
allowance has been established. The valuation allowance pertains to the deferred tax assets resulting principally from the net operating
loss carryforwards in the United States. The Company intends to maintain a valuation allowance until sufficient positive evidence
exists to support realization of the federal and state deferred tax assets.
The Company has not provided additional United States income taxes on approximately $214.7 million of undistributed earnings of
consolidated foreign subsidiaries. Such earnings could become taxable upon the sale or liquidation of these foreign subsidiaries or
upon dividend repatriation. The Company’s intent is for such earnings to be reinvested by the subsidiaries. It is not practicable to
estimate the amount of unrecognized withholding taxes and deferred tax liability on such earnings.
In connection with an investment incentive arrangement, the Company has a “tax holiday” from income taxes in Malaysia. This
agreement, which expires in 2006, reduced income tax expense by $4.6 million, $2.6 million and $2.6 million for 2003, 2002 and
2001 respectively. The Company previously paid estimated income taxes of $5.2 million of which $3.5 million was refunded to the
Company in the fourth quarter of 2004 and the remaining $1.7 million is to be refunded in the second quarter of 2005. The refund of
$3.5 million is included in Other current assets in the Consolidated Balance Sheets.
Income tax payments were $4.6 million, $1.6 million and $21.1 million in 2003, 2002 and 2001, respectively.

55



Table of Contents

Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued
K. Pension and Other Postretirement Benefit Plans
The Company sponsors a defined contribution plan covering all eligible employees. To be eligible for the plan, an employee must be a
full−time associate for at least six months and at least 21 years of age. Company contributions are determined by the Board of
Directors annually and are computed based upon participant compensation. The Company also sponsors a non−contributory,
non−qualified supplemental executive retirement plan for certain employees, providing benefits beyond those covered in the defined
contribution plan. Aggregate defined contribution plan expenses were $2.6 million, $0.1 million and $3.9 million in 2003, 2002 and
2001, respectively. Company contributions are directed by the employee into various investment options, including, without
limitation, shares of Company stock. At December 31, 2003 and 2002, the plan had invested in 159,712 shares, or $4.2 million, and
260,619 shares, or $1.8 million, of Company stock, respectively, based on the market price of the stock at those dates.
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The Company has a non−contributory defined benefit pension plan for certain retired employees in the United States related to the
Company’s divested SCM business. The Company has other postretirement benefit plans (OPEB), primarily health care and life
insurance for certain employees related to SCM. The measurement date used to determine both the pension and postretirement benefit
measurements was October 31, 2003 and 2002. Components of plan obligations and assets at December 31 are as follows (in
thousands):

Other Postretirement
Pension Benefits Benefits

2003 2002 2003 2002

Benefit obligation at beginning of year $ (13,365) $ (12,528) $ (6,118) $ (6,390)
Service cost — — (169) (288)
Interest cost (867) (879) (324) (466)
Participant contributions — — (165) (250)
Actuarial (loss) gain (663) (712) (1,082) 60
Benefits paid 839 754 425 440
Curtailment — — 3,300 776

Benefit obligation at end of year (14,056) (13,365) (4,133) (6,118)

Fair value of plan assets at beginning of year 8,777 10,469 — —
Actual return on plan assets 1,465 (963) — —
Employer contributions 25 25 260 190
Participant contributions — — 165 250
Benefits paid (839) (754) (425) (440)

Fair value of plan assets at end of year 9,428 8,777 — —

Benefit obligations in excess of plan assets (4,628) (4,588) (4,133) (6,118)
Unamortized:

Net loss 6,993 6,937 (452) (1,567)
Post measurement date contributions — — 73 48
Prior service cost — — 421 676

Prepaid (accrued) benefit cost $ 2,365 $ 2,349 $ (4,091) $ (6,961)

Amounts recorded in the balance sheet consist of:
Other non−current liabilities $ (4,628) $ (4,588) $ (4,091) $ (6,961)
Accumulated other comprehensive income 6,993 6,937 — —

Prepaid (accrued) benefit cost $ 2,365 $ 2,349 $ (4,091) $ (6,961)
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The components of expense (income), net from benefit plans for the years ended December 31 2003, 2002 and 2001 are as follows (in
thousands):

Pension Benefits

2003 2002 2001

Service cost $ — $ — $ —
Interest cost 867 879 853
Amortization of unrecognized net loss 176 79 (31)
Expected return on plan assets (1,033) (1,123) (1,129)

$ 10 $ (165) $ (307)

Other Postretirement
Benefits

2003 2002 2001

Service cost $ 169 $ 288 $ 245
Interest cost 324 466 418
Net amortization (18) 15 17
Curtailment gain (3,085) — —

$ (2,610) $ 769 $ 680

Actuarial assumptions used in the calculation of the recorded amounts are as follows:
2003 2002

Discount rate 6.25% 6.75%
Return on pension plan assets 8.75% 9.00%
Rate of compensation increase — 2.75%
Projected health care cost trend rate 14.00% 7.50%
Ultimate health care cost trend rate 6.00% 5.50%
Year ultimate health care trend rate is achieved 2011 2006

The Company employs a total return investment approach for the defined benefit pension plan assets. A mix of equities and fixed
income investments are used to maximize the long−term return of assets for a prudent level of risk. In determining the expected
long−term rate of return on defined benefit pension plan assets, management considers the historical rates of return, the nature of
investments and an expectation of future investment strategies.
The Company’s pension plan weighted−average asset allocations and target allocation by asset category are as follows:

Target
Allocation December 31,

2004 2003 2002

Equity securities 65% 65% 60%
Debt securities 35% 35% 39%
Other — — 1%

Total Assets 100% 100% 100%

The Company’s investment objective for defined benefit plan assets is to meet the plan’s benefit obligations, without undue exposure
to risk. The investment strategy focuses on asset class diversification, liquidity to meet
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benefit payments and an appropriate balance of long−term investment return and risk. The Investment Committee oversees the
investment allocation process, which includes the selection and evaluation of the investment manager, the determination of investment
objectives and risk guidelines, and the monitoring of actual investment performance.
The Company contributed $0.7 million to its pension plan and $0.5 million to its OPEB in 2004. Expected contributions are dependent
on many variables, including the variability of the market value of the assets as compared to the obligation and other market or
regulatory conditions. Accordingly, actual funding may differ greatly from current estimates. Expected benefit payments are as
follows (in thousands):
Expected benefit payments Pension OPEB

2004 $ 850 $ 425
2005 875 425
2006 900 450
2007 925 475
2008 950 500
2009−2013 5,125 2,750

Assumed health care cost trend rates may have a significant effect on the amounts reported for other postretirement benefits. A one
percentage point change in the assumed health care cost trend rate would have the following effect (in thousands):

1% Increase 1% Decrease

2003 benefit cost $ 67 $ (54)
Recorded liability at December 31, 2003 $ 606 $ (528)

The Medicare Prescription Drug, Improvement and Modernization Act (“Act”) was enacted on December 8, 2003. The Act introduces
a prescription drug benefit under Medicare Part D, in addition to a federal subsidy to sponsors of postretirement benefit plans that
provide a prescription drug benefit that is at least actuarially equivalent to Medicare Part D. In accordance with FASB Staff Position
No. FAS 106−1, Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and
Modernization Act of 2003, the Company has elected to defer recognition of the Act. Therefore, the effects of this Act have not been
reflected in the postretirement benefit obligation or expense (income), net from the postretirement benefit plan. The Company may
choose to amend the postretirement medical plan to reflect the benefits of the Act.
L. Stockholders’ Equity
In 1996, the Company’s Board of Directors adopted a Stockholder Rights Agreement. Under this plan, rights were constructively
distributed as a dividend at the rate of one right for each share of common stock outstanding. The rights become exercisable if a
person or group (Acquiring Person) acquires or attempts to acquire 15% or more of the shares of common stock outstanding. In the
event that the rights become exercisable, each right (except for rights beneficially owned by the Acquiring Person, which become null
and void) would entitle the holder to purchase one one−hundredth share of Series A Participating Preferred Stock at an initial purchase
price of $160 per share, subject to adjustment.
If a person or group acquires the threshold percentage of common stock, each right will entitle the holder, other than the acquiring
party, to buy shares of common stock or Preferred Stock having a market value of twice the exercise price. If the Company is acquired
in a merger or other business combination, each right will entitle the holder, other than the acquiring person, to purchase securities of
the surviving company having a market value equal to twice the exercise price of the rights.
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The Rights may be redeemed by the Board of Directors in whole, but not in part, at a price of $0.01 per Right. The Rights have no
voting or dividend privileges and are attached to, and do not trade separately from, the common stock. The Rights expire on
November 14, 2006.
M. Accumulated Other Comprehensive Income (Loss)

Unrealized
Gains and
Losses, Net Unrealized Additional Accumulated

Foreign on Cash Flow Loss on Minimum Other

Currency Hedging Available
for — Pension Comprehensive

Translation Derivatives Sale Securities Liability Income (Loss)
(in thousands)

Balance at December 31, 2000, as
restated $ (3,490) $ — $ — $ — $ (3,490)

Cumulative effect of accounting
change—SFAS No. 133 — (1,558) — — (1,558)
Reclassification adjustments — 856 — — 856
Current period (credit) charge (5,775) (487) 1,912 (5,331) (9,681)
Deferred taxes — 170 (669) — (499)

Balance at December 31, 2001, as
restated (9,265) (1,019) 1,243 (5,331) (14,372)

Reclassification adjustments — 1,019 (1,243) — (224)
Current period (credit) charge 53,596 1,294 — (7,371) 47,519
Deferred taxes — (453) — 1,588 1,135

Balance December 31, 2002, as
restated 44,331 841 — (11,114) 34,058

Reclassification adjustments (74,297) (841) — 2,484 (72,654)
Current period charge 47,369 10,291 — 1,624 59,284
Deferred taxes — (3,602) — — (3,602)

Balance December 31, 2003 $ 17,403 $ 6,689 $ — $ (7,006) $ 17,086

N. Earnings Per Share
The following table sets forth the computation of basic and dilutive loss per share from continuing operations for the years ended
December 31:

Restated

2003 2002 2001
(in thousands except per share amounts)
Loss from continuing operations $ (56,283) $ (110,733) $ (13,105)
Weighted average shares outstanding—basic and diluted 28,354 28,039 24,021
Basic loss per common share from continuing operations $ (1.99) $ (3.95) $ (0.55)

Dilutive loss per common share from continuing operations $ (1.99) $ (3.95) $ (0.55)

For 2003 and 2002, 0.6 million and 1.9 million stock options and restricted stock, respectively, that could potentially dilute earnings
per share in the future were not included in the computation of diluted earnings per share because to do so would have been
antidilutive.
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The following table sets forth the computation of basic and dilutive net income (loss) per common share for the years ended
December 31:

Restated

2003 2002 2001
(in thousands except per share amounts)
Net income (loss) $ 83,664 $ (208,756) $ (35,164)
Weighted average shares outstanding 28,354 28,039 24,021
Dilutive effect of stock options and restricted stock 14 — —

Weighted average shares outstanding — assuming dilution 28,368 28,039 24,021

Basic net income (loss) per common share $ 2.95 $ (7.45) $ (1.46)

Dilutive net income (loss) per common share $ 2.95 $ (7.45) $ (1.46)

For 2003 and 2002, 0.6 million and 1.9 million stock options and restricted stock, respectively, that could potentially dilute earnings
per share in the future were not included in the computation of diluted earnings per share because to do so would have been
antidilutive.
O. Stock Plans
The Company’s 2002 Stock Incentive Plan authorizes the grant of options and restricted stock to employees of up to 1,400,000 shares,
with a limit of 200,000 shares to a single individual in any year. The Plan also limits the total number of shares subject to the Plan that
may be granted in the form of restricted stock. The Company’s 1998 Long−Term Incentive Compensation Plan authorizes the annual
grant of options to management personnel of up to one and one−half percent of the total number of issued and outstanding shares of
common stock of the Company on the prior December 31, plus unused shares and shares relating to terminated awards from prior
years, subject to an overall annual maximum of 2% of outstanding common stock. The Company’s 1995 Non−Employee Directors’
Equity Compensation Plan has also authorized the grant of options to non−employee members of the Board of Directors for up to
250,000 shares of the Company’s common stock. All options granted have 10−year terms. Options granted prior to 2003 vest and
become fully exercisable at the end of the next fiscal year following the year of grant. Options granted during 2003 generally vest over
three years.
A summary of the Company’s stock option activity follows:

2003 2002 2001

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise

Options Price Options Price Options Price

Outstanding at January 1 1,596,561 $ 40.31 1,725,045 $ 37.53 1,850,263 $ 30.33
Granted 322,409 18.18 54,700 62.83 265,276 57.33
Exercised (27,910) 14.57 (183,184) 20.81 (390,494) 16.48
Cancelled (562,369) 44.44 — — — —

Outstanding at December 31 1,328,691 $ 33.82 1,596,561 $ 40.31 1,725,045 $ 37.53
Exercisable at end of year 1,006,282 1,541,861 1,472,933
Weighted−average fair value
of options granted during the
year $ 8.20 $ 36.68 $ 14.86

The weighted−average remaining contractual life of options outstanding is approximately seven years.
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The following summarizes stock options outstanding and exercisable at December 31, 2003:

Outstanding Exercisable

Weighted
Average Weighted Weighted

Remaining Average Average
Number of Contractual Exercise Number of Exercise

Shares Life Price Shares Price

Range of exercise prices:
$11.06−$16.59 72,266 1.1 $ 12.88 72,266 $ 12.88
$16.60−$24.90 403,610 8.4 $ 18.47 81,201 $ 19.64
$24.91−$37.37 383,503 5.2 $ 33.54 383,503 $ 33.54
$37.38−$56.07 298,312 6.2 $ 44.64 298,312 $ 44.64
$56.08−$66.45 171,000 8.3 $ 60.62 171,000 $ 60.62

P. Commitments and Contingencies
The Company has entered into raw material purchase contracts for primarily cobalt and nickel with various third parties in the normal
course of business. The aggregate estimated future payments under these contracts are as follows (in thousands):
2004 $ 635,401
2005 518,298
2006 256,697
2007 201,268
2008 193,320
2009 40,262

Total $ 1,845,246

For 2004, the amount is the actual payments made for raw materials purchased under these contracts during the year. For 2005
through 2009, the amounts reflect estimated future payments based on committed tons of material per the applicable contract
multiplied by the reference/market price of each metal. The price used in the computation is the average daily price for the last week
of December 2004 for each respective metal. Commitments made under these contracts represent future purchases in line with
expected usage.
In November 2002, the Company received notice that shareholder class action lawsuits were filed against the Company related to the
decline in the Company’s stock price after the third quarter 2002 earnings announcement. The lawsuits allege virtually identical
claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and SEC Rule 10b−5 against the Company, certain
executive officers and the members of the Board of Directors. Plaintiffs seek damages in an unspecified amount to compensate
persons who purchased the Company’s stock between November 2001 and October 2002 at allegedly inflated market prices. During
2004, these lawsuits were amended to include the entire restatement period back to and including 1999, and to add the Company’s
independent auditors, Ernst & Young LLP, as a defendant.
In November, 2002 the Company also received notice that shareholder derivative lawsuits had been filed against the members of the
Company’s Board of Directors. Derivative plaintiffs allege the directors breached their fiduciary duties to the Company in connection
with a decline in the Company’s stock price after its third quarter 2002 earnings announcement by failing to institute sufficient
financial controls to ensure that the Company and its employees complied with generally accepted accounting principles by writing
down the value of the Company’s cobalt inventory on or before December 31, 2001. Derivative plaintiffs seek a number of changes to
the Company’s accounting, financial and management structures and unspecified damages from the directors to
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compensate the Company for costs incurred in, among other things, defending the aforementioned securities lawsuits. In July, 2004
the derivative plaintiffs amended these lawsuits to include conduct allegedly related to the Company’s decision to restate its earnings
for the period 1999−2003.
The Company has been engaged in mediation sessions with the plaintiffs regarding the shareholder class action and shareholder
derivative lawsuits. The Company anticipates these lawsuits will be resolved during 2005. The Company and the lead plaintiff of the
shareholder class action lawsuits have entered into an “Agreement to Settle Class Action” (Agreement) dated March 7, 2005, which is
an agreement in principle that outlines the general terms of a proposed settlement of these lawsuits subject to the satisfaction of
various conditions and execution of a definitive agreement. Based on the Agreement and the Company’s consideration of the
shareholder derivative lawsuits described above, the Company has recorded a charge to administrative expense and a reserve of
$84.5 million at December 31, 2003. The settlement would be payable $76.0 million in cash and $8.5 million in common stock.
Insurance proceeds are expected to be available for contribution to the resolution of the cases but the Company does not expect these
lawsuits to be resolved within the limits of applicable insurance. Insurance proceeds of approximately $15 million have been received
and utilized in 2003, 2004 and 2005 to cover legal expenses related to these lawsuits. Potential remaining insurance proceeds of up to
approximately $30 million may be available and will be recorded when received.
The Company is a party to various other legal proceedings incidental to its business and is subject to a variety of environmental and
pollution control laws and regulations in the jurisdictions in which it operates. As is the case with other companies in similar
industries, the Company faces exposure from actual or potential claims and legal proceedings involving environmental matters.
A number of factors affect the cost of environmental remediation, including the determination of the extent of contamination, the
length of time the remediation may require, the complexity of environmental regulations, and the continuing improvements in
remediation techniques. Taking these factors into consideration, the Company has estimated the undiscounted costs of remediation,
which will be incurred over several years. The Company accrues an amount consistent with the estimates of these costs when it is
probable that a liability has been incurred. At December 31, 2003 and 2002, the Company has recorded environmental reserves of
$14.2 million and $12.5 million, respectively, primarily related to remediation and decommissioning at the Company’s closed
manufacturing sites in St. George, Utah, Newark, New Jersey, and Vasset, France. These amounts are included in Other long−term
liabilities on the Consolidated Balance Sheets.
Although it is difficult to quantify the potential impact of compliance with or liability under environmental protection laws, the
Company believes that any sum it may be required to pay in connection with environmental matters, as well as other legal proceedings
arising out of operations in the normal course of business, is not reasonably likely to exceed amounts accrued by an amount that would
have material adverse effect upon its financial condition, results of operations, or cash flows.
Q. Lease Obligations
The Company rents office space and equipment, land and an airplane under long−term operating leases. The Company’s operating
lease expense was $6.7 million in 2003, $5.2 million in 2002 and $4.3 million in 2001.
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Future minimum payments under noncancellable operating leases at December 31, 2003 are as follows (in thousands):
Year Ending December 31

2004 $ 4,357
2005 3,803
2006 3,134
2007 2,940
2008 2,777
2009 and thereafter 4,601

Total minimum lease payments $ 21,612

R. Investment and Other Income, Net
2003 2002 2001

(in thousands)
Interest income from joint venture partner $ 6,895 $ — $ —
Gain on sale of businesses 4,609 1,213 —
Loss on ineffective interest rate swaps — — (2,996)
Other, net 888 403 3,045

Total $ 12,392 $ 1,616 $ 49

During construction of the Company’s joint venture smelter in the Congo during 1998−2001, the Company funded capital
expenditures of approximately $23.6 million on behalf of one of its partners. During 2003, the Company finalized agreements with the
partner regarding this arrangement, which included a provision for interest on the amounts paid by the Company on behalf of the
partner. The Company recorded the interest income of $6.9 million when the agreements were finalized in 2003. As of December 31,
2004, both the amounts funded by the Company and the interest income receivable have been fully collected.
S. Reportable Segments and Geographic Information
Effective January 1, 2003, the Company operates in two business segments — Cobalt and Nickel. The Cobalt segment includes
products manufactured using cobalt and other metals including copper, zinc, manganese, and calcium. The Nickel segment includes
nickel−based products. The Company’s products are essential components in numerous complex chemical and industrial processes,
and are used in many end markets, such as rechargeable batteries, coatings, custom catalysts, liquid detergents, lubricants and fuel
additives, plastic stabilizers, polyester promoters, adhesion promoters for rubber tires, colorants, petroleum additives, magnetic media,
metal finishing agents, cemented carbides for mining and machine tools, diamond tools used in construction, stainless steel, alloy and
plating applications. The Company’s products are sold in various forms such as solutions, crystals, powders, cathodes and briquettes.
One customer represented approximately 13% and 12% of net sales in 2003 and 2002, respectively. Another customer represented
14% of net sales in 2001.
The accounting policies of the segments are generally the same as the policies described under “Significant Accounting Policies” in
Note A above. Intersegment sales are accounted for at generally the same prices as if the sales were made to third parties.
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While the primary manufacturing sites are in Finland, the Company also has manufacturing and other facilities in Australia, Canada,
United States, Europe and Asia−Pacific, and the Company markets its products worldwide. Further, approximately 25% of the
Company’s investment in property, plant and equipment is located in the Democratic Republic of Congo where the Company operates
a smelter through a 55% owned joint venture.
These segments correspond to management’s approach to aggregating products and business units, making operating decisions and
assessing performance. The following table reflects the results of the segments (in thousands).

Restated

2003 2002 2001

Business Segment Information
Net Sales

Cobalt $ 379,890 $ 354,042 $ 336,418
Nickel 567,897 428,336 391,060
Intercompany sales between segments (35,642) (43,450) (45,921)

$ 912,145 $ 738,928 $ 681,557

Segment operating profit (loss)
Cobalt(a) $ 55,036 $ (40,776) $ 3,012
Nickel(b) 58,263 22,701 39,491
Corporate(c) (130,325) (69,873) (20,213)

(17,026) (87,948) 22,290

Interest expense (41,052) (39,690) (35,135)
Foreign exchange gain/(loss) 3,023 (6,517) (1,425)
Investment and other income, net 12,392 1,616 49

(25,637) (44,591) (36,511)

Loss from continuing operations before income taxes and
minority interests $ (42,663) $ (132,539) $ (14,221)

Total assets
Cobalt $ 647,615 $ 642,075
Nickel 539,008 413,270
Corporate 24,815 25,501
Discontinued operations — 1,024,461

$ 1,211,438 $ 2,105,307

Expenditures for property, plant & equipment
Cobalt $ 5,713 $ 23,378 $ 46,290
Nickel 5,197 37,856 30,480
Corporate — 276 —

$ 10,910 $ 61,510 $ 76,770

Depreciation and amortization
Cobalt $ 35,458 $ 33,536 $ 27,440
Nickel 18,674 16,376 16,103
Corporate 2,310 219 207

$ 56,442 $ 50,131 $ 43,750
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Following is a summary of goodwill by segment at January 1, 2003 and December 31, 2003. Prior to 2003, all of the Company’s
goodwill related to its former base metals segment. In 2003, in connection with the Company’s restructuring, the Company revised its
internal reporting structure, resulting in two reportable segments: Cobalt and Nickel.

Carrying Amount of Goodwill

OMG
Cobalt Nickel Consolidated

Balance at January 1, 2003 $ 110,186 $ 64,713 $ 174,899
Foreign currency translation 3,779 — 3,779

Balance at December 31, 2003 $ 113,965 $ 64,713 $ 178,678

Property,
Net Plant and

Sales(d) Equipment

Geographic Region Information
2003
Finland $ 608,007 $ 218,957
United States 136,814 33,489
Japan 105,989 141
Other 61,335 52,789
Democratic Republic of Congo — 105,984

$ 912,145 $ 411,360

Restated
2002
Finland $ 484,896 $ 229,637
United States 145,437 48,042
Japan 48,057 210
Other 60,538 47,441
Democratic Republic of Congo — 117,672

$ 738,928 $ 443,002

Restated
2001
Finland $ 470,307
United States 147,721
Other 63,529

$ 681,557

(a) Cobalt segment operating profit (loss) in 2003 and 2002 includes restructuring charges of $9.6 million and $39.1 million, respectively.

(b) Nickel segment operating profit (loss) in 2003 and 2002 includes restructuring charges of $4.1 million and $6.4 million, respectively.

(c) Corporate expenses in 2003 include a charge of $84.5 million related to the shareholder litigation and restructuring charges of $6.3 million. Corporate expenses in
2002 include restructuring charges of $37.0 million.

(d) Net sales attributed to the geographic area based on the location of the manufacturing facility, except for Japan, which is a sales office.

T. Guarantor and Non−Guarantor Subsidiary Information
In December 2001, the Company issued $400 million in aggregate principal amount of 9.25% Senior Subordinated Notes due 2011.
These notes are guaranteed by the Company’s wholly−owned domestic subsidiaries. The guarantees are full, unconditional and joint
and several.
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The Company’s foreign subsidiaries are not guarantors of these Notes. The Company as presented below represents OM Group, Inc.
exclusive of its guarantor subsidiaries and its non−guarantor subsidiaries. Condensed consolidating financial information for the
Company, the guarantor subsidiaries, and the non−guarantor subsidiaries is as follows (in thousands):

December 31, 2003

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Balance Sheet Data

Current assets:
Cash and cash equivalents$ 8,839 $ 4,553 $ 41,327 $ — $ 54,719
Accounts receivable 424,455 45,979 511,343 (845,077) 136,700
Inventories — 33,151 236,050 — 269,201
Other assets 166 4,712 60,191 — 65,069

Total current assets 433,460 88,395 848,911 (845,077) 525,689
Property, plant and
equipment — net — 37,606 373,754 — 411,360
Goodwill 75,830 68,908 33,940 — 178,678
Intercompany receivables 287,620 — 1,027,343 (1,314,963) —
Investment in subsidiaries 55,124 — 2,160,526 (2,215,650) —
Other assets 11,711 9,804 74,196 — 95,711

Total assets $ 863,745 $ 204,713 $ 4,518,670 $ (4,375,690) $ 1,211,438

Current liabilities:
Accounts payable $ (5,290) $ 76,677 $ 571,427 $ (506,624) $ 136,190
Other accrued expenses 14,513 28,303 66,120 — 108,936

Total current liabilities 9,223 104,980 637,547 (506,624) 245,126
Long−term debt 407,547 — 22,919 — 430,466
Deferred income taxes 5,265 — 23,777 — 29,042
Other long−term liabilities
and minority interest 91,258 15,415 49,679 — 156,352
Intercompany payables — 419,566 1,220,445 (1,640,011) —
Stockholder’s equity 350,452 (335,248) 2,564,303 (2,229,055) 350,452

Total liabilities &
stockholder’s equity $ 863,745 $ 204,713 $ 4,518,670 $ (4,375,690) $ 1,211,438
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December 31, 2003

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Income Statement

Net sales $ — $ 166,462 $ 1,008,933 $ (263,250) $ 912,145
Cost of products sold — 128,806 866,592 (263,250) 732,148

— 37,656 142,341 — 179,997
Selling, general and administrative
expenses — 159,338 37,685 — 197,023

Income (loss) from operations — (121,682) 104,656 — (17,026)
Interest expense (69,116) (12,031) (31,214) 71,309 (41,052)
Investment and other income, net 14,202 6,268 63,231 (71,309) 12,392
Foreign exchange gain (loss) (4,236) 194 7,065 — 3,023

Income (loss) before income taxes
and minority interest (59,150) (127,251) 143,738 — (42,663)
Income tax expense — — 14,534 — 14,534
Minority interest losses — — (914) — (914)

Income (loss) from continuing
operations (59,150) (127,251) 130,118 — (56,283)
Income (loss) from discontinued
operations, net of tax 120,042 (47,155) 67,060 — 139,947

Net income (loss) $ 60,892 $ (174,406) $ 197,178 $ — $ 83,664
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December 31, 2003

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Cash Flow Data

Net cash provided (used) by
operating activities $ (57,964) $ 7,919 $ 78,310 $ — $ 28,265
Investing activities:

Expenditures for property plant
and equipment — net — (5,074) (5,836) — (10,910)
Acquisition of businesses (11,151) — — — (11,151)
Proceeds from sale of businesses 871,281 — — — 871,281

Net cash provided (used) by
investing activities 860,130 (5,074) (5,836) — 849,220
Financing activities:

Long−term borrowings — — 22,919 — 22,919
Payments of long−term debt (794,400) — — — (794,400)
Proceeds from exercise of stock
options 406 — — — 406

Net cash provided (used) by
financing activities (793,994) — 22,919 — (771,075)
Effect of exchange rate changes on
cash and cash equivalents — — 6,238 — 6,238

Cash provided by continuing
operations 8,172 2,845 101,631 — 112,648
Cash used by discontinuing
operations — — (70,399) — (70,399)

Increase in cash and cash
equivalents 8,172 2,845 31,232 — 42,249
Cash and cash equivalents at
beginning of the year 667 1,708 10,095 — 12,470

Cash and cash equivalents at end of
the year $ 8,839 $ 4,553 $ 41,327 $ — $ 54,719
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December 31, 2002, as restated

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Balance Sheet Data

Current assets:
Cash and cash equivalents$ 667 $ 1,708 $ 10,095 $ — $ 12,470
Accounts receivable 752,800 94,587 334,290 (1,081,451) 100,226
Inventories — 39,315 172,672 — 211,987
Other assets 5,904 4,279 41,365 — 51,548

Total current assets 759,371 139,889 558,422 (1,081,451) 376,231
Property, plant and
equipment — net 652 47,345 395,005 — 443,002
Goodwill 75,703 68,668 30,528 — 174,899
Intercompany receivables 829,356 — 1,323,936 (2,153,292) —
Investment in subsidiaries (143,762) 360,631 2,220,700 (2,437,569) —
Assets of discontinued
operations — 253,935 770,526 — 1,024,461
Other assets 14,426 11,973 60,315 — 86,714

Total assets $ 1,535,746 $ 882,441 $ 5,359,432 $ (5,672,312) $ 2,105,307

Current liabilities:
Current portion of
long−term debt $ 6,750 $ — $ — $ — $ 6,750
Accounts payable 56,079 339,388 418,234 (713,746) 99,955
Other accrued expenses (11,688) 24,072 53,226 — 65,610

Total current liabilities 51,141 363,460 471,460 (713,746) 172,315
Long term debt 1,195,637 — — — 1,195,637
Deferred income taxes — — 15,021 — 15,021
Other long−term liabilities 8,128 11,873 49,967 — 69,968
Intercompany payables — 405,951 1,331,616 (1,737,567) —
Liabilities of discontinued
operations — 56,830 314,696 — 371,526
Stockholders’ equity 280,840 44,327 3,176,672 (3,220,999) 280,840

Total liabilities and
stockholders’ equity $ 1,535,746 $ 882,441 $ 5,359,432 $ (5,672,312) $ 2,105,307
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December 31, 2002, as restated

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Income Statement Data

Net sales $ — $ 163,746 $ 783,979 $ (208,797) $ 738,928
Cost of products sold — 133,226 766,425 (208,797) 690,854

— 30,520 17,554 — 48,074
Selling, general and administrative
expense — 102,222 33,800 — 136,022

Loss from operations — (71,702) (16,246) — (87,948)
Interest expense (77,964) (13,273) (15,781) 67,328 (39,690)
Investment and other income, net 15,910 527 52,507 (67,328) 1,616
Foreign exchange gain (loss) 819 4 (7,340) — (6,517)

Income (loss) before income taxes
and minority interest (61,235) (84,444) 13,140 — (132,539)
Income tax benefit — — (13,591) — (13,591)
Minority interest losses — — (8,215) — (8,215)

Income (loss) from continuing
operations (61,235) (84,444) 34,946 — (110,733)
Income (loss) from discontinued
operations, net of tax (14,073) 37,667 (121,617) — (98,023)

Net loss $ (75,308) $ (46,777) $ (86,671) $ — $ (208,756)

71



Table of Contents

Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued

December 31, 2002, as restated

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Cash Flow Data

Net cash provided (used) by operating
activities $ (78,949) $ 7,452 $ 70,896 $ — $ (601)
Investing activities:

Expenditures for property plant and
equipment — net — (6,151) (55,359) — (61,510)
Acquisitions of businesses (13,275) — — — (13,275)
Proceeds from sale of businesses 4,000 — — — 4,000
Investments in nonconsolidated joint
ventures (3,566) — — — (3,566)

Net cash used by investing activities (12,841) (6,151) (55,359) — (74,351)
Financing activities:

Long−term borrowings 99,910 — — — 99,910
Payments of long−term debt (226,205) — — — (226,205)
Proceeds from exercise of stock
options 3,808 — — — 3,808
Proceeds from sale of common
shares 226,205 — — — 226,205
Dividend payments (11,899) — — — (11,899)

Net cash provided by financing
activities 91,819 — — — 91,819
Effect of exchange rate changes on cash
and cash equivalents — — 1,092 — 1,092

Cash provided (used) by continuing
operations 29 1,301 16,629 — 17,959
Cash used by discontinuing operations — (1,241) (23,805) — (25,046)

Increase (decrease) in cash and cash
equivalents 29 60 (7,176) — (7,087)
Cash and cash equivalents at beginning
of the year 638 1,648 17,271 — 19,557

Cash and cash equivalents at end of the
year $ 667 $ 1,708 $ 10,095 $ — $ 12,470
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December 31, 2001, as restated

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Income Statement Data

Net sales $ — $ 171,459 $ 911,161 $ (401,063) $ 681,557
Cost of products sold — 157,337 821,714 (401,063) 577,988

— 14,122 89,447 — 103,569
Selling, general and administrative
expense — 47,839 33,440 — 81,279

Income (loss) from operations — (33,717) 56,007 — 22,290
Interest expense (37,006) (18,660) (68,404) 88,935 (35,135)
Investment and other income, net 18,877 3,158 66,949 (88,935) 49
Foreign exchange gain (loss) (289) 1,724 (2,860) — (1,425)

Income (loss) before income taxes and
minority interest (18,418) (47,495) 51,692 — (14,221)
Income tax expense — — 129 — 129
Minority interest losses — — (1,245) — (1,245)

Income (loss) from continuing
operations (18,418) (47,495) 52,808 — (13,105)
Income (loss) from discontinued
operations, net of tax — (4,777) (17,282) — (22,059)

Net income (loss) $ (18,418) $ (52,272) $ 35,526 $ — $ (35,164)
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December 31, 2001, as restated

Combined Combined
The Guarantor Non−guarantor

Company Subsidiaries Subsidiaries Eliminations Total
Cash Flow Data

Net cash provided (used) by
operating activities $ (137,251) $ 5,966 $ 137,374 $ — $ 6,089
Investing activities:

Expenditures for property plant
and equipment — net — (6,528) (70,242) — (76,770)
Acquisitions of businesses (1,124,944) — — — (1,124,944)
Proceeds from sale of businesses 525,473 — — — 525,473

Net cash used by investing
activities (599,471) (6,528) (70,242) — (676,241)
Financing activities:

Long−term borrowings 1,648,751 — — — 1,648,751
Payments of short−term debt (900,000) — — — (900,000)
Proceeds from exercise of stock
options 6,433 — — — 6,433
Dividend payments (12,494) — — — (12,494)
Purchase of treasury stock (5,331) — — — (5,331)

Net cash provided by financing
activities 737,359 — — — 737,359
Effect of exchange rate changes on
cash and cash equivalents — — (647) — (647)

Cash provided (used) by continuing
operations 637 (562) 66,485 — 66,560
Cash provided (used) by
discontinuing operations — 1,193 (60,915) — (59,722)

Increase in cash and cash
equivalents 637 631 5,570 — 6,838
Cash and cash equivalents at
beginning of the year 1 1,017 11,701 — 12,719

Cash and cash equivalents at end of
the year $ 638 $ 1,648 $ 17,271 $ — $ 19,557
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U. Quarterly Data (Unaudited) (Amounts in thousands, except per share amounts)

Restated

Quarter Ended

March 31 June 30 September 30 December 31 Total

2003
Net sales $214,456 $200,814 $238,505 $258,370 $912,145
Gross profit 33,012 35,676 50,908 60,401 179,997
Income (loss) from
continuing operations 1,802 3,974 7,261 (69,320) (56,283)
Net income (loss) (2,969) 2,959 154,817 (71,143) 83,664
Basic and diluted net
income (loss) per
common share:

Income (loss) from
continuing operations $0.06 $0.14 $0.26 $(2.44) $(1.99)
Net income (loss) $(0.10) $0.10 $5.46 $(2.51) $2.95

Market price:
High−low $9.90−$6.27 $16.83−$9.16 $15.73−$12.00 $26.55−$14.85

Dividends paid per share $— $— $— $—

Quarter Ended

As Originally Reported

March 31 June 30 September 30

2003
Net sales $213,787 $200,795 $240,567
Gross profit 30,437 30,534 29,787
Income (loss) from continuing
operations (5,554) 3,163 (2,616)
Net income (loss) (6,623) 2,154 62,022
Basic and diluted net income
(loss) per common share:

Income (loss) from continuing
operations $(0.20) $0.11 $(0.09)
Net income (loss) $(0.23) $0.08 $2.19

Market price:
High−low $9.90−$6.27 $16.83−$9.16 $15.73−$12.00

Dividends paid per share $— $— $—
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Effect of restatement adjustments on OM Group’s previously issued 2003 quarterly financial statements

Quarter Ended

March 31 June 30 September 30

Net income (loss) as originally reported $ (6,623) $ 2,154 $ 62,022
Adjustments:

Restatement adjustments 10,403 6,801 94,062
Change in accounting principle (LIFO
to FIFO) (6,749) (5,996) (1,267)

Total Adjustments 3,654 805 92,795

Net income (loss) as restated $ (2,969) $ 2,959 $ 154,817

Basic and diluted net income (loss) per
common share:

Income (loss) — as originally
reported $ (0.23) $ 0.08 $ 2.19
Effect of net adjustments 0.13 0.02 3.27

Income (loss) — as restated $ (0.10) $ 0.10 $ 5.46
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Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued

Restated

Quarter Ended

2002 March 31 June 30 September 30 December 31 Total

Net sales $172,022 $187,918 $186,532 $192,456 $738,928
Gross profit 27,576 31,430 12,046 (22,978) 48,074
Income (loss) from
continuing operations 4,604 10,550 (21,184) (104,703) (110,733)
Net income (loss) 6,846 (4,051) (20,133) (191,418) (208,756)
Basic net income per
common share:

Income (loss) from
continuing
operations $0.17 $0.37 $(0.75) $(3.69) $(3.95)
Net income (loss) $0.25 $(0.14) $(0.71) $(6.75) $(7.45)

Diluted net income
per common share:

Income (loss) from
continuing
operations $0.17 $0.37 $(0.75) $(3.69) $(3.95)
Net income (loss) $0.25 $(0.14) $(0.71) $(6.75) $(7.45)

Market price:
High−low $72.30−$61.00 $73.00−$61.86 $62.75−$42.50 $43.50−$4.06 $73.00−$4.06

Dividends paid per
share $0.14 $0.14 $0.14 $—

As Originally Reported

Quarter Ended

2002 March 31 June 30 September 30 December 31 Total

Net sales $172,022 $187,918 $186,532 $192,671 $739,143
Gross profit 49,186 52,294 (54,874) (33,467) 13,139
Income (loss) from continuing
operations 11,622 27,531 (76,315) (190,300) (227,462)
Net income (loss) 23,368 25,501 (71,166) (305,614) (327,911)
Basic net income per common share:

Income (loss) from continuing
operations $0.43 $0.97 $(2.70) $(6.71) $(8.11)
Net income (loss) $0.86 $0.90 $(2.52) $(10.78) $(11.69)

Diluted net income per common
share:

Income (loss) from continuing
operations $0.42 $0.96 $(2.70) $(6.71) $(8.11)
Net income (loss) $0.85 $0.89 $(2.52) $(10.78) $(11.69)

Market price:
High−low $72.30−$61.00 $73.00−$61.86 $62.75−$42.50 $43.50−$4.06 $73.00−$4.06

Dividends paid per share $0.14 $0.14 $0.14 $—
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Notes to Consolidated Financial Statements
OM Group, Inc. and Subsidiaries — Continued
Effect of restatement adjustment on OM Group’s previously issued 2002 quarterly financial statements

Quarter Ended

March 31 June 30 September 30 December 31 Total

Net income (loss) as originally
reported $ 23,368 $ 25,501 $ (71,166) $ (305,614) $ (327,911)
Adjustments:

Restatement adjustments (11,172) (26,329) 36,292 126,275 125,066
Change in accounting
principle (LIFO to FIFO) (5,350) (3,223) 14,741 (12,079) (5,911)

Total Adjustments (16,522) (29,552) 51,033 114,196 119,155

Net income (loss) as restated $ 6,846 $ (4,051) $ (20,133) (191,418) $ (208,756)

Basic net income (loss) per
common share:

Income (loss) — as originally
reported $ 0.86 $ 0.90 $ (2.52) $ (10.78) $ (11.69)
Effect of net adjustments (0.61) (1.04) 1.81 4.03 4.24

Income (loss) — as restated $ 0.25 $ (0.14) $ (0.71) $ (6.75) $ (7.45)

Diluted net income (loss) per
common share

Income (loss) — as originally
reported $ 0.85 $ 0.89 $ (2.52) $ (10.78) $ (11.69)
Effect of net adjustments (0.60) (1.03) 1.81 4.03 4.24

Income (loss) — as restated $ 0.25 $ (0.14) $ (0.71) $ (6.75) $ (7.45)

In the fourth quarter of 2003, the Company recorded a charge of $84.5 million related to the shareholder and derivative lawsuits (see
Note P) and an unrealized loss of $10.0 million related to mark−to−market of hedging derivatives.
During 2003, the Company recorded restructuring charges/(reversals) as follows: first quarter — $3.8 million; second quarter —
$1.4 million; third quarter — $15.7 million; and fourth quarter — ($0.9 million). The reversals in the fourth quarter relate to charges
recorded earlier in 2003 ($0.7 million) and in 2002 ($0.2 million). In addition, during the third quarter of 2003 the Company also
recorded charges of $2.2 million related to vesting of executive compensation awards related to the sale of PMG.
In the fourth quarter of 2002, the Board of Directors voted to suspend the Company’s quarterly cash dividend indefinitely.
In the fourth quarter of 2002, the Company recorded restructuring charges related to continuing operations of $82.5 million.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
There are no such changes or disagreements.
Item 9A. Controls and Procedures
(a) Evaluation of Disclosure Controls and Procedures
Management of the Company, under the supervision and with the participation of its interim chief executive officer and its chief
financial officer, carried out an evaluation of the effectiveness of the design and operation of the Company’s disclosure controls and
procedures (as defined in the Exchange Act Rules 13a−15(e) and 15(d)−15(e)) as of December 31, 2003.
As disclosed in Note B to the consolidated financial statements contained in Item 8 in this Annual Report, the Company’s audit
committee of the board of directors conducted an independent investigation commencing in December 2003 which ultimately
concluded that previously issued financial statements contained material errors. The investigation and subsequent audits of the restated
financial statements included in this Form 10−K have identified significant internal control weaknesses and deficiencies that existed in
prior periods and were not identified or corrected as of December 31, 2003.
In connection with the audit of its consolidated financial statements for the year ended December 31, 2003 and its restated
consolidated financial statements for the years ended December 31, 2002 and 2001, the Company has received a material weakness
letter from its independent auditors. The letter states, “The Company’s controls over accounting and financial reporting processes are
inadequate, resulting in the inability to prepare consolidated financial statements in accordance with U.S. Generally Accepted
Accounting Principles on a timely basis. Contributing weaknesses included, earnings driven “tone at the top” by former financial
management, the lack of review and support for nonstandard journal entries and derivative transactions, the inappropriate application
of accounting principles for accumulated other comprehensive income, foreign currency translation, and purchase accounting for
business combinations and the absence of monthly account balance reconciliations. As a result, the Company’s filing of its 2003
Form 10−K is delayed and prior years’ consolidated financial statements will be restated.”
Based on their evaluation, the interim chief executive officer and the chief financial officer have concluded that the Company’s
disclosure controls and procedures were not effective as of December 31, 2003 in timely alerting them to material information relating
to the Company and its subsidiaries that is required to be included in the Company’s SEC filings.
(b) Changes in Internal Controls
As a result of the issues underlying the investigation referenced in (a) above, and as part of the Company’s continuing activities
pursuant to the provisions of Section 404 of the Sarbanes−Oxley Act, the Company has made many changes that improve its internal
control environment. A number of these changes are summarized below:
The Company has changed its financial management to improve the quality of the team. Some of these changes include: (1) chief
financial officer, (2) corporate controller, (3) group controllers for cobalt and nickel, (4) treasurer, (5) tax manager, (6) director of
internal audit, and (7) elimination of the information technologies team, replacing them with an outsourced, professionally managed
company.
The Company has finalized the shift from corporate to the operating units of all original accounting that should be performed at the
operating unit level. Two group controllers manage these operating unit accounting personnel and are primarily responsible for
consolidated group accounting results. Corporate accounting is now a part of the oversight, review and consultation process. Corporate
overall consolidation and elimination entries are now minimized and reflect those normally done for larger multilocation entities. This
“push down” to the operating unit level has also resulted in improved communication and interaction among the unit controllers,
group controllers and corporate accounting.
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The Company has implemented improved internal controls and efficiencies with respect to its monthly, quarterly and year−end
financial statement close processes. Two key controls implemented are as follows: (1) formal quarterly meetings among the chief
executive officer, chief financial officer, group vice presidents, corporate controller and group controllers are held to discuss all
significant and/or judgmental issues, facts and circumstances as well as accounting treatment of each issue, and a summary of the
issues and conclusions is then shared with the chairman of the audit committee and our independent auditors; and (2) the group vice
presidents and corporate and group controllers sign an internal representation letter each quarter regarding their respective results,
which cascade up to the chief executive officer and chief financial officer certifications pursuant to Sections 302 and 906 of the
Sarbanes−Oxley Act.
The Company has made improvements to its consolidation process, including enhanced operating unit reporting, improved chart of
accounts, better use of the system for financial analysis, budget to actual variance analysis, tighter system security and placing
responsibility with the unit controllers to reconcile intercompany accounts. With these changes in place, more tools are available for
management’s financial analysis.
A formal monthly financial calendar is in place and communicated to the controller group to establish responsibilities and due dates.
The goal is a more consistent, timely closing process at the operating units, which will allow more time for analysis by the group
controllers and corporate accounting.
The Company has developed revised monthly management reporting to communicate more timely and relevant financial information
to the entire management group (including operating units). The Company has made many improvements in this area during the last
half of 2004, including continually challenging the specific content included in the report based on input from users, as well as
involving unit controllers in validating their information provided.
The Company has made significant improvements to its information systems, the controls surrounding these systems and the users
understanding of how they can be used to improve business processes. Daily transactional accuracy and thoroughness has improved
significantly resulting in far less month end corrections and customer/vendor errors.
The Company created a worldwide whistleblower program managed by human resources, completely independent of its operating
units and corporate.
The people, process and technology enhancements outlined above significantly overlap with continuing activities pursuant to the
provisions of Section 404 of the Sarbanes−Oxley Act. During the fourth quarter of 2003, the Company engaged external assistance to
work with management to identify internal control deficiencies and suggest remediation. Although this process is not yet completed,
through the fourth quarter of 2004, the Company has spent approximately $2 million on this external assistance. This has resulted in
more formalized, company−wide financial policies and procedures to standardize and improve processes and controls; improved
procedures related to reconciliation of key accounts; improved segregation of duties; enhanced oversight and review by management;
and access restrictions to critical systems.
By implementing the above actions, the Company believes that issues raised by the audit committee investigation and by the material
weakness letter have been or are in the process of being remediated.
Item 9B. Other Information
None.

80



Table of Contents

PART III
Item 10. Directors and Executive Officers of the Registrant
There is set forth below the name, age, positions and offices held by each of the Company’s executive officers, as well as their
business experience during the past five years. Years indicate the year the individual was named to the indicated position.
Frank E. Butler — 69

• Interim Chief Executive Officer, January 2005
• Chairman, July 2004
• President and General Manager, Coatings Division, The Sherwin−Williams Company, 1992−1997

R. Louis Schneeberger — 50
• Chief Financial Officer, February 2004
• Chairman, Royal Appliance, 1995−2003
• Chief Financial Officer and Board Member, Olympic Steel, 1987−2000
Marcus P. Bak — 41
• Vice President and General Manager, Nickel Group, January 2003
• President, OMG Harjavalta Nickel Oy, October 2002 — January 2003
• Vice President and General Manager, OMG Powdered Metals, January 2000 — October 2002
• Vice President−Operations, OMG Americas December 1997 — January 2000
Stephen D. Dunmead — 41
• Vice President and General Manager, Cobalt Group, August 2003
• Corporate Vice President of Technology, 2000 — August 2003
• Director of Research & Development, OMG Americas, 1998 — 2000
Directors
Lee R. Brodeur, age 77, has been a director of the Company since 1991 and a director of Mooney Chemicals, Inc. since 1987.
Mr. Brodeur was employed by the Firestone Tire & Rubber Company, Akron, Ohio from 1951 until his retirement as Vice Chairman
in 1986. Mr. Brodeur’s term will expire in 2005. Mr. Brodeur acts as presiding director at executive sessions of the non−management
directors.
Frank E. Butler, age 69, has been a director of the Company since 1996. He became Interim Chief Executive Officer in January 2005
and has been Chairman of the Board since July 2004. From 1992 until his retirement in 1997, Mr. Butler was President and General
Manager of the Coatings Division of The Sherwin−Williams Company, a manufacturer, distributor and retailer of coatings and related
products. From 1957 to 1983, Mr. Butler held various engineering positions in the Chemical Division of Sherwin−Williams.
Mr. Butler received a master’s degree in chemistry from Iowa State University. Mr. Butler’s term will expire in 2005.
James P. Mooney, age 57, has been a director of the Company since 1991. From 1991 to January 2005, Mr. Mooney was Chief
Executive Officer of the Company. From 1991 to 1994, Mr. Mooney also was President of the Company and from 1991 to August
2004, he also was Chairman of the Board. From 1979 to 1991, Mr. Mooney was President and Chief Executive Officer of Mooney
Chemicals, Inc. Mr. Mooney is a member of the Board of Trustees of The Cleveland Clinic Foundation. Mr. Mooney received a B.A.
degree in history from Quincy University. Mr. Mooney is John E. Mooney’s brother. Mr. Mooney’s term will expire in 2005.
John E. Mooney, age 54, has been a director of the Company since 1995. For the past 16 years, Mr. Mooney has been Chief Executive
Officer of Sachem, Inc., a specialty chemicals manufacturer. Mr. Mooney received a B.A. in Economics from the University of
Toronto. Mr. Mooney is James P. Mooney’s brother. Mr. Mooney’s term will expire in 2006.
Katharine L. Plourde, age 53, has been a director of the Company since 2002. Ms. Plourde was a Principal and analyst at the
investment banking firm of Donaldson, Lufkin & Jenrette, Inc., New York, New York, until
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November 1997. Since that time she has engaged in private investing. Ms. Plourde is a director of Pall Corporation and serves as a
director of several not−for−profit organizations. Ms. Plourde received a B.A. degree in English Literature from Barnard College at
Columbia University and M.B.A. in Finance from Fordham University. Ms. Plourde’s term will expire in 2005.
William J. Reidy, age 64, has been a director of the Company since 2002. Mr. Reidy, a CPA, was the managing partner of the
Northeast Ohio practice of PricewaterhouseCoopers LLP. He retired from PricewaterhouseCoopers in 1999 after a 35−year career
with the firm. In 1980−1981, Mr. Reidy left the firm for two years to serve as the first director of finance for Cleveland’s then newly
elected Mayor George V. Voinovich. Mr. Reidy is a graduate of Leadership Cleveland, and he currently serves on the boards of
several nonprofit organizations including Cleveland Clinic Western Region, Cleveland Initiative for Education and Gateway
Economic Development Corporation. Mr. Reidy’s term will expire in 2005.
Markku Toivanen, age 63, has been a director of the Company since 1991 and currently is a consultant in the base metals industry. He
is also Director of Weda Bay Minerals Inc., a public Canadian mining company. During 2000 and until October 2001, Mr. Toivanen
served as Senior Vice President of New Business Ventures of Outokumpu Oyj of Espoo, Finland. From 1996 to 2000, Mr. Toivanen
served as Senior Vice President Corporate Strategic Development of Outokumpu Oyj. From 1993 to 1996, Mr. Toivanen served as
President and Chief Executive Officer of Outokumpu Metals & Resources Oy, the global base metal mining and smelting business of
Outokumpu. Prior to joining Outokumpu, Mr. Toivanen held numerous executive positions with Noranda, Inc. of Toronto, Canada.
Mr. Toivanen’s term will expire in 2006.
Audit Committee and Financial Expert
The Board has a separately−designated standing Audit Committee. The members of the Audit Committee are Mr. Brodeur,
Ms. Plourde and Mr. Reidy, with Mr. Reidy serving as the Committee Chairman. Each member of the Audit Committee is
“independent” as required under Section 301 of the Sarbanes−Oxley Act of 2002, as well as under the standards contained in
Section 303A of the NYSE listing standards. The Board has determined that Mr. Reidy qualifies as an audit committee “financial
expert” as defined in Section 407 of the Sarbanes−Oxley Act and the applicable SEC rules.
Section 16(a) Beneficial Ownership Reporting Compliance
Section 16(a) of the Securities Exchange Act of 1934 requires officers, directors, and persons who own more than 10% of a registered
class of equity securities to file reports of ownership and changes in ownership with the Securities and Exchange Commission.
Officers, directors and greater than 10% stockholders are required by SEC regulations to furnish the Company with copies of all
Section 16(a) reports they file.
Based solely upon a review of Forms 3 and 4 (including amendments to such forms) furnished to the Company during 2003 and
Forms 5 furnished with respect to 2003, no director, officer or beneficial owner of more than 10% of the Company’s outstanding
common stock failed to file on a timely basis during 2003 or prior fiscal years any reports required by Section 16(a), except that Lee
Brodeur made one late filing reporting one purchase transaction.
Code of Conduct and Ethics, Governance Principles and Committee Charters
The Company has adopted a Code of Conduct and Ethics policy that applies to all of its employees, including the chief executive
officer, the chief financial officer and the controller. The Code of Conduct and Ethics, the Company’s Corporate Governance
Principles and all committee charters are posted on the Corporate Governance portion of the Company’s website (www.omgi.com). A
copy of any of these documents is available in print free of charge to any stockholder who requests a copy, by writing to OM Group,
Inc., 127 Public Square, 1500 Key Tower, Cleveland, Ohio 44114−1221 USA, Attention: Greg Griffith, Director of Investor
Relations.
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Item 11. Executive Compensation
Executive Compensation
The following table sets forth all compensation earned and awarded to the Company’s chief executive officer and the Company’s next
four most highly compensated executive officers for services rendered during 2003, 2002 and 2001, as applicable.

Summary Compensation Table
Long−Term Compensation

Awards Payouts

Securities
Annual Compensation Underlying

Restricted Stock
Other Annual Stock Options LTIP All Other

Name and Principal Position Year Salary Bonus(1) Compensation(2) Awards(3) (Shares) Payouts
$ Compensation(4)

James P. Mooney 2003 $ 1,140,000 $ 570,000 $ 86,145 $ 570,000 — $ — $ 179,456
Chairman & CEO(5) 2002 1,140,000 — 68,323 — 30,000 — 12,600

2001 785,500 1,140,000 — 1,776,000 10,000 — 274,200
Thomas R. Miklich 2003 475,000 — 41,906 — — — 2,523,750
CFO(5) 2002 316,667 156,000 106,254 1,860,600 21,000 — 107,840
Marcus P. Bak 2003 243,008 120,000 — — 30,000 — 36,645
Vice President and
General Manager —
Nickel(5)
Stephen D. Dunmead 2003 189,827 105,000 — — 30,000 — 28,474
Vice President and
General Manager —
Cobalt(5)
Michael J. Scott 2003 253,333 — 974 — — — 959,744
Former Vice President, 2002 380,000 95,000 — — — — 2,100
General Counsel &
Secretary(5)

(1) Amount awarded to the named executive officer under the Company’s bonus program for key executives and middle management.

(2) For 2003, the amounts in this column reflect Mr. Mooney’s, Mr. Miklich’s and Mr. Scott’s personal use of the Company’s aircraft. For 2002, the amounts in this
column reflect Mr. Mooney’s personal use of the Company’s aircraft and a tax gross−up related to an inducement payment made to Mr. Miklich in connection with
entering into his employment agreement.

(3) For 2003, the Company awarded Mr. Mooney 21,789 shares of restricted stock. The dollar amount shown for Mr. Mooney equals the 21,789 shares granted
multiplied by the stock price on the grant date ($26.16). Mr. Mooney’s restricted stock vested on January 11, 2005, the date upon which he ceased to be chief
executive officer of the Company. For 2002, pursuant to Mr. Miklich’s employment agreement with the Company, the Company awarded him 28,000 shares of
restricted stock in connection with the commencement of his employment. The dollar amount shown for Mr. Miklich equals the 28,000 shares granted multiplied by
the stock price on the grant date ($66.45). All of Mr. Miklich’s restricted stock vested on July 31, 2003. The dollar amount shown in this column for Mr. Mooney for
2001 equals the number of shares of restricted stock granted (30,000 shares) multiplied by the stock price on the grant date ($59.20). One−third of the restricted
stock awards granted in 2001 to Mr. Mooney vested on each of December 31, 2002, December 31, 2003, and December 31, 2004. As of December 31, 2003,
Mr. Mooney held 10,000 shares of restricted stock with a value of $592,000.

(4) For 2003, this column includes amounts contributed under the Company’s qualified Profit−sharing Plan (Mr. Mooney — $30,000; Mr. Miklich — $30,000;
Mr. Bak — $30,000; and Mr. Dunmead — $28,474), amounts accrued under the OM Group, Inc. Benefit Restoration Plan (Mr. Mooney — $141,000 and
Mr. Bak — $6,451) and the insurance premiums paid by the Company with respect to supplemental life insurance (Mr. Mooney — $8,456 and Mr. Bak — $194).
For Mr. Miklich, this column also includes $2,493,750 payable under a separation agreement in connection with his cessation of employment with the Company
effective April 30, 2004. For Mr. Scott, this column reflects amounts payable under a separation agreement in connection with his cessation of employment with the
Company effective August 5, 2003. These separation agreements are summarized under “Employment and Separation Agreements” below.

(5) Messrs. Bak and Dunmead became executive officers of the Company on October 23, 2003. Mr. Scott became an executive officer of the Company on February 11,
2002, and he continued as an executive officer until his cessation of employment with the Company on August 5, 2003. Mr. Miklich joined the Company as an
executive officer of the Company on May 1, 2002 and ceased to be employed by the Company effective April 30, 2004. Mr. Mooney ceased to be employed by the
Company effective January 11, 2005.
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The following table sets forth information concerning grants of stock options made during 2003 to the named executive officers
pursuant to the Company’s 1998 Long−Term Incentive Compensation Plan. Messrs. Dunmead’s and Bak’s stock options have a
10−year term and become exercisable in equal annual increments over the first three years following the grant. The option price for
these stock options is the closing sale price of the Company’s common stock on the date of grant. No stock appreciation rights were
granted in 2003.

Option Grants in 2003
Individual Grants Potential Realizable

Value at Assumed
Number of Annual Rates of Stock

Securities Percentage
of Total Appreciation for

Underlying Options
Granted Option Term

Options
to

Employees
in

Exercise or Expiration

Name Granted 2003 Base Price Date 5% 10%

James P. Mooney — — — — — —
Thomas R. Miklich — — — — — —
Marcus P. Bak 30,000 10% $ 18.22 11/3/2013 $ 343,800 $ 871,200
Stephen D. Dunmead 30,000 10% $ 18.22 11/3/2013 343,800 871,200
Michael J. Scott — — — — — —

Aggregated Option Exercises During 2003 and
Fiscal Year−End Option Value

Number of Securities Value of Unexercised
Underlying Unexercised In−the−Money Options at

Shares Options at 12/31/03 12/31/03(2)
Acquired

on Value

Name Exercise Realized(1) Exercisable Unexercisable Exercisable Unexercisable

James P. Mooney — — 532,554(3) — $ 1,107,751 —
Thomas R. Miklich — — 11,633(4) 14,000 — —
Marcus P. Bak — — 33,440 30,000 — $ 239,100
Stephen D. Dunmead — — 6,000 30,000 — 239,100
Michael J. Scott 4,692 $ 16,422 — — — —

(1) Market value of shares at date of exercise less exercise price.

(2) An option is considered in−the−money when the fair market value of the shares is greater than the exercise price of the option.

(3) Includes 392,554 shares subject to stock options that were transferred in accordance with the terms of the Company’s Long−Term Incentive Compensation Plan to a
limited partnership in which Mr. Mooney is the general partner.

(4) Includes 4,622 shares subject to options granted under the Company’s Non−Employee Director Equity Compensation Plan when Mr. Miklich was a non−employee
director of the Company. All of Mr. Miklich’s stock options terminated upon his cessation of employment with the Company.

Compensation of Directors
Directors who also are executive officers of the Company receive no additional compensation for serving as directors. Outside
directors receive an annual director’s fee of $50,000 and an annual fee of $5,000 per committee for service on the Audit Committee,
Compensation Committee and Nominating Committee. Committee chairs also receive an additional $5,000 per annum. In addition,
each outside director receives a fee of $1,500 for each board meeting attended. Directors may elect to receive their compensation in
the form of cash, stock options or restricted stock under the Company’s Non−Employee Directors’ Equity Compensation Plan. Under
this plan, directors may purchase stock options for a price equal to the difference between the exercise price, which is equal to 75% of
fair market value on date of grant, and the fair market value per share. Restricted shares may be purchased at a price equal to fair
market value per share. Directors are reimbursed for their travel and other out−of−pocket expenses incurred in attending board and
committee meetings.
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Employment and Separation Agreements
James P. Mooney was employed by the Company until January 2005 when he stepped down as Chief Executive Officer.
Mr. Mooney’s employment agreement describes the benefits that he is entitled to receive post−employment. The agreement provides
that, if terminated for cause, Mr. Mooney is entitled to receive his accrued compensation up to the time of termination. If terminated
without cause, Mr. Mooney is entitled to receive his annual monthly salary, a bonus as calculated below, and benefits for the number
of months remaining under the agreement. The bonus will be equal to the estimated annual bonus, as defined below, divided by twelve
and then multiplied by the number of months remaining under the term of the agreement. The estimated annual bonus will be equal to
the greater of (i) the average of his annual incentive bonus paid by the Company over the three most recent years, and (ii) seventy−five
percent of his annual base salary in effect on the date of termination. Any restricted stock owned by Mr. Mooney will vest if he is
terminated without cause. The agreement also contains a one−year noncompete provision for certain geographical areas and a
one−year nonsolicitation provision.
The Company and Mr. Miklich entered into a separation agreement on October 17, 2003, and Mr. Miklich’s employment with the
Company ceased effective April 30, 2004. Under the terms of the separation agreement, the Company agreed to continue to pay
Mr. Miklich at the annual rate of $475,000 until the third anniversary of his cessation of employment (“Severance Period”) and to pay
him a bonus in the amount of $356,250 on each of the first, second and third anniversary dates of his cessation of employment.
Mr. Miklich also received the following benefits in connection with his separation: continued participation in the Company’s health
care plan for a maximum of three years; premium payments by the Company for two life insurance policies for time periods specified
in the separation agreement; payment of a retirement benefit of approximately $196,000 per year in the form of a single life annuity
beginning May 1, 2004; and participation in the Company’s car program for the Severance Period. In addition, the Company
guaranteed the purchase of Mr. Miklich’s primary residence. Under the terms of the separation agreement, Mr. Miklich continued to
perform his duties as chief financial officer of the Company through April 30, 2004 and agreed to cooperate on an ongoing basis with
the Company and to provide financial consulting services to the Company for a period of two years from that date. All of
Mr. Miklich’s options to purchase common stock of the Company terminated upon his cessation of employment.
The Company and Mr. Scott entered into a separation agreement with respect to Mr. Scott’s cessation of employment with the
Company, effective August 5, 2003. Under the terms of the separation agreement, the Company agreed to continue to pay Mr. Scott at
the annual rate of $380,000 until December 31, 2004; to make a single payment to Mr. Scott of $133,000 on September 30, 2003; and
to make two additional payments at the end of 2003 and 2004, respectively, based on the financial performance of the Company for
those years. On this basis, Mr. Scott received a payment of $190,000 for 2003 and received a payment of $95,000 at the end of 2004.
Mr. Scott continued to participate in the Company’s life insurance plan and car program, and the Company paid certain club
memberships and professional expenses, in each case until December 31, 2004, and he participates, at the Company’s expense, in its
health care plan. In addition, Mr. Scott’s account under a Company benefit plan became fully vested, was credited with additional
credits for 2003 and 2004 based on the amounts payable under the separation agreement, and became payable to Mr. Scott in the event
of a change of control, as defined in the separation agreement. He also agreed to consult with the Company as necessary and
reasonable for a period of twelve months following cessation of employment.
Supplemental Executive Retirement Plan
The Company maintains a supplemental executive retirement plan for James P. Mooney. Benefits under the plan are based upon 50%
of the average of the highest three years of Mr. Mooney’s total annual earnings during the last ten years. Earnings for this purpose
include base salary, actual annual incentive cash compensation and any deferred cash compensation, including 401(k) plan
contributions. Benefits are reduced by 50% of any Social Security benefit, the value of Mr. Mooney’s account under other Company
benefit plans at the time of termination of employment, and an amount reflecting a benefit paid by the Company under a qualified
domestic relations order with respect to Mr. Mooney. Benefits are to be paid upon Mr. Mooney’s retirement (at a reduced level upon
early retirement), disability or death, upon a termination of employment without cause, or a termination of employment within two
years following a change−in−control of the Company. The estimated annual benefit payable to Mr. Mooney under the plan at age 65
cannot currently be estimated.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The following table sets forth, as of December 31, 2004, information concerning the number of shares of common stock of the
Company beneficially owned by each director, each executive officer named in the Summary Compensation Table, and by all
directors and executive officers of the Company as a group. No director or executive officer other than James P. Mooney beneficially
owns more than 1% of the outstanding shares of common stock of the Company. As of December 31, 2004, Mr. Mooney beneficially
owned approximately 2.0% and all directors and executive officers as a group beneficially owned approximately 2.7% of such shares.
The totals shown below for each person and for the group include shares held personally, shares held under the Company’s
Profit−Sharing Plan, and shares acquirable within 60 days of December 31, 2004 by the exercise of stock options granted under the
Company’s 1998 Long−Term Incentive Compensation Plan.

Amount and Nature of Beneficial Ownership(1)
Direct or Indirect Profit−Sharing Exercisable

Name of Beneficial Owner Ownership(2) Plan Options(3) Total

Marcus P. Bak 360 1,670 43,440 45,470
Lee R. Brodeur 7,183 — 26,248 33,431
Frank E. Butler 400 — 28,019 28,419
Stephen D. Dunmead 2,000 210 16,000 18,210
Thomas R. Miklich 21,000 — — 21,000
James P. Mooney 33,042 1,723 532,554 567,319
John E. Mooney 11,682 — 8,987 20,669
Katherine L. Plourde 1,000 — 2,700 3,700
William J. Reidy — — 3,220 3,220
Michael J. Scott — 4,030 — 4,030
Markku Toivanen — — 11,598 11,598
All Directors and Executive Officers as a
Group (consisting of 12 persons) 76,667 7,633 672,766 757,066

(1) Each person has sole voting and investment power with respect to all shares shown, except as indicated below.

(2) James P. Mooney’s shares include 7,630 shares held in a private foundation, of which Mr. Mooney is president. Mr. Mooney has shared voting and investment
power with respect to these shares.

(3) Represents shares subject to stock options that were exercisable at December 31, 2004, or within 60 days of that date. For James P. Mooney, the number of shares
subject to exercisable options includes 392,554 shares covered by options transferred to a limited partnership in accordance with the terms of the Company’s
Long−Term Incentive Compensation Plan. Mr. Mooney is the general partner of the limited partnership to which the options have been transferred.

The following table sets forth information concerning each person known by the Company to be the beneficial owner of more than 5%
of its outstanding common stock as of December 31, 2004.

Amount and Nature of
Name and Address of Beneficial Owner Beneficial Ownership Percent of Class

FMR Corporation 2,750,000 9.699%
82 Devonshire Street
Boston, Massachusetts 02109(1)

LSV Asset Management 1,744,822 6.15%
1 North Wacker Dr. Suite 4000
Chicago, Illinois 60606(2)

Barclays Global Investors, N.A 1,735,042 6.11%
45 Fremont Street
San Francisco, CA 94105(3)

(1) Information regarding share ownership was obtained from the Schedule 13G filed jointly on February 14, 2005 by FMR Corp., Edward C. Johnson 3d, Abigail P.
Johnson, Fidelity Management & Research Company (“Fidelity”) and Fidelity Low Priced Stock Fund. The
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ownership of Fidelity Low Priced Stock Fund amounted to 2,750,000 shares or 9.699% of the common stock outstanding. Fidelity Low Priced Stock Fund has its
principal business office at 82 Devonshire Street, Boston, Massachusetts 02109. Edward C. Johnson 3d, FMR Corp., through its control of Fidelity, and the Fidelity
Funds each has sole power to dispose of the 2,750,000 shares owned by the Fidelity Funds. Neither FMR Corp. nor Edward C. Johnson 3d, Chairman of FMR
Corp., has the sole power to vote or direct the voting of the shares owned directly by the Fidelity Funds, which power resides with the Funds’ Boards of Trustees.
Fidelity carries out the voting of the shares under written guidelines established by the Funds’ Boards of Trustees. Members of the Edward C. Johnson 3d family are
the predominant owners of Class B shares of common stock of FMR Corp., representing approximately 49% of the voting power of FMR Corp. Mr. Johnson 3d
owns 12.0% and Abigail Johnson owns 24.5% of the aggregate outstanding voting stock of FMR Corp. Mr. Johnson 3d is Chairman of FMR Corp. and Abigail P.
Johnson is a Director of FMR Corp. The Johnson family group and all other Class B shareholders have entered into a shareholders’ voting agreement under which
all Class B shares will be voted in accordance with the majority vote of Class B shares. Accordingly, through their ownership of voting common stock and the
execution of the shareholders’ voting agreement, members of the Johnson family may be deemed, under the Investment Company Act of 1940, to form a controlling
group with respect to FMR Corp.

(2) Information regarding share ownership was obtained from the Schedule 13G filed on February 11, 2005 by LSV Asset Management, which is an investment advisor
registered under the Investment Advisors Act of 1940. LSV Asset Management has sole voting power with respect to 1,134,522 of the shares listed above and has
sole dispositive power with respect to all 1,744,822 shares shown.

(3) Information regarding share ownership was obtained from the Schedule 13G filed jointly on February 14, 2005 by Barclays Global Investors, NA., Barclays Global
Fund Advisors, Barclays Global Investors, Ltd., Barclays Global Investors Japan Trust and Banking Company Limited, Barclays Life Assurance Company Limited,
Barclays Bank Plc, Barclays Capital Securities Limited, Barclays Capital Inc., Barclays Private Bank & Trust (Isle of Man) Limited, Barclays Private Bank and
Trust (Jersey) Limited, Barclays Bank Trust Company Limited, Barclays Bank (Suisse) SA, Barclays Private Bank Limited, Bronco (Barclays Cayman) Limited,
Palomino Limited, and HYMF Limited. Barclays Global Investors, NA. has sole voting power with respect to 760,628 of the shares shown above and sole
dispositive power with respect to 933,169 of the shares shown. Barclays Global Fund Advisors, which has its principal business address at 45 Fremont Street, San
Francisco, CA 94105, has sole voting power with respect to 760,106 of the shares shown above and sole dispositive power with respect to 763,673 of the shares
shown. Barclays Bank Plc, which has its principal business address at 54 Lombard Street, London, England EC3P 3AH, has sole voting and dispositive power with
respect to 17,100 of the shares shown above. Palomino Limited, which has its principal business address at Walker House Mary Street, P.O. Box 908 GT, George
Town, Grand Cayman (Cayman Islands), has sole voting and dispositive power with respect to 21,100 of the shares shown above.

Equity Compensation Plan Information
The following table sets forth information concerning the Company’s equity compensation plans. The figures shown are for the year
ended December 31, 2003.

Number of Securities Number of Securities

to be Issued Upon Outstanding
Options

Remaining Available
for

Exercise of Exercise Price of Future Issuance Under

Outstanding Options Weighted−Average Equity Compensation
Plans

Equity Compensation Plans Approved
by the Shareholders 1,328,691 $ 33.82 (a)
Equity Compensation Plans Not
Approved by the Shareholders — — —

(a) The Company maintains two equity compensation plans approved by shareholders. The 2002 Stock Incentive Plan permits the issuance of up to 1,400,000 shares, all
of which were available at December 31, 2003 for awards under the plan. The 1998 Long−Term Incentive Compensation Plan provides that awards may be granted
annually in the amount of 1.5% of the Company’s common stock outstanding on the prior December 31, plus unused shares and shares relating to terminated awards
from prior years, subject to an overall annual maximum of 2% of outstanding common stock. At December 31, 2003, there were 28,454,000 outstanding shares of
common stock of the Company.

Item 13. Certain Relationships and Related Transactions
James B. Mooney is the Director — Sourcing and Strategic Development for the Company and is the son of James P. Mooney, the
Company’s Chief Executive Officer at December 31, 2003. During 2003, Mr. James B. Mooney earned a salary of $117,617 and a
bonus of $27,729, which was paid during 2004. On November 3, 2003, the Company granted Mr. James B. Mooney stock options
entitling him to acquire 10,000 shares of the Company’s common stock, which have a 10−year term and become exercisable in equal
annual increments over the first three years following grant. The exercise price for these stock options is $18.22, per share, of which
none of the shares were exercisable at December 31, 2003.
Eugene Bak, the father of Marcus Bak, the Company’s Vice President and General Manager of the Nickel Group, retired from the
Company in 2000. Eugene Bak receives a portion of his retirement benefit in the form of premium payments for a split−dollar dual
life insurance policy. The Company pays a portion of the premiums on the policy, amounting to approximately $81,000 annually. The
owner and beneficiary of the policy is a trust established by Eugene Bak, for which Marcus Bak serves as trustee.
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Item 14. Principal Accountant Fees and Services
The following table sets forth the fees paid for services provided by Ernst & Young LLP during the fiscal years ended December 31,
2003 and December 31, 2002. Certain amounts for 2002 have been reclassified to conform to the 2003 presentation.

2003 2002

Audit Fees $ 6,595,300 $ 3,403,407
Audit−Related Fees 1,762,851 348,966
Tax Fees 2,219,534 1,993,193
All Other Fees — —

Total $ 10,577,685 $ 5,745,566

The following is a description of the nature of the services comprising the fees disclosed in the table above for each of the four
categories of services. The Audit Committee has considered whether providing non−audit services is compatible with maintaining
Ernst & Young’s independence.
Audit Fees
These are fees for professional services rendered by Ernst & Young for the audit of the Company’s annual consolidated financial
statements, the review of financial statements included in the Company’s quarterly reports on Form 10−Q, audits of foreign subsidiary
financial statements required by local statutes, audits of divested entities and services that are typically rendered in connection with
statutory and regulatory filings or engagements. In 2003 audit fees also includes fees related to the restatement of the Company’s
annual consolidated financial statements for 2002 and 2001.
Audit−Related Fees
These are fees for assurance and related services rendered by Ernst & Young that are reasonably related to the performance of the
audit or the review of the Company’s financial statements that are not included as audit fees. These services include employee benefit
plan audits, due diligence related to divestitures and consulting on financial accounting and reporting.
Tax Fees
These are fees for professional services rendered by Ernst & Young with respect to tax compliance, tax advice and tax planning. These
services include the review of tax returns, tax assistance in foreign jurisdictions and consulting on tax planning matters.
All Other Fees
These are fees for other services rendered by Ernst & Young that do not meet the above category descriptions.
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PART IV
Item 15. Exhibits and Financial Statement Schedules
(1) The following Consolidated Financial Statements of OM Group, Inc. are included in Part II, Item 8:

Consolidated Balance Sheets at December 31, 2003 and 2002

Statements of Consolidated Operations for the years ended December 31, 2003, 2002 and 2001

Statements of Consolidated Cash Flows for the years ended December 31, 2003, 2002 and 2001

Statements of Consolidated Stockholders’ Equity for the years ended December 31, 2003, 2002 and 2001

Notes to Consolidated Financial Statements

(2) Schedule II — Valuation and Qualifying Accounts for the years ended December 31, 2003, 2002 and 2001
(3) Exhibits
The following exhibits are included in this Annual Report on Form 10−K:

      (3) Articles of Incorporation and By−laws
3.1 Amended and Restated Certificate of Incorporation of the Company. ‡
3.2 Amended and Restated Bylaws of the Company. ‡

      (4) Instruments defining rights of security holders including indentures.
4.1 Form of Common Stock Certificate of the Company. ‡
4.2 Stockholder Rights Agreement dated as of November 5, 1996 between OM Group, Inc. and National

City Bank (incorporated by reference to Exhibit 4.2 to the Company’s Registration Statement on
Form S−4 (No. 333−84128) filed on March 11, 2002).

4.3 Indenture, dated as of December 12, 2001, among OM Group, Inc., the Guarantors (as defined therein)
and The Bank of New York, as Trustee (incorporated by reference to Exhibit 4.3 to the Company’s
Registration Statement on Form S−1/ A (No. 333−74566) filed on January 14, 2002).

4.4 Purchase Agreement, dated as of December 7, 2001, among OM Group, Inc., the Guarantors (as
defined therein) and Credit Suisse First Boston Corporation, as the representatives of the Several
Purchasers (as defined therein) (incorporated by reference to Exhibit 4.4 to the Company’s Registration
Statement on Form S−1/ A (No. 333−74566) filed on January 14, 2002).

4.5 Registration Rights Agreement, dated as of December 12, 2001, among OM Group, Inc., the
Guarantors (as defined therein) and Credit Suisse First Boston Corporation, as the representatives of the
Several Purchasers (as defined therein) (incorporated by reference to Exhibit 4.5 to the Company’s
Registration Statement on Form S−1/ A (No. 333−74566) filed on January 14, 2002).

4.6 Revolving Credit Agreement, dated as of August 1, 2003, among OM Group, Inc. as the borrower, the
lending institutions named therein as lenders; National City Bank, as a Lender, the Swing Line Lender,
the Letter of Credit Issuer, the Administrative Agent, the Collateral Agent, the Lead Arranger, and the
Book Running Manager, KeyBank National Association and LaSalle Bank National Association as
Co−Syndication Agents (filed as Exhibit(4) to the Company’s Quarterly Report on Form 10−Q for the
quarter ended September 30, 2003 and incorporated herein by reference).

      (10) Material Contracts
10.1 Technology Agreement among Outokumpu Oy, Outokumpu Engineering Contractors Oy,

Outokumpu Research Oy, Outokumpu Harjavalta Metals Oy and Kokkola Chemicals Oy dated
March 24, 1993.

‡

*10.2 OM Group, Inc. 1992 Long−Term Incentive Compensation Plan. ‡
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*10.3 Amendment to OM Group, Inc. Long−Term Incentive Compensation Plan (filed as Exhibit 99(b)
to the Company’s Registration Statement on Form S−8 filed on February 1, 1994, and
incorporated herein by reference).

*10.4 Amendment to OM Group, Inc. Long−Term Incentive Compensation Plan (filed as Exhibit 99 to
the OM Group, Inc. Form S−8 Registration Statement filed on July 3,1996, and incorporated
herein by reference).

*10.5 Mooney Chemicals, Inc. Welfare Benefit Plan. ‡
*10.6 Mooney Chemicals, Inc. Profit Sharing Plan. ‡
*10.7 Amendment to Mooney Chemicals, Inc. Profit Sharing Plan. ‡
*10.8 OMG/ Mooney Chemicals, Inc. Employee Profit Sharing Plan, as amended (incorporated by

reference to Exhibit 10.8 to the Company’s Registration Statement on Form S−4 (No. 333−
84128) filed on March 11, 2002).

*10.9 OM Group, Inc. Benefit Restoration Plan, effective January 1, 1995 (incorporated by reference to
Exhibit 10.9 to the Company’s Registration Statement on Form S−4 (No. 333−84128) filed on
March 11, 2002).

*10.10 Trust under OM Group, Inc. Benefit Restoration Plan, effective January 1, 1995 (incorporated by
reference to Exhibit 10.10 to the Company’s Registration Statement on Form S−4
(No. 333−84128) filed on March 11, 2002).

*10.11 Amendment to OMG Americas, Inc. Profit−Sharing Plan (filed as Exhibit 99 to the OM Group,
Inc. Form S−8 Registration Statement filed on July 3, 1996, and incorporated herein by
reference).

10.12 OM Group, Inc. Non−employee Director’s Equity Compensation Plan (incorporated by reference
to Exhibit 10.12 to the Company’s Registration Statement on Form S−4 (No. 333− 84128) filed
on March 11, 2002).

*10.13 OM Group, Inc. Bonus Program for Key Executives and Middle Management. ‡
*10.14 Employment Agreement between Mooney Acquisition Corporation and James P. Mooney dated

September 30, 1991.
‡

*10.15 Amendment to Employment Agreement between OM Group, Inc. and James P. Mooney dated
August 19, 1992.

‡

*10.16 Employment Agreement between OM Group, Inc. and Michael J. Scott (incorporated by
reference to Exhibit 10.17 to the Company’s Registration Statement on Form S−4 (No. 333−
84128) filed on March 11, 2002).

+10.17 Joint Venture Agreement among OMG B.V., Groupe George Forrest S.A., La Generale Des
Carrieres Et Des Mines and OM Group, Inc. to partially or totally process the slag located in the
site of Lubumbashi, Democratic Republic of Congo.

++10.18 Agreement for Sale of concentrate production between Kokkola Chemicals Oy and La Generale
Des Carriers Et Des Mines dated April 21, 1997, including amendments dated August 27, 2003.

+10.19 Long term Slag Sales Agreement between La Generale Des Carriers Et Des Mines and J.V.
Groupement Pour Le Traitement Du Terril De Lubumbashi (filed as an Annex to Exhibit 10.17).

+10.20 Long Term Cobalt Alloy Sales Agreement between J.V. Groupement Pour Le Traitement Du
Terril De Lubumbashi and OMG Kokkola Chemicals Oy (filed as an Annex to Exhibit 10.17).

+10.21 Tolling Agreement between Groupement Pour Le Traitement Du Terril De Lubumbashi and
Societe De Traitement Due Terril De Lubumbashi (filed as an Annex to Exhibit 10.17).

*10.22 OM Group, Inc. 1998 Long−Term Incentive Compensation Plan, Including form of stock option
agreement.

90



Table of Contents

*10.23 Separation Agreement between OM Group, Inc. and Edward W. Kissel dated July 2, 2003.
10.24 Lease agreement between Outokumpu Harjavalta Metals Oy and Outokumpu Nickel Oy (filed as

Exhibit 10.27 to the Company’s Annual Report on Form 10−K for the fiscal year ended
December 31, 2000 and incorporated herein by reference).

10.25 Purchase Agreement (as amended and restated) as of August 10, 2001 by and between dmc2
Degussa Metals Catalysts Cerdec AG, Degussa AG and OM Group, Inc. (incorporated by
reference to Exhibit 2.1 to the Company’s Current Report on Form 8−K filed on August 24, 2001).

10.26 Heads of Agreement as of April 23, 2001 between OM Group, Inc. and Ferro Corporation
(incorporated by reference to Exhibit 2.2 to the Company’s Current Report on Form 8−K filed on
August 24, 2001).

10.27 OMG−Ferro Purchase Agreement dated as of August 31, 2001 by and between OM Group, Inc.
and Ferro Corporation (incorporated by reference to Exhibit 2.1 to the Company’s Current Report
on Form 8−K filed on September 21, 2001).

*10.28 Employment Agreement between OM Group, Inc. and Thomas R. Miklich dated May 1, 2002
(filed as Exhibit 10.1 to the Company’s Quarterly Report on Form 10−Q for the quarter ended
June 30, 2002 and incorporated herein by reference).

*10.29 OM Group, Inc. 2002 Stock Incentive Plan (incorporated by reference to Appendix A to the
Company’s Proxy Statement filed April 5, 2002).

*10.30 Amendment to Employment Agreement between OM Group, Inc. and James P. Mooney dated
December 20, 2002 (incorporated by reference to Exhibit 10.29 to the Company’s Annual Report
on Form 10−K filed on March 25, 2003).

*10.31 Amendment to Employment Agreement between OM Group, Inc. and Thomas R. Miklich dated
December 1, 2002 (incorporated by reference to Exhibit 10.30 to the Company’s Annual Report on
Form 10−K filed on March 25, 2003).

*10.32 Agreement by and between OM Group, Inc. and Michael J. Scott dated September 11, 2003.
*10.33 Separation Agreement by and between OM Group, Inc. and Thomas R. Miklich dated October 17,

2003.
*10.34 Employment Agreement by and between OM Group, Inc. and R. Louis Schneeberger dated

February 16, 2004.
*10.35 Employment Agreement by and between OM Group, Inc. and Frank E Butler dated February 9,

2005 (incorporated by reference to Exhibit 1 to the Company’s Current Report on Form 8−K filed
on February 5, 2005).

*10.36 Supplemental Retirement Plan for James P. Mooney.

      (12) Computation of Ratio of Earnings to Fixed Charges

      (18) Letter from Ernst & Young LLP regarding change in accounting principle

      (21) List of Subsidiaries

      (23) Consent of Ernst & Young LLP

      (24) Powers of Attorney

      (31.1) Certification of Principal Executive Officer Pursuant to Rule 13a−14(a)/15d−14(a)

      (31.2) Certification of Principal Financial Officer Pursuant to Rule 13a−14(a)/15−d−14(a)

(32) Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C. 1350
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* Indicates a management contract, executive compensation plan or arrangement.
+ Portions of Exhibit have been omitted and filed separately with the Securities and Exchange

Commission in reliance on Rule 24b−2 and an Order from the Commission granting the Company’s
request for confidential treatment dated June 26, 1998.

++ Portions of Exhibit have been omitted and filed separately with the Securities and Exchange
Commission in reliance upon the Company’s request for confidential treatment pursuant to
Rule 24b−2.

‡ These documents were filed as exhibits to the Company’s Form S−1 Registration Statement
(Registration No. 33−60444) which became effective on October 12, 1993, and are incorporated herein
by reference.
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Signatures
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this
Annual Report on Form 10−K to be signed on its behalf by the undersigned, thereunto duly authorized, on March 30, 2005.

OM GROUP, INC.

By: /s/ Frank E. Butler

Frank E. Butler
Interim Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10−K has been signed below on
March 30, 2005 by the following persons on behalf of the registrant and in the capacities indicated.

Signature Title

/s/ Frank E. Butler*
Frank E. Butler

Interim Chief Executive Officer and Chairman of
the Board of Directors (Principal Executive Officer)

/s/ R. Louis Schneeberger*
R. Louis Schneeberger

Chief Financial Officer (Principal Financial and
Accounting Officer)

/s/ Lee R. Brodeur*
Lee R. Brodeur

Director

James P. Mooney
Director

/s/ John E. Mooney*
John E. Mooney

Director

/s/ Katharine L. Plourde*
Katharine L. Plourde

Director

/s/ William J. Reidy*
William J. Reidy

Director

/s/ Markku Toivanen*
Markku Toivanen

Director

*By /s/ R. Louis Schneeberger
R. Louis Schneeberger

Attorney−in−Fact
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OM Group, Inc.
Schedule II — Valuation and Qualifying Accounts
Years Ended December 31, 2003, 2002 and 2001

(Dollars in Thousands)

Balance at Charged to Charged
to Balance at

Beginning Costs and Other End of
Classifications of Year Expenses Accounts Deductions Year

2003:

Allowance for doubtful accounts $ 2.4 $ 1.2(1) — $ (1.6)(6) $ 2.0
Income tax valuation allowance 91.2 39.8(2) $ 23.1(5) — 154.1
Environmental reserve(8) 12.5 3.7(3) — (2.0)(7) 14.2
Shareholder litigation accrual — 84.5(4) — — 84.5

$ 106.1 $ 129.2 $ 23.1 $ (3.6) $ 254.8

2002, as restated:

Allowance for doubtful accounts $ 2.7 $ 1.0(1) $ (1.3)(6) $ 2.4
Income tax valuation allowance 73.0 18.2(2) — — 91.2
Environmental reserve(8) 3.2 10.8(3) — (1.5)(7) 12.5

$ 78.9 $ 30.0 — $ (2.8) $ 106.1

2001, as restated:

Allowance for doubtful accounts $ 2.4 $ 1.6(1) $ (1.3)(6) $ 2.7
Income tax valuation allowance 54.3 18.7(2) — — 73.0
Environmental reserve(8) — 3.2(3) — — 3.2

$ 56.7 $ 23.5 — $ (1.3) $ 78.9

(1) Provision for uncollectible accounts included in selling, general and administrative expenses.

(2) Increase in valuation allowance is recorded as a component of the provision for income taxes.

(3) Provision for environmental costs included in expenses.

(4) Provision for shareholder class action lawsuits. See Note P to the Consolidated Financial Statements included in Item 8 of this
Annual Report.

(5) Valuation allowance for deferred tax assets previously classified in discontinued operations. Related deferred tax asset was also
reclassified to continuing operations.

(6) Actual accounts written−off against the allowance — net of recoveries.

(7) Actual cash expenditures charged against the accrual.

(8) Includes reserves related to the Company’s continuing and discontinued operations.
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ANNUAL REPORT OF FORM 10−K
OM GROUP, INC.

For the year Ended December 31, 2003
EXHIBIT INDEX

Exhibit
Number Description

3.1‡ Amended and Restated Certificate of Incorporation of the Company
3.2‡ Amended and Restated Bylaws of the Company
4.1‡ Form of Common Stock Certificate of the Company
4.2 Stockholder Rights Agreement dated as of November 5, 1996 between OM Group, Inc. and National City

Bank (incorporated by reference to Exhibit 4.2 to the Company’s Registration Statement on Form S−4
(No. 333−84128) filed on March 11, 2002).

4.3 Indenture, dated as of December 12, 2001, among OM Group, Inc., the Guarantors (as defined therein)
and The Bank of New York, as Trustee (incorporated by reference to Exhibit 4.3 to the Company’s
Registration Statement on Form S−1/ A (No. 333−74566) filed on January 14, 2002).

4.4 Purchase Agreement, dated as of December 7, 2001, among OM Group, Inc., the Guarantors (as defined
therein) and Credit Suisse First Boston Corporation, as the representative of the Several Purchasers (as
defined therein) (incorporated by reference to Exhibit 4.4 to the Company’s Registration Statement on
Form S−1/ A (No. 333−74566) filed on January 14, 2002).

4.5 Registration Rights Agreement, dated as of December 12, 2001, among OM Group, Inc., the Guarantors
(as defined therein) and Credit Suisse First representatives of the Several Purchasers (as defined therein)
(incorporated by reference to Exhibit 4.5 to the Company’s Registration Statement on 333−74566) filed
on January 14, 2002).

4.6 Revolving Credit Agreement, dated as of August 1, 2003, among OM Group, Inc. as the borrower, the
lending institutions named therein as lenders; National City Bank, as a Lender, the Swing Line Lender, the
Letter of Credit Issuer, the Administrative Agent, the Collateral Agent, the Lead Arranger, and the Book
Running Manager, KeyBank National Association and LaSalle Bank National Association as
Co−Syndication Agents (filed as Exhibit(4) to the Company’s Quarterly Report on Form 10−Q for the
quarter ended September 30, 2003 and incorporated herein by reference).

10.1‡ Technology Agreement among Outokumpu Oy, Outokumpu Engineering Contractors Oy, Outokumpu
Research Oy, Outokumpu Harjavalta Metals Oy and Kokkola Chemicals Oy dated March 24, 1993.

10.2*‡ OM Group, Inc. 1992 Long−Term Incentive Compensation Plan.
10.3* Amendment to OM Group, Inc. Long−Term Incentive Compensation Plan (filed as Exhibit 99(b) to the

Company’s Registration Statement on Form S−8 filed on February 1, 1994, and incorporated herein by
reference).

10.4* Amendment to OM Group, Inc. Long−Term Incentive Compensation Plan (filed as Exhibit 99 to the OM
Group, Inc. Form S−8 Registration Statement filed on July 3, 1996, and incorporated herein by reference).

10.5*‡ Mooney Chemicals, Inc. Welfare Benefit Plan.
10.6*‡ Mooney Chemicals, Inc. Profit Sharing Plan.
10.7*‡ Amendment to Mooney Chemicals, Inc. Profit Sharing Plan.
10.8* OMG/ Mooney Chemicals, Inc. Employee Profit Sharing Plan, as amended (incorporated by reference to

Exhibit 10.8 to the Company’s Registration Statement on Form S−4 (No. 333−84128) filed on March 11,
2002).

10.9* OM Group, Inc. Benefit Restoration Plan, effective January 1, 1995 (incorporated by reference to
Exhibit 10.9 to the Company’s Registration Statement on Form S−4 (No. 333−84128) filed on March 11,
2002).

10.10* Trust under OM Group, Inc. Benefit Restoration Plan, effective January 1, 1995 (incorporated by
reference to Exhibit 10.10 to the Company’s Registration Statement on Form S−4 (No. 333−84128) filed
on March 11, 2002).

95



Table of Contents

Exhibit
Number Description

10.11* Amendment to OMG Americas, Inc. Profit−Sharing Plan (filed as Exhibit 99 to the OM Group, Inc.
Form S−8 Registration Statement filed on July 3, 1996, and incorporated herein by reference).

10.12 OM Group, Inc. Non−employee Director’s Equity Compensation Plan (incorporated by reference to
Exhibit 10.12 to the Company’s Registration Statement on form S−4 (No. 333−84128) filed on March 11,
2002).

10.13*‡ OM Group, Inc. Bonus Program for Key Executives and Middle Management.
10.14*‡ Employment Agreement between Mooney Acquisition Corporation and James P. Mooney dated

September 30, 1991.
10.15*‡ Amendment to Employment Agreement between OM Group, Inc. and James P. Mooney dated August 19,

1992.
10.16* Employment Agreement between OM Group, Inc. and Michael J. Scott (incorporated by reference to

Exhibit 10.17 to the Company’s Registration Statement on Form S−4 (No. 333−84128) filed on March 11,
2002).

10.17+ Joint Venture Agreement among OMG B.V., Groupe George Forrest S.A., La Generale Des Carrieres Et
Des Mines and OM Group, Inc. to partially or totally process the slag located in the site of Lubumbashi,
Democratic Republic of Congo.

10.18++ Agreement for Sale of concentrate production between Kokkola Chemicals Oy and La Generale Des
Carriers Et Des Mines dated April 21, 1997, including amendments dated August 27, 2003.

10.19+ Long term Slag Sales Agreement between La Generale Des Carriers Et Des Mines and J.V. Groupement
Pour Le Traitement Du Terril De Lubumbashi (filed as an Annex to Exhibit 10.17).

10.20+ Long Term Cobalt Alloy Sales Agreement between J.V. Groupement Pour Le Traitement Du Terril De
Lubumbashi and IMG Kokkola Chemicals Oy (filed as an Annex to Exhibit 10.17).

10.21+ Tolling Agreement betterave Groupement Pour Le Traitement Du Terril De Lubumbashi and Societe De
Traitement Due Terril De Lubumbashi (filed as an Annex to Exhibit 10.17).
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                                                                   Exhibit 10.17

                             JOINT VENTURE AGREEMENT
                             −−−−−−−−−−−−−−−−−−−−−−−

BETWEEN

                    OMG B.V.

                    GROUPE GEORGE FORREST S.A.

AND

                     LA GENERALE DES CARRIERES ET DES MINES



THE PRESENT AGREEMENT IS ESTABLISHED IN ITS ENTIRETY BY ALL
THE ELEMENTS HEREINAFTER SPECIFIED AND AS REFERRED TO IN THE
RESPECTIVE ARTICLES

I.      DEFINITIONS

II.     SPECIAL PROVISIONS

     1.      Formation of a Joint Venture
     2.      Representations, Warranties, Title to Assets
     3.      Capital Contributions and. Financing of the Project
     4.      Management
     5.      Preliminary Activities
     6.      Related Agreements
     7.      Liabilities and Commitments of the Parties
     8.      Term and Termination
     9.      Withdrawal Option
     10.     Buffer Stock
     11.     Additional Guarantees
     12.     Developments

III.    GENERAL PROVISIONS

     1.      Hierarchical Order of the Agreements
     2.      Amendments
     3.      Restrictions on Transfers
     4.      Arbitration and Applicable Laws
     5.      Confidentiality
     6.      Force Majeure
     7.      Notices
     8.      No Waiver
     9.      Severability and Headings
     10.     Sovereign Immunity
     11.     Appendices
     12.     Further Engagements
     13.     General Clauses
     14.     Authorizations and Entering into Force



The Present Agreement is concluded between:

1.OMG B.V. a company organized and existing under the laws of the Netherlands,
  having its registered office at ROTTERDAM, being a 100 per cent controlled
  subsidiary of OM Group Inc., a company organized and existing under the laws
  of the state of DELAWARE (USA) and having its registered office at 3800
  Terminal Tower, CLEVELAND 44113 OHIO (USA), which shall be together with its
  subsidiary jointly and severally responsible for the obligations of the
  subsidiary, OMG B.V. hereinafter referred to as OMG;

2.GROUPE GEORGE FORREST S.A., a company organized and existing under the laws
  of Luxembourg and having its registered office at 25 rue de la Chapelle,
  Luxembourg, hereinafter referred to as GGF; and

3.LA GENERALE DES CARRIERES ET DES MINES, a corporation organized and existing
  under the laws of the Democratic Republic of Congo and having its registered
  office at boulevard Kamanyola, P.O. Box 450, LUBUMBASHI, DEMOCRATIC REPUBLIC
  OF CONGO, hereinafter referred to as GECAMINES, or GCM.

Whereas the Parties have concluded a Frame Agreement signed in February 1996
where they have agreed on the general outlines of the establishment of a Joint
Venture to partially or totally process the slag in the site of LUBUMBASHI;

Whereas OMG, GGF and GECAMINES have initiated studies to determine the
economical and technical feasibility of a Cobalt Slag Processing Operation in
LUBUMBASHI, DEMOCRATIC REPUBLIC OF CONGO;

Whereas the Parties intend to invest in the Processing Plant if the feasibility
proves to be positive;
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Whereas for the purpose of carrying out the activities of the Project, the
Parties wish to form:

  (a) a Joint Venture Company under the laws of JERSEY in the form of a private
    limited liability company or in any other country and/or in such other form
    as agreed by the parties (the Joint Venture, hereinafter referred to as
    J.V.);

  (b) a Slag Processing Company in the form of a Private Company with Limited
    Responsibility (SPRL) existing under the laws of the DEMOCRATIC REPUBLIC OF
    CONGO, the shares of which shall be primarily owned by the J.V. (hereinafter
    referred to as Slag Processing Company of Lubumbashi or Processing Company
    or S.T.L.);

Whereas the Parties wish to formalize their Agreement as to the formation and
operation of a J.V. as well as to carry out activities such as feasibility
studies, building of the Plant, Processing of Slag, Purchase of Slag, Sales of
Processed Materials, transportation as well as management related to the
project;

NOW THEREFORE in consideration of the premises and of the Contracts and
Agreements contained in this Agreement, the Parties hereby agree as follows:
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I.      DEFINITIONS

The terms defined hereinafter shall for all purposes of this Agreement and
related Contracts have the meanings hereinafter specified, unless otherwise
specified:

AGREEMENT means this document signed by the Parties and its appendices forming
an integral part of the present Agreement as well as its possible amendments.

BUYER means OMG KOKKOLA CHEMICALS Oy (KCO), a subsidiary of the OMG Group,
buying Cobalt Alloy in the Long Term Cobalt Alloy Sales Agreement.

PURCHASER means the J.V. purchasing Slag in the Long Term Slag Sales Agreement.

COBALT BEARING ALLOY or TREATED MATERIAL means the main end product of the
Processing Company (sometimes also called "Cobalt Alloy") containing cobalt and
copper.

YEAR means calendar year beginning on 1st of January and ending on 31st of
December.

UMPIRE means a person appointed by mutual agreement of the J.V. and the Buyer or
GECAMINES in accordance with the Long Term Slag Sales Agreement or Long Term
Cobalt Alloy Sales Agreement.

CIF means "cost, insurance and freight" as defined in INCOTERMS, 1990 edition.

TOLLING AGREEMENT means the Agreement concluded between the J.V. and the
Processing Company for the purpose of processing Slag into Cobalt bearing Alloy.

LONG TERM COBALT ALLOY SALES AGREEMENT means the Agreement whereby the J.V.
undertakes to sell Cobalt Alloy to the Buyer and the latter undertakes to buy
Cobalt Alloy from the J.V.

LONG TERM SLAG SALES AGREEMENT means the Agreement whereby GECAMINES undertakes
to sell Slag to the J.V. and the latter undertakes to buy Slag from GECAMINES.

DATE OF DELIVERY means the date on which the J.V. takes and becomes the owner of
the Site Slag according to the terms of the ex−site delivery clause.
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DDU means "delivery duty unpaid" as defined in INCOTERMS, 1990 edition

EXW means "ex works delivery" clause as defined in INCOTERMS, 1990 edition.

SUPPLIER means the GENERALE DES CARRIERES ET DES MINES supplying Slag in the
Long Term Slag Sales Agreement.

J.V. means a private limited liability company having its registered office in
JERSEY.

BUSINESS DAY means a day which is not a Saturday, a Sunday or a public holiday
in Finland, The Netherlands or the Democratic Republic of Congo.

KCO means OMG KOKKOLA CHEMICALS Oy, a subsidiary of the OMG Group located in
KOKKOLA, REPUBLIC OF FINLAND and established under the laws of the REPUBLIC OF
FINLAND.

LMB means the LONDON METAL BULLETIN.

LME means the LONDON METAL EXCHANGE.

SUPPLY LOT means a part of each delivered supply of Cobalt Alloy containing
approximately 100 tons of Cobalt Alloy as divided by the BUYER in KOKKOLA for
weighing, sampling, analysis and moisture content determination.

EXPEDITION LOT means the tonnage of one container of Cobalt Alloy dispatch from
the Processing Plant.

USED LOTS means the Lot or Lots of Cobalt Alloy taken into usage by the BUYER
for a period of one month.

MONTH means calendar month.

PARTIES means the Parties to this Agreement.

QUOTATIONAL PERIOD means the Period defined in Article 5 of the Long Term Slag
Sales Agreement or in Article 6.2 in the Long Term Cobalt Alloy Sales Agreement.

WEIGHTS AND MEASURES
1 (metric) ton  =       2,204.6 pounds avoirdupois
1 dmt or ts     =       1 dry metric ton
1 wmt or th     =       1 wet metric ton
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TAKEN INTO USAGE means the taking of the Cobalt Alloy either directly from the
ordinary commercial raw material Stock or alternatively from the Buffer Stock as
a complement of the KOKKOLA Processing Plant.

PROJECT means the conception and building of a Processing Plant in LUBUMBASHI
for the purpose of exploiting the Slag Site of LUBUMBASHI as well as the proper
operation of the Processing Plant, the trading operations including related
operations and the distribution of the profits.

PROCESSED SLAG means the Slag resulting from the operations in the Processing
Plant

SLAG means cobalt bearing slag located in the Site in THE DEMOCRATIC REPUBLIC OF
CONGO and to be used as feeding stock in the Processing plant.

SITE or SLAG SITE means the area in the Democratic Republic of Congo where the
Slag is located and available to be delivered to the J.V. pursuant to this
Agreement (called Terril de LUBUMBASHI, originating from the residues of the
WATER JACKET ovens of GECAMINES and namely including the zones I, J, Ki, K2 and
TAS G−L having an average cobalt content of 1,85% as described in further detail
in appendix 1 of the Frame Agreement attached as Appendix 1 to this Agreement).

PROCESSED SLAG SITE means the area in the Democratic Republic of Congo where the
processed slag will be stocked.

PROCESSING COMPANY means the Company to be set up by the J.V. in the Democratic
Republic of Congo in the form of a SPRL for the purposes of operating the
Processing Plant.

COMMERCIAL STOCK means the ordinary stock of Cobalt Alloy enabling the regular
supply of OMG−KCO plant taking into account the periodicity of maritime
arrivals.

BUFFER STOCK means the Cobalt Alloy Stock to be established at OMG in KOKKOLA,
FINLAND in accordance with article 10 of the J.V. Agreement and to be kept
separate from the Ordinary Commercial Cobalt Alloy Stock of OMG KOKKOLA
Chemicals Oy.
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USD means the lawful currency of the UNITED STATES OF AMERICA.

PROCESSING PLANT means the Plant to be located in LUBUMBASHI in the DEMOCRATIC
REPUBLIC OF CONGO. The Plant shall be operated by the Processing Company for the
purpose of processing Slag into Cobalt bearing Alloy.

SELLER means the J.V. selling Cobalt Alloy in the Long Term Cobalt Alloy Sales
Agreement.

II.     SPECIAL PROVISIONS

1.   FORMATION OF THE JOINT VENTURE
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−− 

1.1. The Parties hereby agree to promptly establish a Joint Venture Company in
  the form of a private limited liability company to be named GROUPEMENT DU
  TRAITEMENT DU TERRIL DE LUBUMBASHI (GTL) or such other name as agreed by the
  Parties.

  The By−laws of the J.V. shall be prepared and signed by the Parties in such
  time as unanimously agreed by them.

1.2  The primary goals of the J.V. are:

     i)   to establish a Processing Company, a subsidiary to the J.V., to be
          registered under the laws of the DEMOCRATIC REPUBLIC OF CONGO and to
          be named Societe de Traitement du Terril de LUBUMBASHI (S.T.L.).

     ii)  to conclude and ensure the best possible follow−up of Agreements such
          as:

          −       The Long Term Slag Sales Agreement
          −       The Long Term Cobalt Alloy Sales Agreement
          −       The Tolling Agreement (related to the processing of
                  the Slag by the Processing Company)

     iii) to conclude the Agreement of the Parties concerning the Capital
          contributions, the loans and other financing of the Project as well as
          optimizing and distributing the profits.

     iv)  to organize the management and follow−up of the Project.

2.      REPRESENTATIONS, WARRANTIES, TITLE TO ASSETS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

2.1.    Capacity of the Parties

     Each of the Parties represents and warrants as follows:

     a) that it is a legal entity duly incorporated in its
        country of constitution,



  b) that it has the corporate capacity to enter into and perform this
    Agreement,

    that all corporate and other actions required to authorize the party to
    enter into and perform this Agreement have been taken;

  c) that the Party shall not breach any other agreement or contract by entering
    into or performing this Agreement; that this Agreement is valid and binding
    upon in accordance with its terms.

3. CAPITAL CONTRIBUTIONS AND FINANCING OF THE PROJECT
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

3.1. The pre−feasibility study undertaken by OMG has estimated that the total
     investment of the Project will be at about 115 USD million. The total
     amount shall be decided by the Parties after the completion of the
     feasibility studies.

     The total capital to be considered below shall therefore be in the order of
     USD 115 millions (or such other figure as determined by the Parties after
     the completion of the feasibility study), possibly further increased to
     obtain the working capital necessary to start the operations.

     To that effect, the J.V. shall issue ordinary shares in one or more calls
     for Parties to subscribe, such as described in article 3.2. below and the
     Parties shall undertake to subscribe such issued ordinary shares as
     described below in this article.

     i)   OMG undertakes to subscribe 51 per cent of any issued ordinary shares
          of the J.V.

     Additionally OMG undertakes to subscribe ** per cent of any ordinary
     shares of the J.V. Company issued prior to the end of 1999 (or such other
     date as agreed by the Parties) ** as further determined in article
     3.1.iii below and described in further details in the Option Agreement
     attached as Appendix 5 to this Agreement.

     ii)  GGF undertakes to subscribe 29 per cent of any issued ordinary shares
          of the J.V. Company. 

     ** Confidential treatment has been requested with respect to certain
     information contained within this document. Confidential portions are
     omitted and filed separately with the Securities and Exchange Commission
     pursuant to Rule 24b−2 of the Securities and Exchange Act of 1934.
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  iii) GCM undertakes initially to subscribe one ordinary share of the J.V.
    Company.

    Additionally GCM undertakes to progressively purchase ** per cent minus
    one share of the total outstanding issued ordinary share capital of the J.V.
    Company from OMG ** from the date of the subscription till the date of
    the subscription till the date of purchase of such shares by GCM.

    For the payment of these purchases GCM ** in compensation for the first
    Slag sales under the Long Term Slag Sale Agreement.

    J.V. shall act as the paying agent for the purchase and sales of such
    shares **

    GCM will be paid for the supplied Slag by the J.V. only after the shares
    representing ** per cent of the total outstanding ordinary share capital
    of the J.V. Coin an have been fully purchased and paid up **.

3.2. The financing as described above shall take place in several separate
     installments and in such a manner as decided by the Parties or by the Board
     of Directors.

    The Parties shall contribute to any capital increase in proportion to their
    respective capital contribution obligations as mentioned in Article 3.1.
    above or in any other manner as agreed by the Parties.

    The preliminary expenses made by the Parties for the Project may be used by
    them as a capital contribution, such as specified in Article 5 below.

    If any Party (the defaulting party) were unable to participate in any of the
    basic capital contributions, duly decided by the Parties or the Board of
    Directors of the J.V. within the limits of the overall funding obligations
    of the Parties, the other Parties shall have the option to increase their
    respective share in the capital of the J.V in proportion to their
    shareholdings.

** Confidential treatment has been requested with respect to certain information
contained within this document. Confidential portions are omitted and filed
separately with the Securities and Exchange Commission pursuant to Rule 24b−2 of
the Securities and Exchange Act of 1934.
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3.3. The Parties agree Chat apart from the obligation to provide with the
     capital contributions mentioned in article 3.1. above, the Project is
     intended to be self−financing to the maximum extent possible.

     To the extent the revenues of the J.V. are insufficient to meet with all
     the obligations (including operation expenses and financial charges), the
     Parties shall then seek to obtain additional financing from an outside
     financing source to be primarily secured by the proceeds from the sales of
     the Treated Materials to KCO or by parent guarantees to be provided by the
     Parties in proportion to their respective contributions to the J.V.

3.4. Any additional capital increase or a parent loan, which go beyond the
     initial capital can only be requested if so decided by the General Meeting
     or the Board in accordance with the Articles of the J.V.

     In the event that a Party (or several Parties) is not able or willing to
     participate in any additional capital contribution, this shall not prevent
     the other Parties (or other Party) to increase their capital contributions
     and accordingly increase their capital share in the J.V.

     Failure by any Party to participate in a capital contribution increasing
     the capital beyond the total amount of capital as defined in art. 3.l.
     above, cannot be regarded as a default of the failing Party or Parties.

3.5. All the net revenues of the J.V., after payment of all operation costs and
     expenses, financial costs, taxes if any and contributions to any applicable
     reserve funds as may be required by the law, shall be paid out as
     distributions by the J.V. to the Parties in proportion to their capital
     participation. 
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4.      MANAGEMENT
−−−−−−−−−−−−−−−−−−

4.1. After the signing of this Agreement at the latest, the Parties shall
     establish a temporary Management Committee composed of 6 members and their
     respective alternates.

     Each Party shall nominate two representatives thereto.

     A Project Manager shall be appointed by OMG to supervise the implementation
     and technical execution of the project until the building of the Processing
     Plant has been completed.

4.2. The Project shall be administrated by this temporary Management Committee
     until the J.V. has been formally established and its Board of Directors has
     been elected and nominated.

     OMG shall nominate three representatives and 3 alternates to the Board of
     Directors, whereas GGF shall nominate 2 representatives and 2 alternates
     and GCM shall nominate 1 representative and 1 alternate.

     The Chairman of the Board shall be elected among the representative members
     of OMG.

     Two Vice−Presidents shall be elected. The first Vice− President position
     shall be devolved to the representative of GECAMINES and the second one
     shall be devolved to one of the GGF representatives.

4.3. The quorum of the Board of Directors is constituted by the presence of at
     least four directors. The decisions of the Board of Directors shall require
     the affirmative vote of at least four directors.

4.4. The quorum of the General Meeting is constituted upon the presence of
     representatives of the Parties possessing at least 66 per cent of the
     capital of the J.V.

     All decisions of the General Meeting shall require the affirmative vote of
     representatives of the Parties possessing at least 66 per cent of the
     shares in the J.V. save the decisions which are taken based on the special
     procedure envisaged in art 4.5. below where the affirmative vote of 50 per
     cent of the shares shall be sufficient. 
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In any case the following matters In the General Meeting shall require the
affirmative vote of the representatives of the Parties possessing at least 66
per cent of the Capital of the J.V.

a)   the approval of the annual budget;
b)   the increase of the J.V. capital;
c)   An outside financing in excess of 5 percent of the amount of the capital;
d)   winding−up or liquidation of the J.V. Partnership;
e)   the final decision to commence the investment, construction and processing
     Operations as envisaged in Article 5.4. below;
f)   all decisions in relation to. the matters listed above shall also be
     subject to the specific majorities when they relate to the Processing
     Company and/or to the instructions to be given by the J.V. to the Board of
     Directors of the Processing Company.
g)   revision or amendment of any of the Agreements listed in Article 6.

4.5. The Parties agree that the management of the J.V. shall vest in the Board
     which may exercise all powers of and do all acts and things on behalf of
     the J.V., save such as are required by the local law to be exercised or
     done by the J.V. in the General Meeting. Nevertheless, in the event that
     the Board of Directors is unable to take a decision in a matter which is
     outside of the day to day management of the J.V. and which indecision may
     threaten to damage the development of the Project or the security of the
     manufacturing of the Slag or the deliveries of Treated Material, such
     matters shall be taken to the General Meeting, which shall have the
     exclusive right to decide upon those matters with an exceptional majority
     of 50 per cent. Before the date of such General Meeting, the Parties will
     use their best endeavors to decrease the discrepancies between their points
     of view.

4.6. The J.V. shall reimburse the Parties the travel and out of pocket expenses
     incurred by the Board of Directors or their representatives to attend the
     Board meetings. 
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4.7. All programs and budgets shall be established on a calendar year basis,
     unless otherwise mutually agreed.

4.8. STL shall be managed by a Managing Board that shall appoint and elect the
     General Director.

     OMG shall nominate 3 representatives to the Managing Board, whereas GGF
     shall nominate 2 representatives and GCM shall nominate l representative.

     The Chairman of the Board shall be elected among the GGF representatives.

     Two Vice−Presidents shall be designated and nominated.

     The first position shall be devolved to the GECAMINES representative and
     the second position shall be devolved to one of the OMG representatives.

5.      PRELIMINARY ACTIVITIES
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

5.1. Before deciding on the commercial exploitation of the Slag deposit, such
     further investigations and studies (referred to as preliminary activities)
     are necessary to determine the feasibility of the investment, the
     construction and processing activities.

5.2. The costs and expenses incurred by the Parties prior to the setting up of
     the J.V. and approved by the Board of Directors (and by an independent
     auditor, if necessary) shall be considered as a contribution against the
     obligation of the Parties to provide with the capital contribution of the
     J.V. pursuant to Article 3.1. of this Agreement.

5.3. The technical and administrative services needed to carry out the
     preliminary activities shall as far as possible be rendered by the Parties
     or their affiliated companies on such terms and conditions considered
     reasonable and acceptable by the Board of Directors.

5.4. Upon completion of the preliminary activities and after the analysis of the
     cobalt contents of the Slag deposit in accordance with Article 3 of the
     Frame Agreement, the Parties shall take their final decision as to whether
     they begin to invest, construct and initiate the Processing operations.
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     That decision shall be taken no later than six months after the signing of
     this Agreement, provided OMG and/or GGF have not made use of the right to
     withdraw.

6.      RELATED AGREEMENTS
−−−−−−−−−−−−−−−−−−−−−−−−−−

6.1. Slag Supply

     A Long Term Slag Sales Agreement shall be concluded between GCM on the one
     hand, and the J.V. on the other hand, whereby the J.V. shall have the
     exclusive right to purchase the Slag located on the well known site of
     LUBUMBASHI on terms and conditions as set out in the Frame Agreement and in
     further details in the Long Term Slag Sales Agreement attached as Appendix
     2 to this Agreement.

     To ensure uninterrupted and unhindered continuity of Slag deliveries to the
     J.V. and to the Processing Company in accordance with the terms of the
     Frame Agreement and of the Long Term Slag Sales Agreement, GCM agrees as
     detailed in the above mentioned agreements, to accept that a Cobalt Alloy
     Buffer Stock be created by the J.V. in KOKKOLA FINLAND with a six month
     supply of KCO.

     The J.V. shall enter in the accounts and manage the fluctuations of that
     stock.

6.2. Cobalt Alloy Sales

     OMG undertakes that KCO shall undertake to purchase from the J.V. all or
     part of the Cobalt Alloy produced in the Processing Plant in accordance
     with the terms and conditions set up in the Long Term Cobalt Alloy Sales
     Agreement attached as Appendix 3 to this Agreement.

6.3. Management of STL

     The Board of Directors of the J.V. shall determine the by−laws of STL as
     well as the possible Management Agreement determining the management rules
     of STL in more detail. 
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6.4. Construction of the Processing Plant

     GGF's affiliates, the SPRL Entreprises Generales MALTA FORREST (EGMF) for
     earth moving and civil works, and NEW BARON & LEVEQUE INTERNATIONAL S.A.
     (NBLI) for site supervision, building, commissioning as well as certain
     engineering activities related to steel structure, piping, electricity and
     instrumentation and certain procurement and follow−up activities, shall be
     designated as nominated subcontractors.

     These companies shall provide the J.V. with a cost plus fee bid.

     On the basis of that bid, the Board of Directors of the J.V. shall decide
     either to award the Contract to the EGMF and NBLI or to call for tenders to
     third parties. In the latter case the companies EGMF and NBLI shall have
     the right of first refusal.

     All the principles, terms and conditions for the above mentioned
     subcontracts are described separately in the Construct ion Agreement.

6.5. Transportation Services

     The J.V. shall appoint GEORGE FORREST INTERNATIONAL S.A. to organize:

     1.   the handling of the Slag and Processed Slag if required after
          completion of the feasibility study.

     2.   the transportation of Cobalt−bearing Alloy from the Processing Plant
          to the port of KOKKOLA in Finland, unloading excluded but the
          supervision and related transport insurance included.

     That company shall submit a bid to the J.V.

     On the basis of that bid, the Board of Directors of the J.V. shall decide
     either to appoint the company or to call for bids from third parties. In
     such case GFI S.A. shall have the right of first refusal. 
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6.6. Tolling Agreement

     The Processing Company, STL, shall enter into a Tolling Agreement with the
     J.V. whereby the J.V. shall grant STL the right to process all of the Slag
     acquired by the J.V. from GCM on terms and conditions as set out in the
     Tolling Agreement attached as Appendix 4 to this Agreement.

7.   LIABILITIES AND COMMITMENTS OF THE PARTIES
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

7.1. The Parties' liability for the J.V.'s debts and liabilities are limited to
     the capital invested in the J.V.. The J.V. shall be the owner of its assets
     and shall be the obligor in respect to its liabilities.

     The Parties shall not be liable for the debts or liabilities of the J.V.,
     except to the extent any such debts or liabilities shall have been
     expressly guaranteed by such Party.

7.2. In order to protect the environment in LUBUMBASHI and subject to the
     limitations set out above the Parties undertake to construct, operate and
     maintain their Processing Plant in the Democratic Republic of CONGO in an
     orderly way and corresponding to the rules for protecting the environment
     applicable in the European Union.

8.   TERM AND TERMINATION
−−−−−−−−−−−−−−−−−−−−−−−−−

8.1. This Agreement shall remain in full force and effect for as long as:

     −       the J.V. shall hold any rights,
     −       the assets of the J.V. are not disposed of,
     −       a final settlement after liquidating the J.V. has not
             been made.

8.2. The Parties may at any time terminate this Agreement by mutual agreement in
     writing.

     In the case of termination by mutual agreement, the Parties shall agree as
     to the terms of the dissolution/liquidation of the J.v. 
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8.3. The non−defaulting Parties of the J.v. shall be entitled to vote for the
     exclusion of a defaulting Party, if the exclusion is voted unanimously by
     the members representing the non−defaulting Parties after having heard the
     explanations from the defaulting Party in one of the following cases:

     − that Party would materially infringe one of the provisions of this
     Agreement or related agreements and would not have remedied such breach as
     required in Article 13.1 of the general provisions;

     − that Party would be in default of its obligation related to investment
     needs as defined in Article 3, providing the terms of Article 13.1. of the
     General Provisions have been first made use of.

     The non−defaulting Parties may, acting together, either choose to terminate
     this Agreement or to acquire all the shares of the defaulting Party and the
     defaulting party has the obligation to sell all its shares at a price
     defined in article 8.5. below, deducting the possible damages.

8.4. In addition to the terms and conditions of Article 8.3., the non−affected
     Parties shall be entitled to vote for the exclusion of any Party affected
     by the occurrence of the following cases:

          i) any Party becoming insolvent or having a temporary receiver
          appointed of its assets or an execution of distress or warrant of
          distress levied upon its assets, or if they have a consequence on the
          execution of this Agreement.

          ii) an order being made or a resolution being passed for winding−up or
          liquidation of any Party except that where any such event is only for
          the purposes of acquisition or amalgamation with another and the
          relevant company emerging is and agrees to be bound by the terms of
          this Agreement, providing an endorsement be made and that such an
          event shall not endanger the completion of operations to the
          satisfaction of the non−affected Parties.

          iii) the shares of the social capital of a Party have been acquired to
          an extent exceeding 26 percent of the social capital of that Party by
          a competitor of any of the other Parties.
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8.5. In the event of the exclusion of any Party due to Article 8.3 or 8.4 of the
     Special Provisions or to Article 13.1 of the General Provisions, as well as
     in the event of a voluntary withdrawal, the remaining Parties shall be
     entitled (but not obligated) to purchase all the shares, (but not less than
     all the shares) of the excluded or withdrawing Party. That purchase shall
     be in proportion to the shares already held, unless otherwise agreed by the
     non−defaulting Parties. The purchase price shall be set at the book value.
     The book value shall be calculated on the capital of the J.V. including the
     equity capital, retained earnings and reserves less any and all long and
     short term liabilities.

     In case any of the Parties would not agree upon the book value, the Parties
     shall appoint an independent internationally accepted auditing firm to make
     such a valuation. Such a valuation shall be binding to all Parties.

     Should the Parties not agree upon the auditing firm, the valuation shall be
     decided in an arbitration pursuant to Article 4 of the General Provisions
     of the Agreement.

9. WITHDRAWAL OPTION
−−−−−−−−−−−−−−−−−−−−

It is absolutely essential for the Parties that the results from the preliminary
activities will give sufficient evidence that:

    i) the cobalt content of the Slag as to quantity and quality will be to the
     satisfaction of the Parties as defined in Articles 2 of the Long Term Slag
     Sales Agreement in the Appendix 2 hereto.

    ii) the commercial exploitation is viable to the satisfaction of the
     Parties, in accordance to the feasibility studies, construction and
     investment calculations related to the processing as well as the other
     activity plans to be completed in accordance with Article 5.1 above. 
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     The Parties shall have a period of consideration of 6 months starting on
     the date of entering into force of this Agreement. Should the conditions
     defined in sub−articles i) and ii) not be fulfilled within the said period
     to the satisfaction of any of the Parties, that Party shall have the right
     to withdraw from this Agreement without any liability to pay any
     compensation or reimbursement of costs to other Parties or any
     reimbursement of its own expenses.

10. BUFFER STOCK
−−−−−−−−−−−−−−−−

     The Long Term Slag and Cobalt Alloy Sales Agreements set out that the J.V.
     shall constitute and maintain a Cobalt Alloy Buffer Stock in KOKKOLA,
     FINLAND containing the equivalent of 6 months of delivery to KCO.

     The J.V. shall arrange for the accounts and manage the fluctuations of the
     Buffer Stock.

11. ADDITIONAL GUARANTEES
−−−−−−−−−−−−−−−−−−−−−−−−−

     GECAMINES undertakes :

     (i)  to guarantee for the J.V. an unhindered access right to the Site,
          either by not alienating to a third party or assigning to the J.V. the
          ownership of the strip of land through which access to the Site is
          made and such as mutually agreed, as well as the exclusive rights to
          the Slag.

     (ii) to support the obtaining of guarantees from the Government of the
          Democratic Republic of Congo such as a guaranty for a favorable fiscal
          treatment, guarantees concerning the expatriation of the profits, the
          non−expatriation of the Plant and a guarantee that in the case
          GECAMINES would be privatized, all its obligations resulting from this
          Agreement, would remain in force.

     (iii) to support the obtaining of other authorizations, permissions, fiscal
          exemptions, export licenses, etc. on behalf of the Processing Company
          and/or the J.V.
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     (iv) to give all the necessary assistance to insure a continuous supply of
          electricity and water to the Plant.

12. DEVELOPMENTS
−−−−−−−−−−−−−−−−

Given the possible developments in the processing technology in the coming years
and during the validity period of this Agreement, the Parties shall examine the
possibility to improve the quality of the production with the view to increase
its value added. 
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III.    GENERAL PROVISIONS
−−−−−−−−−−−−−−−−−−−−−−−−−−

1.      HIERARCHICAL ORDER OF THE AGREEMENTS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

     This Agreement is part of the Agreements concluded between the Parties.

     The aim of these Agreements is to set up the terms and conditions of the
     purchase of the Slag located at the Site, the setting up of the J.V. and of
     the Processing Company and selling the Cobalt−bearing Alloy to KCO for
     further processing.

     These Agreements are :

     (i)     JOINT VENTURE AGREEMENT
     (ii)    LONG TERM SLAG SALES AGREEMENT
     (iii)   LONG TERM COBALT ALLOY SALES AGREEMENT
     (iv)    TOLLING AGREEMENT

     Although each Agreement mentioned above can be interpreted independently
     and according to its own terms, it is to be noted that it is part of a
     larger contractual arrangement and that it has to be interpreted in light
     of the other Agreement.

     In the event of a conflict, the Agreements listed above shall be
     interpreted in the above order so that a prior Agreement shall always
     supersede a later one.

2.      AMENDMENTS
−−−−−−−−−−−−−−−−−−

     Any amendments or additions to this Agreement shall be valid only if made
     in writing and signed by duly authorized representatives of the Parties
     hereto.

     Should an amendment or modification to this Agreement have an effect to the
     other Agreements, the Parties undertake to change or modify these other
     Agreements in order to avoid any conflicts between this Agreement and the
     other Agreements. 
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3. RESTRICTIONS ON TRANSFERS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−

3.1. A Party shall not have the right to sell, assign, transfer, pledge or
     otherwise dispose of the shares it holds in the J.V. unless priorily
     consented in writing by all the other Parties.

3.2. The provisions of Article 3.1. shall not be applicable in the case of a
     transfer, sale or assignment of the shares by a Party to its affiliate
     company provided that the transfer, sale or assignment is total and is
     imposed by legitimate reorganization needs of the Party concerned.

     For the purposes of this Agreement, an affiliate company shall mean any
     company or entity which is a subsidiary or a parent of the transferor Party
     or which directly or indirectly controls or is controlled by the transferor
     Party.

3.3. Any transfer described or permitted in accordance with Articles 3.1 and 3.2
     shall be subject to the transferee giving its written undertaking to be
     bound by all the terms, conditions and undertakings of this Agreement and
     the relating Agreements.

3.4. Any transfer other than in accordance with Article 3.1. and 3.2. shall not
     be possible without the prior written consent of all Parties.

4. ARBITRATION AND APPLICABLE LAWS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

     In the event the Parties are unable to settle a dispute in connection with
     this Agreement out of court, they agree the dispute shall be submitted to
     the French section of the tribunals of Brussels which shall give a verdict
     pursuant to the Belgian laws.



                                                                              25

5. CONFIDENTIALITY
−−−−−−−−−−−−−−−−−−

5.1. Unless otherwise provided in this Article, all reports, records, data or
     any other information of any kind whatsoever developed or acquired by any
     Party in connection with the activities of the J.V. and/or the Processing
     Company in the DEMOCRATIC REPUBLIC OF CONGO controlled by the J.V., shall
     be treated as confidential and no Party shall reveal or otherwise disclose
     such confidential information to third parties without the prior consent of
     the other Parties.

     The above restrictions shall not apply to the disclosure of confidential
     information to any affiliate companies or any private or public financing
     institutions, any contractors or subcontractors, employees or consultants
     of the Parties or of the J.V. or the Processing Company or to any third
     party to which a Party envisage the transfer, the sale, assignment,
     encumbrance or other disposition of all of its participation in the J.V. in
     accordance to the terms of the Article 3 above.

     However, this shall only be applicable provided the confidential
     information shall only be disclosed to third parties having a legitimate
     need for this information and the persons or company to whom such
     disclosure is made shall first undertake in writing to protect the
     confidential nature of such information, to the same extent as the Parties
     are obligated under this Article.

     In addition, the above restrictions shall not apply to any Government or
     governmental Department or Agency which has the right to require the
     disclosure of such confidential information.

     These restrictions shall also not apply to such confidential information
     which comes into the Public Domain, except the fault from any Party.

     This confidentiality obligation shall survive for a period of 5 years
     commencing at the termination/dissolution of this Agreement.

     The above mentioned restrictions are not valid for information retained by
     GECAMINES related to the Site.
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6. FORCE MAJEURE
−−−−−−−−−−−−−−−−

6.1. The obligations of any Party shall be suspended to the extent that the
     performance of its obligations is prevented or delayed, in whole or in part
     by :

     accidental act, bad weather, floods, slides, mine disasters or major
     accidents, cave−ins, strikes, lock−out, labor disputes, labor shortage,
     demonstrations, riots, sabotage, laws, rules or regulations of agency or
     governmental bodies or any other event beyond such Party's reasonable
     control. 

     The obligations shall also be suspended in the event of governmental
     actions or inactions, restraints of governmental or other competent
     authorities, inability to obtain or unavoidable delay in obtaining
     necessary materials, facilities and equipment in the open market,
     suspension or refusal of access to the deposit Slag Site, interruption or
     unavoidable delay in communication or transportation, or any other cause,
     whether similar or not to those specifically listed, which shall be beyond
     the reasonable control of the Party.

6.2. In the event of such occurrences, the Party affected shall give written
     notice to the other Parties as soon as possible after the occurrence of the
     event causing the delay or prevention, setting out full particulars and
     estimating the duration of the delay or prevention.

     The Party affected shall use all possible diligence to remedy the situation
     causing the delay as quickly as possible.

     The requirement that any such delay shall be remedied with all possible
     diligence shall not require a Party to settle strikes, lock out or other
     labor conflicts contrary to its wishes and this type of difficulty shall be
     handled within the discretion of the Party concerned.

     In the event the situation of force majeure would remain enforce for more
     than 6 months, the Parties shall meet to analyze the situation en envisage
     the termination of this Agreement.



7. NOTICES
−−−−−−−−−−

7.1. All notices required under this Agreement shall be in writing and directed
     to the respective Parties at the following addresses :

     If to OMG :

          OMG EUROPE GMBH 
          Mr Kari MUURAISKANGAS 
          Morsenbraicherweg 200 
          D − 40470 DUSSELDORF
          GERMANY
          Tel : 00.49.211.96.18.80
          Fax : 00.49.211.61.46.29

     If to GGF :

          c/o G.F.I. S.A.
          Managing Director
          Parc Industriel
          B − 4400 IVOZ−RAMET
          BELGIUM
          Tel :   00.32.4.338.91.79
          Fax :   00.32.4.338.91.86

     If to GECAMINES :

          Mr General Director
          Boulevard du Souverain 30
          1000 BRUSSELS
          BELGIUM
          Tel : 00.32.2.676.89.98
          Fax : 00.32.2.676.80.41
          Fax Technical Direction : 00.32.2.676.80.48

Any notice shall be deemed to have been given to any Party if personally
delivered to a designated officer of the Party to whom the notice is addressed,
or if sent by registered mail, postage prepaid, with return receipt, and
properly addressed as set forth herein, or if sent by fax or telex to an
authorized representative with evidence of transmission receipt.

The notice shall be effective as of the moment of personal delivery, or in the
case of mailing, as of the date shown on the return receipt, or in the case of
fax or telex, as of the date faxed or telexed.

Any Party may, at any time, change the address to which notices or
communications shall be given by written notice to the other Parties.



8. NO WAIVER
−−−−−−−−−−−−

     The failure of a Party at any time to require the performance of any
     provision of this Agreement shall not affect its right to execute that
     provision and a waiver by such Party upon a breach thereof shall not be
     interpreted as a waiver by such Party of any later non execution of such
     provision or as a waiver by such Party of any other provision of this
     Agreement.

9. SEVERABILITY AND HEADINGS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−

9.1. If any provision of this Agreement or its related Appendices should be null
     and void, such a nullity shall not invalidate all the other provisions in
     this Agreement or related Appendices. The Parties of this Agreement shall
     endeavor to negotiate so as to replace any null and void provision as well
     as any other affected provision.

9.2. The headings in this Agreement are considered for convenience only and
     shall not have any effect or limit in interpreting the provisions of this
     Agreement.

10.  SOVEREIGN IMMUNITY
−−−−−−−−−−−−−−−−−−−−−−−

     To the extent that a Party may be entitled to claim in any jurisdiction in
     which legal proceedings may at any time be commenced with respect to this
     Agreement, for itself or its activities, properties or assets any immunity
     either :

− from jurisdiction of any court or arbitration 
− from attachment prior to judgment, from execution of a judgment or set−off 
− from any other legal process, and to the extent where such immunity could be 
  granted by that jurisdiction, 
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The Present Agreement is concluded between:

LA GENERALE DES CARRIERES ET DES MINES, a public company organized and existing
under the laws of the Democratic Republic of Congo, having its registered office
at Boulevard Kamanyola, B.P. 450, Lubumbashi (Democratic Republic of Congo)
(hereinafter referred to as the SUPPLIER or GECAMINES, or GCM)

on the one hand;

AND

J. V. GROUPEMENT POUR LE TRAITEMENT DU TERRIL DE LUBUMBASHI,
having its registered office at JERSEY, (hereinafter referred
to as the PURCHASER or GTL)

on the other hand;

WHEREAS the SUPPLIER is the owner of Slag produced in its water−jacket ovens in
Lubumbashi, the Democratic Republic of Congo, and containing among others
cobalt;

WHEREAS the PURCHASER intends to form a subsidiary company (hereinafter referred
to as the Processing Company) in the Democratic Republic of Congo to establish a
Plant in Lubumbashi for the main purpose of processing all or part of the Slag
existing in the Site. The enriched product obtained after processing is
hereafter referred to as Cobalt Alloy;

WHEREAS the SUPPLIER, in its position as the owner of the Slag on the Site, is
willing to sell the Slag on a long term basis as and when this Agreement shall
become effective and according to the terms and conditions set out hereafter;

WHEREAS the Parties estimated in May 1995 that the total quantity of Slag
located in the Site was approximately 13 million tons, out of which at least
some 4 million dry tons were estimated to correspond to the specifications of
the Frame Agreement signed on the 14th of February 1996 and therefore suitable
for processing;

NOW THEREFORE THE PARTIES HAVE AGREED AS FOLLOWS:
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I.      DEFINITIONS

The terms defined hereinafter shall for all purposes of this Agreement and
related Contracts have the meanings hereinafter specified, unless otherwise
specified :

AGREEMENT means this document signed by the Parties and its appendices forming
an integral part of the present Agreement as well as its possible amendments.

BUYER means OMG KOKKOLA CHEMICALS Oy (KCO), a subsidiary of the OMG Group,
buying Cobalt Alloy in the Long Term Cobalt Alloy Sales Agreement.

PURCHASER means the J.V. purchasing Slag in the Long Term Slag
Sales Agreement.

COBALT BEARING ALLOY or TREATED MATERIAL means the main end product of the
Processing Company (sometimes also called "Cobalt Alloy") containing cobalt and
copper.

YEAR means calendar year beginning on 1st of January and ending on 31st of
December.

UMPIRE means a person appointed by mutual agreement of the J.V. and the Buyer or
GECAMINES in accordance with the Long Term Slag Sales Agreement or Long Term
Cobalt Alloy Sales Agreement.

CIF means "cost, insurance and freight" as defined in INCOTERMS, 1990 edition.

TOLLING AGREEMENT means the Agreement concluded between the J.V. and the
Processing Company for the purpose of processing Slag into Cobalt bearing Alloy.

LONG TERM COBALT ALLOY SALES AGREEMENT means the Agreement whereby the J.V.
undertakes to sell Cobalt Alloy to the Buyer and, the latter undertakes to buy
Cobalt Alloy from the J.V.

LONG TERM SLAG SALES AGREEMENT means the Agreement whereby GECAMINES undertakes
to sell Slag to the J.V. and the latter undertakes to buy Slag from GECAMINES. 
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DATE OF DELIVERY means the date on which the J.V. takes and becomes the owner of
the Site Slag according to the terms of the ex−site delivery clause.

DDU means "delivery duty unpaid" as defined in INCOTERMS, 1990 edition

EXW means "ex works delivery" clause as defined in INCOTERMS, 1990 edition.

SUPPLIER means the GENERALE DES CARRIERES ET DES MINES supplying Slag in the
Long Term Slag Sales Agreement.

J.V. means a private limited liability company having its registered 
office in JERSEY .

BUSINESS DAY means a day which is not a Saturday, a Sunday or a public holiday
in Finland, The Netherlands or the Democratic Republic of Congo.

KCO means OMG KOKKOLA CHEMICALS Oy, a subsidiary of the OMG Group located in
KOKKOLA, REPUBLIC OF FINLAND and established under the laws of the REPUBLIC OF
FINLAND.

LMB means the LONDON METAL BULLETIN.

LME means the LONDON METAL EXCHANGE.

SUPPLY LOT means a part of each delivered supply of Cobalt Alloy containing
approximately 100 tons of Cobalt Alloy as divided by the BUYER in KOKKOLA for
weighing, sampling, analysis and moisture content determination.

EXPEDITION LOT means the tonnage of one container of Cobalt Alloy dispatch from
the Processing Plant.

USED LOTS means the Lot or Lots of Cobalt Alloy taken into usage by the BUYER
for a period of one month.

MONTH means calendar month.

PARTIES means the Parties to this Agreement.
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QUOTATIONAL PERIOD means the Period defined in Article 5 of the Long Term Slag
Sales Agreement or in Article 6.2 in the Long Term Cobalt Alloy Sales Agreement.

WEIGHTS AND MEASURES
1 (metric) ton  =       2,204.6 pounds avoirdupois
1 dmt or ts     =       1 dry metric ton
1 wmt or th     =       1 wet metric ton

TAKEN INTO USAGE means the taking of the Cobalt Alloy either directly from the
ordinary commercial raw material Stock or alternatively from the Buffer Stock as
a complement of the KOKKOLA Processing Plant.

PROJECT means the conception and building of a Processing Plant in LUBUMBASHI
for the purpose of exploiting the Slag Site of LUBUMBASHI as well as the proper
operation of the Processing Plant, the trading operations including related
operations and the distribution of the profits.

PROCESSED SLAG means the Slag resulting from the operations in the Processing 
Plant

SLAG means cobalt bearing slag located in the Site in THE DEMOCRATIC REPUBLIC OF
CONGO and to be used as feeding stock in the Processing plant.

SITE or SLAG SITE means the area in the Democratic Republic of Congo where the
Slag is located and available to be delivered to the J.V. pursuant to this
Agreement (called Terril de LUBUMBASHI, originating from the residues of the
WATER JACKET ovens of GECAMINES and namely including the zones I, J, K1, K2 and
TAS G−L having an average cobalt content of 1,85% as described in further detail
in appendix 1 of the Frame Agreement attached as Appendix 1 to this Agreement).

PROCESSED SLAG SITE means the area in the Democratic Republic of Congo where the
processed slag will be stocked.

PROCESSING COMPANY means the Company to be set up by the J.V. in the Democratic 
Republic of Congo in the form of a SPRL for the purposes of operating the 
Processing Plant.

COMMERCIAL STOCK means the ordinary stock of Cobalt Alloy enabling the regular
supply of OMG−KCO plant taking into account the periodicity of maritime
arrivals.
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BUFFER STOCK means the Cobalt Alloy Stock to be established at OMG in KOKKOLA,
FINLAND in accordance with article 10 of the J.V. Agreement and to be kept
separate from the Ordinary Commercial Cobalt Alloy Stock of OMG KOKKOLA
Chemicals Oy.

USD means the lawful currency of the UNITED STATES OF AMERICA.

PROCESSING PLANT means the Plant to be located in LUBUMBASHI in the DEMOCRATIC
REPUBLIC OF CONGO. The Plant shall be operated by the Processing Company for the
purpose of processing Slag into Cobalt bearing Alloy.

SELLER means the J.V. selling Cobalt Alloy in the Long Term Cobalt Alloy Sales 
Agreement.



                                                                               8

                             II. SPECIAL PROVISIONS
                             −−−−−−−−−−−−−−−−−−−−−−

1.      SCOPE
        −−−−−

The Parties agree that, according to this Agreement, the Slag located in the
Site corresponding to the specifications set out in article 2 hereafter shall be
reserved and intended to the usage of the PURCHASER and of the Processing
Company, in accordance with the terms and conditions set out in this Agreement .

Hence, subject to the terms and conditions of this Agreement:

(i) the SUPPLIER undertakes to sell the Slag available in the Site and
corresponding to the quantities and specifications set out in Article 2
hereafter to the PURCHASER.

(ii) the PURCHASER undertakes to buy the Slag available in the Site and
corresponding to the quantities and specifications set out in Article 2
hereafter from the SUPPLIER.

The SUPPLIER agrees not to sell the Slag available in the Site and corresponding
to the quantities and specifications set out in Article 2 below, to any other
buyer than the PURCHASER during the validity period of this Agreement and except
with prior written consent of the PURCHASER.

In support of the right to take the Slag in the Site, the SUPPLIER hereby
irrevocably and unconditionally guarantees to the PURCHASER and the Processing
Company a free and unhindered access to the Site during the validity period of
this Agreement.

In order to safeguard the effectiveness of this access, the SUPPLIER agrees
either not to alienate to a third party or to transfer to the J.V. the use of
the strip of land through which access to the Site is made and such as mutually
agreed.
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2.      QUALITY AND QUANTITY
        −−−−−−−−−−−−−−−−−−−−−

2.1. The Slag shall be delivered EXW the Site.

2.2. Information on the quality and quantity of the Slag is based at this stage
on information given by the SUPPLIER. This Agreement covers the tonnages of the
Slag in stock zones I, J, K1, K2 and TAS−GL (a map of the stock zones is
attached as Appendix 1 forming an integral part of this Agreement) :

This represents at least 4 million dry tons of Slag having the following average
analysis (and is attached as Appendix 2 and forming an integral part of this
Agreement) :

          −Co: 1.85%
          −Cu: 1.39%
          −Zn: 7.49%

The quantity of Slag mentioned in Appendix 2 should be sufficient for the
production of Cobalt Alloy containing 5,000 tons of Cobalt per year for a period
of 15 years.

2.3. Should the total tonnage of Slag corresponding to the minimal
specifications be higher than the total quantities indicated above, the
PURCHASER shall have the right of first refusal to buy the excess of the Slag at
terms and conditions to be set out.

In case GECAMINES wants to utilize other part of the stock than what is defined
in Article 2.2, the PURCHASER shall have the right of pre−emption to use it
within 3 months after the written notice addressed by GECAMINES to the
PURCHASER.

The purchase conditions on all or part of that part of the stock shall be
negotiated in the event the pre−emption right is used. 
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2.4. The SUPPLIER has delivered a preliminary map indicating the cobalt contents
of the different zones of the Site. Such map is only preliminary, and shall not
have any value of evidence with regard to the cobalt content of the Slag in the
different zones of the Site.

The PURCHASER shall have the right to take samples in order to analyze the
cobalt content of the Slag. Should an essential part of the Slag have a cobalt
content below the allowed average content, and the J.V. find that the project is
not economically viable, according to the feasibility studies, the J.V. shall
have the right at its full and independent discretion, to terminate this
Agreement by means of a written notice delivered to the SUPPLIER at the latest 6
months after entering into force of this Agreement.

2.5. The SUPPLIER undertakes to sell to the PURCHASER the quantity of Slag
needed to produce the Cobalt Alloy as determined annually by the PURCHASER. That
annual production shall be realized according to the agreed processing
conditions and shall not be superior to 5,000 tons of cobalt contained in the
Cobalt Alloy without the approval of the SUPPLIER.

Nevertheless, the Slag sale shall not be less than what is needed to produce
4,000 tons of cobalt contained in the Cobalt Alloy.

2.6. The PURCHASER shall, either on its own initiative or at the request of
GECAMINES or KCO, organize at least once a year a meeting of these 3 parties in
order to analyze the market conditions and coordinate the commercial policies.

2.7. The PURCHASER shall include in the Long Term Cobalt Alloy Sales Agreement
to be signed with KCO that:

− KCO shall not receive more than 5,000 tons of cobalt per year, with a minimum
guaranteed supply of 4,000 tons of cobalt contained in the Cobalt Alloy,
according to this Agreement.

− In case the PURCHASER, after the building up of the Buffer Stock containing
2,500 tons of Cobalt, produces through the Processing company more than 4,000
tons per year, the quantity exceeding 4,000 tons shall be offered at the KCO
market conditions, that shall have the right of first refusal.
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2.8. The annual quantity of 5,000 tons of Cobalt mentioned above does not
include the quantity comprised in the Buffer Stock and can possibly be revised
after negotiation among the Parties, depending among others on the Processing
capacities in the Democratic Republic of Congo and/or in Finland as well as on
the Cobalt market situation.

3.      DELIVERY AND TITLES
        −−−−−−−−−−−−−−−−−−−

The quantities specified in Article 2 above shall be delivered EXW Site.

All risk of loss, damage and destruction with regard to each delivery of Slag
shall pass from the SUPPLIER to the PURCHASER along with its title as and when
the delivered Slag has been loaded at the Site by the Processing Company.

4.     PRICING
       −−−−−−−

4.1.    PAYABLE METALS

The PURCHASER shall pay to the SUPPLIER only for the Cobalt and Copper contained
in the Slag excluding all other materials.

The Cobalt and Copper prices shall be determined separately.

The Slag payment shall be based on the weighing and analyzing of the Slag
carried out at the Processing plant according to a procedure to be determined by
the Parties according to Article 9.

Zinc and lead in form of oxides as well as Processed Slag shall be returned free
of charge to GECAMINES that shall become the owner of them and shall remove them
at its own expense as quickly as possible.
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4.2. PRICE REFERENCES

The base price for Cobalt applicable for this Agreement ** a combination
of ** of 99.3 cobalt (low) and ** of 99,8 cobalt (low) as published by
LMB over the Quotational period.

The Parties agree to meet to determine a new base price in case the reference
99.3 and/or 99.8 would disappear or would not be representative any more.

The base price for copper is ** over the Quotational Period.

4.3. BASIS PRICE FORMULA

The price to be paid for the Cobalt contents in the Slag shall be as follows,
where P is the prevailing Cobalt price :

(i)  In the event that the price of Cobalt (P) is more than or equal to **
     USD/lb:

     Payable cobalt percentage = **

     The percentage of Cobalt payable may, however, not exceed ** of the
     reference price.

(ii) In the event that the price of Cobalt (P) is lower than ** USD/lb, the
     Parties shall meet to renegotiate the pricing formula **.

The price formulas under (i) and (ii) above are the minimum. The Parties agree
to meet within six months after the beginning of the processing for a possible
review of the price formulas, taking into account the following elements : total
investment expenditure, financing costs, electricity costs, tax treatment, yield
of the processing and quality of the Cobalt Alloy.

The Parties agree that as and when OMG GGF have been fully reimbursed and repaid
the capital invested in the Project including the interests accrued and the
financial charges, the above pricing formula be modified, **.

** Confidential treatment has been requested with respect to certain information
contained within this document. Confidential portions are omitted and filed
separately with the Securities and Exchange Commission pursuant to Rule 24b−2 of
the Securities and Exchange Act of 1934.
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4.4. PRICE FOR COPPER

The PURCHASER shall pay to the SUPPLIER for copper in the Slag ** of the base
price defined in Article 4.2.

5. QUOTATIONAL PERIOD
   −−−−−−−−−−−−−−−−−−

The Quotational Period for Cobalt and Copper is the month following the delivery
month of Cobalt Alloy at Kokkola, Finland.

6. BUFFER STOCK
   −−−−−−−−−−−−

6.1. ESTABLISHMENT AND QUANTITY

To safeguard that KCO shall get an uninterrupted and sufficient feedstock of
Cobalt Alloy to the KOKKOLA Plants, GECAMINES allows the PURCHASER to build up a
Buffer Stock of Cobalt Alloy in KOKKOLA besides the Commercial Stock to back up
for any supply interruption.

Therefore GECAMINES agrees to sell to the J.V. and the J.V. agrees to purchase
the quantity of Slag necessary for building up the Buffer Stock. The total
cobalt quantity contained in the Buffer Stock shall be 2,500 tons.

The monthly amount of Cobalt Alloy exceeding the monthly agreed tonnage taken
into usage by KCO shall be used for building up the Buffer Stock until the
quantity of 2,500 tons of Cobalt contents has been reached.

In the event that the cobalt content in the Buffer Stock decreases during the
term of this Agreement, either as a result of an interruption of deliveries or
insufficient deliveries, the excess quantity above the agreed monthly supply
shall be used for rebuilding the Buffer Stock until the minimum cobalt content
of 2,500 tons has been reached again.

** Confidential treatment has been requested with respect to certain information
contained within this document. Confidential portions are omitted and filed
separately with the Securities and Exchange Commission pursuant to Rule 24b−2 of
the Securities and Exchange Act of 1934.
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Nevertheless, the Parties agree that the total amount of Cobalt contained in the
Buffer Stock, i.e. 2.500 tons, be reduced by 400 tons per year from the year
2006 so that the quantity of Cobalt be reduced to 2.100 tons at the end of the
year 2006, and so on, provided, however, that the J.V. has entirely reimbursed
and repaid OMG and GGF in form of dividends or other distributions the total
value of the investment in the Project including all interest and financial
charges. In case not, the reduction of the Buffer Stock shall be postponed
accordingly.

In the event of an interruption of supplies during the reduction periods
hereinabove referred and as a result the level of the Buffer Stock falls short
of the above formula, then the annual reduction shall be postponed until the
minimum level of the Buffer Stock has first been met as follows :

End 2006 : 2.100 tons of Cobalt
End 2007 : 1.700 tons of Cobalt
End 2008 : 1.300 tons of Cobalt
End 2009 : 900 tons of Cobalt
End 2010 : 500 tons of Cobalt
End 2011 : 100 tons of Cobalt
End 2012 : Liquidation of the Buffer Stock.

As regard to any other situation than those mentioned hereinabove, the Parties
will meet to find a joint understanding.

6.2. MANAGEMENT OF THE BUFFER STOCK

KCO shall be responsible towards the J.V. for the management and the risks of
the Buffer Stock, and shall bear all costs linked to it. KCO shall permit the
SUPPLIER and the PURCHASER to check all records containing the necessary
information as to the status and consumption of the Buffer Stock.

The transfer of title related to the Cobalt Alloy of the Buffer Stock shall
pass from the J.V. to KCO as taken into usage.     
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6.3. PAYMENT FOR THE SLAG TAKEN OUT FOR BUILDING−UP OF THE BUFFER STOCK

The regulations as set out in this article are not prejudicing the above 
article 6.1, al. 6 and following.

The PURCHASER shall pay for the Slag only after KCO has taken Cobalt Alloy into
usage. The payments shall be made as set out in Art. 6.2 of the Long Term
Cobalt Alloy Sales Agreement.       

If GECAMINES so wish and if the PURCHASER is able to find a bank to finance such
a transaction, the PURCHASER may use the Buffer Stock as a collateral for a bank
loan to be used as an advance payment for the Slag to GECAMINES. The loan costs
including interest and charges are at the expense of GECAMINES. The total amount
of such loans including estimated interests related to such loans and bank
charges shall not, however, exceed at any time the value of the Slag used for
the building of the Buffer Stock, as estimated by the PURCHASER and approved by
the bank. The advance payment, bank charges and interests shall be deducted from
the price to be paid by the J.V. to GECAMINES as and when KCO takes into usage
Cobalt Alloy from the Buffer Stock.

KCO shall always have the right, and at its full discretion, to prepay the Slag
corresponding to the cobalt tonnage of the Buffer Stock.

7. PAYMENT
   −−−−−−−

The payments by the PURCHASER to the SUPPLIER for the Cobalt and Copper in the
Slag are based on the delivery of the Slag to the PURCHASER.

The payments by the PURCHASER shall be made within thirty calendar days from end
of each Quotational Period.
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8. INVOICING CURRENCY AND PAYMENT PROCEDURES
   −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

8.1 USD

All bills and payments shall be in USD.

8.2 METHOD OF PAYMENT

Payments by the PURCHASER to the SUPPLIER shall be made by bank transfer to the
SUPPLIER's account.

9. WEIGHING, SAMPLING AND ANALYZING
   −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

The PURCHASER and the SUPPLIER shall confer and, before dispatch of the first
consignment, shall adopt and record mutually acceptable methods of weighing,
sampling and analyzing. Such methods shall be accurate and reliable. They shall
be appropriate and, based on internationally recognized industrial standards
provide efficient and practical ways of determining accurate weights, obtaining
representative samples, and producing accurate analyses of Slag supplies.

10. TERM AND TERMINATION OF THE AGREEMENT
    −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

10.1. This Agreement shall remain in force for a period of 20 years after its
      effective entering into force.

10.2. The Parties may at any time terminate this Agreement by mutual agreement
      in writing.

     In the case of termination by mutual agreement, the Parties shall agree as
     to the terms of the dissolution. 
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10.3. It is expressly agreed between the Parties that should any of the
following events take place, this Agreement shall not terminate nor the rights
of the PURCHASER to purchase the Slag as stipulated in this Agreement:

(i) Should GECAMINES go into bankruptcy,

(ii) Should GECAMINES become insolvent,

(iii) Should GECAMINES have a receiver appointed of its assets,

(iv) Should an order being made or a resolution being passed for winding−up or
liquidate GECAMINES,

(v) Should any other similar event take place as regard to GECAMINES.

10.4. If deemed necessary by the PURCHASER that the SUPPLIER shall take some
special measures to guarantee that the Slag (or what is left from it) can be
used on a continuous basis by the Processing Company, the Parties shall meet to
envisage the necessary safeguard measures. These possible measures shall prior
to their execution be submitted to the agreement of the Parties in order to
comply with the terms and conditions of this Agreement and the related
agreements.

10.5. This Agreement may also be terminated with no damages by the J.V. if:

(i)  the samples clearly indicate that the cobalt contents falls short of the
     average of 1,85%; or

(ii) it is clear that the Plant cannot operate in a profitable way on a long
     term basis; or

(iii)the taxation system in The Democratic Republic of Congo as applicable to
     the Processing Company and the Plant abruptly changes in a manner
     prejudicing the economic performance of the Processing Company and the
     profitability of the Plant.

     Such a termination shall be effectuated by a written notice from the
     PURCHASER to the SUPPLIER indicating the date of such termination. 
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11. TAXES AND OTHER CHARGES AND FEES
    −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

Any taxes, State fees or other charges on the Slag shall be for the account of
the SUPPLIER, with the exception of the C.C.A.

The PURCHASER shall for the benefit of the Project and of the Processing Company
and the Plant apply for and take benefit of all possible tax reliefs under tax
and investment laws of the Democratic Republic of Congo such as, but not limited
to, tax incentives, lower tax rates, relief of export and import duties and
C.C.A. as well as exemption from withholding taxes for interest and dividend
payments.

In case of any adversary changes in the tax regime with respect to the Cobalt
Alloy and/or with the operation of the Plant or the Processing Company, the
Parties agree to meet.

 12. HARDSHIP
     −−−−−−−−

If at any moment unanticipated events by the Parties will fundamentally alter
the balance of this Agreement, resulting in an excessive burden to one of the
parties in fulfilling its contractual obligations vis−a−vis the other Party,
this aggrieved Party may proceed as follows:

− The aggrieved party may request a review of this Agreement within a reasonable
delay after it has got the knowledge of the said change in circumstances and its
effects on the economy of this Agreement.

− The request shall mention the reasons causing such review.

− The Parties shall confer within thirty calendar days of receipt of the notice
in view to revise this Agreement on an equitable basis to avoid the excessive
burdens for any  of the Parties.

A request to review does not have any suspension effects as to the execution of
this Agreement.
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13. LIABILITIES
    −−−−−−−−−−−

In the event of a breach to this Agreement, each Party shall be liable for all
direct damage as well as cost, charges and expenses caused through that breach,
which shall be compensated in full.

However, any loss or damage which is an indirect or consequential result of the
nonfulfillment of obligations under or in connection with this Agreement are
excluded unless resulting from a willful or intentional act from the defaulting
Party.

All direct damages and claims can only be set off or deducted from the agreed   
price if and when the disagreement has been finally settled or solved
otherwise.

 14. COVENANTS
     −−−−−−−−−

The SUPPLIER shall covenant:

(i)  to guarantee an unhindered access right to the Site either by not
     alienating to a third party or by transferring to the J.V. the use of the
     strip of land through which access to Site is made as mutually agreed, as
     well as the exclusive rights to use the slag.

(ii) to support the obtaining from the Government of the Democratic Republic of
     Congo of a favorable tax treatment.

(iii) to provide its full support in order to obtain all other necessary
     approvals, permissions, tax exemptions and export licenses, etc. for the
     Processing Company and/or the PURCHASER; 
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III. GENERAL DISPOSALS
     −−−−−−−−−−−−−−−−−

1. HIERARCHICAL ORDER OF THE AGREEMENTS
   −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

This Agreement is part of a number of Agreements concluded between the Parties.

The aim of these Agreements is to set up the terms and conditions of the
purchase of the Slag located at the Site, the setting up of the J.V. and of the
Processing Company and selling the Cobalt bearing Alloy to KCO for further
processing.

These Agreements are:

     (i) Joint Venture Agreement
     (ii) Long Term Slag Sales Agreement
     (iii) Long Term Cobalt Alloy Sales Agreement
     (iv) Tolling Agreement.

Although each Agreement mentioned above can be interpreted independently and
according to its terms, it is to be noted that it is part of a larger
contractual arrangement and that it has to be interpreted in light of the other
Agreements.

In the event of a conflict, the Agreements listed above shall be interpreted in
the above order so that a prior Agreement shall always supersede a later one.

2. AMENDMENTS
   −−−−−−−−−−

Any amendments and additions to this Agreement shall be valid only if made in
writing and signed by duly authorized representatives of the Parties hereto.
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Should an amendment or modification to this Agreement have an effect on the
other Agreements, the Parties undertake to change or modify these other
Agreements in order to avoid any conflicts between the various Agreements.

3. RESTRICTIONS ON TRANSFERS
   −−−−−−−−−−−−−−−−−−−−−−−−−

3.1. A Party shall not have the right to sell, assign, transfer, mortgage,
     pledge, charge or otherwise deal with the rights and obligations it holds
     in this Agreement.

3.2. The provisions of Article 3.1 shall not be applicable in case of a
     transfer, sale or assignment of participation by a Party to an affiliate
     company provided that the transfer, sale or assignment is total and imposed
     by legitimate reorganisation needs of the Party concerned.

     For the purposes of this Agreement, an affiliate company shall mean any
     company or entity which is a subsidiary or a parent of the transferor Party
     or which directly or indirectly controls or is controlled by the transferor
     Party.

3.3. Any transfer beyond the terms and conditions of Article 3.1. and 3.2 shall
     not be possible without the prior written consent by all the Parties.

3.4. Any transfer described or permitted in accordance with Articles 3.1 and 3.2
     shall be subject to the transferee giving its written undertaking to be
     bound by all the terms, conditions and undertakings of this Agreement and
     the relating Agreements.
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4.      ARBITRATION AND APPLICABLE LAWS
        −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

In the event the Parties are unable to settle a dispute in connection with this
Agreement out of court, they agree the dispute shall be submitted to the French
section of the tribunals of Brussels which shall give a verdict pursuant
to the Belgian laws.

5.      CONFIDENTIALITY
        −−−−−−−−−−−−−−−

5.1. Unless otherwise provided in this Article, all reports, records, data or
     any other information of any kind whatsoever developed or acquired by any
     Party in connection with the activities of the J.V. and/or the Processing
     Company in the Democratic Republic of Congo controlled by the J.V., shall
     be treated as confidential and no Party shall reveal or otherwise disclose
     such confidential information to third parties without the prior consent of
     the other Parties.

     The above restrictions shall not apply to the disclosure of confidential
     information to any affiliate companies or any private or public financing
     institutions, any contractors or subcontractors, employees or consultants
     of the Parties or of the J.V. or the Processing Company or to any third
     party to which a Party envisage the transfer, the sale, assignment,
     encumbrance or other disposition of all of its participation in the J.V. in
     accordance to the terms of the Article 3 above.

     However, this shall only be applicable provided the confidential
     information shall only be disclosed to third parties having a legitimate
     need for this information and the persons or company to whom such
     disclosure is made shall first undertake in writing to protect the
     confidential nature of such information, to the same extent as the Parties
     are obligated under this Article.

     In addition, the above restrictions shall not apply to any Government or
     governmental Department or Agency which has the right to require disclosure
     of such confidential information.

     These restrictions shall also not apply to such confidential information
     which comes into the Public Domain, except the fault from any Party. 
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     This confidentiality obligation shall survive for a period of 5 years
     commencing at the termination/dissolution of this Agreement.

     The above mentioned restrictions are not valid for information retained
     by GECAMINES related to the Site.

6.      FORCE MAJEURE
        −−−−−−−−−−−−−

6.1. The obligations of any Party shall be suspended to the extent that the
     performance of its obligations is prevented or delayed, in whole or in part
     by:

     − accidental act, bad weather, floods, slides, mine disasters or major
     accidents, cave−ins, strikes, lock−out, labor disputes, labor shortage,
     demonstrations, riots, sabotage, laws, rules or regulations of agency or
     governmental bodies.

     The obligations shall also be suspended in the event of governmental
     actions or inactions, restraints of governmental or other competent
     authorities, inability to obtain or unavoidable delay in obtaining
     necessary materials, facilities and equipment in the open market,
     suspension or refusal of access to the deposit Slag Site, interruption or
     unavoidable delay in communication or transportation, or any other cause,
     whether similar or not to those specifically listed, which shall be beyond
     the reasonable control of the Party.

6.2. In the event of such occurrences, the Party affected shall give written
     notice to the other Parties as soon as possible after the occurrence of the
     event causing the delay or prevention, setting out full particulars and
     estimating the duration of the delay or prevention.

     The Party affected shall use all possible diligence to remedy the situation
     causing the delay as quickly as possible.

     The requirement that any such delay shall be remedied with all possible
     diligence shall not require a Party to settle strikes, lock out or other
     labor conflicts contrary to its wishes and this type of difficulty shall be
     handled within the discretion of the Party concerned. 
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     In the event the situation of force majeure would remain enforce for more
     than 6 months, the Parties shall meet to analyze the situation en envisage
     the termination of this Agreement.

7.      NOTICES
        −−−−−−−

7.1. All notices required under this Agreement shall be in writing and directed
     to the respective Parties at the following addresses:

If to GECAMINES:         Mr Umba Kyamitala
                         General Director
                         Boulevard du Souverain 30
                         B−1000 BRUSSELS
                         BELGIUM
                         Tel. 00.32−2−676  89 98
                         Fax. 00.32−2−676  80 41
                         Fax Technical Direction:
                              00.32−2−676  80 48

If to J.V.:

Any notice shall be deemed to have been given to any Party if personally
delivered to a designated officer of the Party to whom the notice is addressed,
or if sent by registered mail, postage prepaid, with return receipt, and
properly addressed as set forth herein, or if sent by fax or telex to an
authorized representative with evidence of transmission receipt. 

The notice shall be effective as of the moment of personal delivery, or in the
case of mailing, as of the date shown on the return receipt, or in the case of
fax or telex, as of the date faxed or telexed. 



                     LONG TERM COBALT ALLOY SALES AGREEMENT
                     −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

BETWEEN
−−−−−−−

                   THE J.V. GROUPEMENT POUR LE TRAITEMENT DU
                   TERRIL DE LUBUMBASHI

AND
−−−

                            OMG KOKKOLA CHEMICALS OY

THE PRESENT AGREEMENT IS ESTABLISHED IN ITS ENTIRETY BY ALL
THE ELEMENTS HEREINAFTER SPECIFIED AND AS REFERRED TO IN THE
RESPECTIVE ARTICLES

I.      DEFINITIONS

II.     SPECIAL PROVISIONS

1.      Scope and Quantity
2.      Specifications of the Cobalt Alloy
3.      Duration
4.      Buffer Stock
5.      Delivery and Title
6.      Payment
7.      Weighing, Sampling and Analysis
8.      Invoicing Currencies and Payment Procedures
9.      Hardship
10.     Liabilities

III.    GENERAL DISPOSALS

1.      Hierarchical Order of the Agreements
2.      Amendment
3.      Restrictions on Transfers
4.      Arbitration and Applicable Laws
5.      Confidentiality
6.      Force Majeure
7.      Notices
8.      No Waiver
9.      Severability and Headings
10.     Sovereign Immunity
11.     Further Engagements
12.     General Clauses
13.     Entering into Force
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The Present Agreement is concluded between :

SELLER :

J . V. "GROUPEMENT POUR LE TRAITEMENT DU TERRIL DE LUBUMBASHI",
having its registered office in Jersey on the one hand; and

BUYER :

OMG KOKKOLA CHEMICALS OY, having its registered office at P.O. Box 286,
FIN−67101 KOKKOLA, Finland (hereinafter referred to as the BUYER or KCO) on the
other hand.

Whereas the SELLER intends to invest in a Plant to be located in Lubumbashi, the
Democratic Republic of Congo, for the exclusive purpose of processing Slag
presently available in the Site in the Democratic Republic of Congo to be
processed into Cobalt Alloy which will be sold to the BUYER, and

Whereas the Parties wish to enter into this Agreement whereby the SELLER
undertakes to sell Cobalt Alloy, and the BUYER undertakes to buy Cobalt Alloy
according to the terms and conditions herein set forth.

THEREFORE THE PARTIES HAVE AGREED AS FOLLOWS :
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I.      DEFINITIONS

The terms defined hereinafter shall for all purposes of this Agreement and
related Contracts have the meanings hereinafter specified, unless otherwise
specified :

AGREEMENT means this document signed by the Parties and its appendices forming
an integral part of the present Agreement as well as its possible amendments.

BUYER means OMG KOKKOLA CHEMICALS Oy (KCO), a subsidiary of the OMG Group,
buying Cobalt Alloy in the Long Term Cobalt Alloy Sales Agreement.

PURCHASER means the J.V. purchasing Slag in the Long Term Slag
Sales Agreement.

COBALT BEARING ALLOY or TREATED MATERIAL means the main end product of the
Processing Company (sometimes also called "Cobalt Alloy") containing cobalt and
copper.

YEAR means calendar year beginning on 1st of January and ending on 31st of
December.

UMPIRE means a person appointed by mutual agreement of the J.V. and the Buyer or
GECAMINES in accordance with the Long Term Slag Sales Agreement or Long Term
Cobalt Alloy Sales Agreement.

CIF means "cost, insurance and freight" as defined in INCOTERMS, 1990 edition.

TOLLING AGREEMENT means the Agreement concluded between the J.V. and the
Processing Company for the purpose of processing Slag into Cobalt bearing Alloy.

LONG TERM COBALT ALLOY SALES AGREEMENT means the Agreement whereby the J.V.
undertakes to sell Cobalt Alloy to the Buyer and the latter undertakes to buy
Cobalt Alloy from the J.V.

LONG TERM SLAG SALES AGREEMENT means the Agreement whereby GECAMINES undertakes
to sell Slag to the J.V. and the latter undertakes to buy Slag from GECAMINES.

DATE OF DELIVERY means the date on which the J.V. takes and becomes the owner
of the Site Slag according to the terms of the ex−site delivery clause.
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DDU means "delivery duty unpaid" as defined in INCOTERMS, 1990 edition

EXW means "ex works delivery" clause as defined in INCOTERMs, 1990 edition.

SUPPLIER means the GENERALE DES CARRIERES ET DES MINES supplying Slag in the
Long Term Slag Sales Agreement.

J.V. means a private limited liability company having its registered office 
in JERSEY.

BUSINESS DAY means a day which is not a Saturday, a Sunday or a public holiday
in Finland, The Netherlands or the Democratic Republic of Congo.

KCO means OMG KOKKOLA CHEMICALS Oy, a subsidiary of the OMG Group located in
KOKKOLA, REPUBLIC OF FINLAND and established under the laws of the REPUBLIC OF
FINLAND.

LMB means the LONDON METAL BULLETIN.

LME means the LONDON METAL EXCHANGE.

SUPPLY LOT means a part of each delivered supply of Cobalt Alloy containing
approximately 100 tons of Cobalt Alloy as divided by the BUYER in KOKKOLA for
weighing, sampling, analysis and moisture content determination.

EXPEDITION LOT means the tonnage of one container of Cobalt Alloy dispatch from
the Processing Plant.

USED LOTS means the Lot or Lots of Cobalt Alloy taken into usage by the BUYER
for a period of one month.

MONTH means calendar month.

PARTIES means the Parties to this Agreement.

QUOTATIONAL PERIOD means the Period defined in Article 5 of the Long Term Slag
Sales Agreement or in Article 6.2 in the Long Term Cobalt Alloy Sales Agreement.
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WEIGHTS AND MEASURES
1 (metric) ton  =       2,204.6 pounds avoirdupois
1 dmt or ts    =        1 dry metric ton
1 wmt or th     =       1 wet metric ton

TAKEN INTO USAGE means the taking of the Cobalt Alloy either directly from the
ordinary commercial raw material Stock or alternatively from the Buffer Stock as
a complement of the KOKKOLA Processing Plant.

PROJECT means the conception and building of a Processing Plant in LUBUMBASHI
for the purpose of exploiting the Slag Site of LUBUMBASHI as well as the proper
operation of the Processing Plant, the trading operations including related
operations and the distribution of the profits.

PROCESSED SLAG means the Slag resulting from the operations in the Processing 
Plant

SLAG means cobalt bearing slag located in the Site in THE DEMOCRATIC REPUBLIC OF
CONGO and to be used as feeding stock in the Processing plant.

SITE or SLAG SITE means the area in the Democratic Republic of Congo where the
Slag is located and available to be delivered to the J.V. pursuant to this
Agreement (called Terril de LUBUMBASHI, originating from the residues of the
WATER JACKET ovens of GECAMINES and namely including the zones I, J, Kl, K2 and
TAS G−L having an average cobalt content of 1,85% as described in further detail
in appendix 1 of the Frame Agreement attached as Appendix 1 to this Agreement).

PROCESSED SLAG SITE means the area in the Democratic Republic of Congo where the
processed slag will be stocked.

PROCESSING COMPANY means the Company to be set up by the J.V. in the Democratic
Republic of Congo in the form of a SPRL for the purposes of operating the
Processing Plant.

COMMERCIAL STOCK means the ordinary stock of Cobalt Alloy enabling the regular
supply of OMG−KCO plant taking into account the periodicity of maritime
arrivals.

BUFFER STOCK means the Cobalt Alloy Stock to be established at OMG in KOKKOLA,
FINLAND in accordance with article 10 of the J.V. Agreement and to be kept
separate from the Ordinary Commercial Cobalt Alloy Stock of OMG KOKKOLA
Chemicals Oy.
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USD means the lawful currency of the UNITED STATES OF AMERICA.

PROCESSING PLANT means the Plant to be located in LUBUMBASHI in the DEMOCRATIC
REPUBLIC OF CONGO. The Plant shall be operated by the Processing Company for the
purpose of processing Slag into Cobalt bearing Alloy.

SELLER means the J.V. selling Cobalt Alloy in the Long Term Cobalt Alloy
Sales Agreement.
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                             II. SPECIAL PROVISIONS
                                 −−−−−−−−−−−−−−−−−−
1. SCOPE AND QUANTITY
−−−−−−−−−−−−−−−−−−−−−

The SELLER undertakes to sell and deliver to the BUYER and the BUYER undertakes
to buy from the SELLER a minimum annual of 4,000 tons of cobalt and a maximum
annual 5,000 tons of Cobalt contained for the exclusive usage of the Buyer.

The annual quantity of 5,000 tons of Cobalt mentioned above does not include the
quantity contained in the Buffer Stock and could possibly be reviewed after
negotiation between the Parties, depending among others on the Slag
availability, the processing capacity in the Democratic Republic of Congo and/or
in Finland as well as on the Cobalt market situation.

The annual quantity to be delivered shall be agreed by the Parties in the annual
plans to be concluded and agreed three months prior to the beginning of each
year.

In case the SELLER produces through the Processing Company more than 4,000 tons
per year, after the building up of the Buffer Stock, the quantity exceeding
4,000 tons shall be offered in priority to the BUYER at market conditions, and
the latter shall have the right of first refusal.

The J.V. can only sell to other users that tonnage of Cobalt which exceeds 4,000
tons.

2. SPECIFICATIONS OF THE COBALT ALLOY
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

The Cobalt Alloy to be delivered to KOKKOLA, Finland shall have the following
specifications on a dry basis:
**

** Confidential treatment has been requested with respect to certain information
contained within this document. Confidential portions are omitted and filed
separately with the Securities and Exchange Commission pursuant to Rule 24b−2 of
the Securities and Exchange Act of 1934.
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3. DURATION
−−−−−−−−−−−

This Agreement is concluded for a period of 20 years.

This Agreement shall automatically be prolonged in so far that at the end of the
year 2016 there is still Slag with an average Cobalt content of 1,85% and
capable of being provided on economic viable terms and provided that the Long
Term Slag Sales Agreement shall be prolonged for an equivalent period of time.

This Agreement shall automatically be terminated:

(i)    in case there shall no more be Slag available corresponding to the 
       minimal required quantities and qualities,

(ii)   in case of liquidation of the J.V. with no successor,

(iii) in case the BUYER disappears with no successor. Should any of the above
      mentioned event take place, no damages or interests shall be paid
      whatsoever.

4. BUFFER STOCK
−−−−−−−−−−−−−−−

4.1.    ESTABLISHMENT AND QUANTITY

To guarantee to the SELLER and BUYER an uninterrupted and sufficient feedstock
of Cobalt Alloy to the KOKKOIA Plants, GECAMINES allows the SELLER and the BUYER
to build up a Buffer Stock of Cobalt Alloy in KOKKOLA, in addition to the
commercial stock to alleviate the problem caused by possible disturbances in the
deliveries.

For that reason GECAMINES undertakes to sell to the J.V. and
the J.V. undertakes to buy from GECAMINES the quantity of Slag
necessary for building up the Buffer Stock. The Cobalt
contained in the Buffer Stock shall be 2,500 tons.

The monthly amount of cobalt contained in the Cobalt Alloy exceeding the agreed
monthly tonnage taken into usage by KCO shall be used for building up the Buffer
Stock until the 2,500 tons of Cobalt Contained in the Cobalt Alloy have been
reached.
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In the event that the cobalt content in the Buffer Stock decreases during the
validity period of this Agreement, because of interruption or slowing down of
the deliveries the excess quantity above the agreed monthly supply shall be used
for rebuilding the Buffer Stock until the cobalt content of 2,500 tons has been
reached again.

Nevertheless, the Parties agree that the total amount of cobalt contained in the
Buffer Stock, i.e. 2.500 tons, may be reduced by 400 tons per year from the year
2006 so that the quantity of cobalt contents will be reduced to 2.100 tons at
the end of the year 2006, and so on, provided, however, that 0MG and GGF have
been entirely reimbursed and repaid by the J.v. in form of dividends or other
distributions the total value of their investments in the Projects including all
the interests accrued and financial charges. In case not, the reduction of the
Buffer Stock shall be postponed accordingly.

If during the reduction period hereinabove referred there will be disturbances
in the deliveries and as a result the Buffer Stock level falls short of the
above formula, then the annual reductions shall be postponed until the minimum
level of the Buffer Stock has first been met.

End 2006 : 2.100 tons of cobalt
End 2007 : 1.700 tons of cobalt
End 2008 : 1.300 tons of cobalt
End 2009 :   900 tons of cobalt
End 2010 :   500 tons of cobalt
End 2011 :   100 tons of cobalt
End 2012 : Liquidation of the Buffer Stock.

With regard to any situation other than what is regulated hereinabove, the
Parties will meet to find a joint understanding.

4.2.    MANAGEMENT OF THE COBALT ALLOY BUFFER STOCK

KCO shall be responsible towards the J.V. for the management of the Buffer
Stock, the risks, and shall bear all costs linked to it. KCO shall permit
GECAMINES and the SELLER to check all records containing the necessary
information as to the status and consumption of the Buffer Stock.

The transfer of title related to the Cobalt Alloy of the Buffer Stock shall pass
from the J.V.. to KCO as taken into usage.
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4.3.    PAYMENT FOR THE SLAG TAKEN OUT FOR BUILDING UP OF THE
        BUFFER STOCK

KCO shall pay for the Cobalt Alloy delivered to build up the Buffer Stock as
follows :

(i) KCO shall pay the J.V. for the tolling and transportation costs from the
Democratic Republic of Congo to KOKKOIA at the end of the month following the
delivery at KOKKOLA. These costs shall be agreed upon in the annual budget.

(ii) The balance of the Cobalt and Copper price contained in the Alloy shall be
payable as and when taken into usage from the Buffer Stock.

KCO is aware that the J.V. shall have the right to use the
Buffer Stock as a security for a loan provided that the J.V.
is able to borrow money to pay GECAMINES for the Slag (as
further described in art. 4.3 and 6.3 of the Long Term Slag
Sales Agreement).

The quantity of Cobalt and Copper contained in the Alloy and taken out from the
Buffer Stock shall be priced in the same way as normal lots of Cobalt Alloy
taken into usage by KCO.

5. DELIVERY AND TITLES
−−−−−−−−−−−−−−−−−−−−−−

The SELLER shall deliver the Cobalt Alloy, except the Buffer Stock, DDU KOKKOLA
Finland, packed in drums, in bags or otherwise, as agreed in due course between
the SELLER and the BUYER.

GECAMINES, the SELLER and the BUYER shall agree before the end of each calendar
year on the quantity of Cobalt Alloy to be delivered to KCO for the following
year. The delivery shall be made monthly in approximately even supplies.

The transfer of titles and risks shall pass from the SELLER to the BUYER DDU
KOKKOLA.
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6. PRICING

6.1.    PRICE DETERMINATION

The BUYER shall pay to the SELLER only for the Cobalt and Cop− per contents of
each direct shipment or taken out from the Buffer Stock. The price of Cobalt and
Copper shall be determined separately for each Used Lot of Cobalt Alloy as
follows:

(a) Cobalt Price Formula

    The reference price of Cobalt to be applicable in the Agreement shall be
    ** the combination of ** of the 99.3 (low) Cobalt base price and ** of
    the Cobalt 99,8 (low) base price both as published by LMB during the
    Quotational Period.

    The Parties shall agree to meet to determine a new base price in case the
    99,3 or 99,8 references disappear or are no more representative.

    The price for the Cobalt contained shall be ** of the base price
    established as a combination of ** of 99,3 (low) and ** of 99,8 (low).

    If the cobalt contents in the Cobalt Alloy exceed ** for a period of at
    least ** consecutive months, the Parties will meet to raise the **
    ceiling referred to in the above paragraph.

    In the event that the Cobalt is taken into usage from the Buffer Stock, the
    processing and transport costs already paid by the BUYER earlier shall be
    deducted from the above mentioned cobalt price formula.

b) Copper Price Formula

    The Copper base price shall be the ** over the Quotational Period.

    The price paid for the Copper contained shall be ** of the base price.

     ** Confidential treatment has been requested with respect to certain
     information contained within this document. Confidential portions are
     omitted and filed separately with the Securities and Exchange Commission
     pursuant to Rule 24b−2 of the Securities and Exchange Act of 1934.
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6.2. QUOTATIONAL PERIOD

In case of direct delivery, the Cobalt and Copper Quotational Period is the
month following the month of the delivery of Cobalt Alloy to KOKKOLA, FINLAND.

In case of taken into Usage from the Suffer Stock, the Cobalt and Copper
Quotational Period is the month following the month of the Taken into Usage.

6.3. PAYMENT

    The payment by the BUYER to the SELLER for each delivery, except for the
    deliveries to the Buffer Stock, shall be made as follows:

    The payments by the BUYER shall be made within twenty calendar days from the
    end of each Quotational Period.

    The price payable for all Lots delivered to KCO during any one month shall
    be calculated based on the relevant average cobalt and copper contents of
    each shipment and on the weight as determined by KCO.

    The BUYER shall notify the SELLER no later than ten days after the end of
    the Quotational Period applicable to the supplied Lots the following:

     (i) weight of supplied Lots during the preceding month

    (ii) the average Cobalt and Copper contents of the supplied Lots and

    (iii) the price payable for the supplied Lots taking into account the 
     applicable reference price set out in Article 5 above.

    In case the averages of the final analysis of Cobalt and Copper contents are
    not available at the time of payment, the BUYER shall make a preliminary
    payment based on weights and analysis preliminary determined.

    When the final analysis is available, such payment shall be adjusted to
    reflect the final weights and analysis by crediting or debiting the
    difference in the next payment to be made by the BUYER to the SELLER.
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6.4.    TAXES AND DUTIES

Any and all taxes, customs duties, Government charges or other duties paid or
levied on the Cobalt Alloy in Finland shall be paid by the BUYER. All taxes,
customs duties, Government char− ties or other duties on Cobalt Alloy outside of
Finland shall be paid by the SELLER.

7. WEIGHING, SAMPLING AND ANALYSIS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

The BUYER, the SELLER and GECAMINES shall confer and before the first dispatch
shall adopt and record mutually agreed methods of weighing, sampling and
analyzing. Such methods shall be accurate and reliable. They shall be
appropriate and, based on internationally recognized and industrial standards,
provide efficient economic and practical ways of determining accurate weights,
obtaining representative samples, and producing accurate analyses of Cobalt
Alloy.

8. INVOICING CURRENCIES AND PAYMENT PROCEDURES
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

8.1. USD

    All bills and payments shall be in USD.

8.2. METHOD OF PAYMENT

    Payments by the BUYER to the SELLER shall be made by bank transfer to the
    SELLER's account.
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9. HARDSHIP
−−−−−−−−−−−

    If at any moment unanticipated events by the Parties fundamentally alter the
    balance of this Agreement, resulting in an excessive burden to one of the
    parties in fulfilling its contractual obligations vis−a−vis the other Party,
    this aggrieved Party may proceed as follows:

      − The aggrieved Party may request a review of this Agreement within three
        months after it has got the knowledge of the said change in 
        circumstances and its effects on the economy of this Agreement.

      − The request shall mention the reasons causing such review.

      − The Parties shall confer within thirty calendar days of receipt of the
        notice in view to revise this Agreement on an equitable basis to avoid 
        the excessive burdens for any of the Parties.

    The request to review does not have any suspension effects as to the
    execution of this Agreement.

10. LIABILITIES
−−−−−−−−−−−−−−−−

In the event of a breach to this Agreement, each Party shall be liable for all
direct damage as well as costs, charges and expenses resulting from that breach.

These damages shall be compensated in full.

However, any loss or damage which is an indirect or consequential result of the
nonfulfillment of obligations under or in connection of this Agreement is
excluded unless resulting from a willful or intentional act from the defaulting
Party.

All direct damages and claims can only be set off or deducted from the agreed
price as and when the disagreement thereof between the Parties has been finally
settled or solved otherwise.
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                             III. GENERAL DISPOSALS
                                  −−−−−−−−−−−−−−−−−

1. HIERARCHICAL ORDER OF THE AGREEMENTS
   −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

This Agreement is part of the Agreements concluded between the Parties.

The aim of these Agreements is to set up the terms and conditions of the
purchase of the Slag located at the Site , the setting up of the J.V. and of the
Processing Company and selling the Cobalt−bearing Alloy to KCO for further
processing.

These Agreements are:

(i)     JOINT VENTURE AGREEMENT
(ii)    LONG TERM SLAG SALES AGREEMENT
(iii)   LONG TERM COBALT ALLOY SALES AGREEMENT
(iv)    TOLLING AGREEMENT

Although each Agreement mentioned above can be interpreted independently and
according to its own terms, it is to be noted that it is part of a larger
contractual arrangement and that it has to be interpreted in light of the other
Agreement.

In the event of a conflict between the listed Agreements, they shall be
interpreted in the above order so that a prior Agreement shall always supersede
a later one.

2. AMENDMENTS
   −−−−−−−−−−

Any amendments or additions to this Agreement shall be valid only if made in
writing and signed by duly authorized representatives of the Parties hereto.
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Should an amendment or modification to this Agreement have an effect on the
other Agreements, the Parties undertake to change or modify these other
Agreements in order to avoid any conflicts between this Agreements and the other
Agreements.

3. RESTRICTIONS ON TRANSFERS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−

3.1. A Party shall not have the right to sell, assign, transfer, mortgage,
     pledge, charge or otherwise deal with the rights and obligations it holds
     in this Agreement.

3.2. The provisions of Article 3.1. shall not be applicable in the case of a
     transfer, sale or assignment of participation by a Party to an affiliate
     company provided that the transfer, sale or assignment is total and is
     imposed by legitimate reorganization needs of the Party concerned.

     For the purposes of this Agreement, an Affiliate Company shall mean any
     company or entity which is a subsidiary or a parent of the transferor Party
     or which directly or indirectly controls or is controlled by the transferor
     Party.

3.3. Any transfer beyond the terms and conditions of Article 3.1. or 3.2. shall
     not be possible without the prior written consent of all the Parties.

3.4. Any transfer described or permitted in accordance with Articles 3.2 and 3.3
     shall be subject to the transferee giving its written undertaking to be
     bound by all the terms, conditions and undertakings of this Agreement and
     relating Agreements.

4. ARBITRATION AND APPLICABLE LAWS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

     In the event the Parties are unable to settle a dispute in connection with
     this Agreement out of court, they agree the dispute shall be submitted to
     the French section of the tribunals of Brussels which shall give a verdict
     pursuant to the Belgian laws.
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5. CONFIDENTIALITY
−−−−−−−−−−−−−−−−−−

5.1. Unless otherwise provided in this Article, all reports, records, data or
     any other information of any kind whatsoever developed or acquired by any
     Party in connection with the activities of the J.V. and/or the Processing
     Company in the DEMOCRATIC REPUBLIC OF CONGO controlled by the J.V., shall
     be treated as confidential and no Party shall reveal or otherwise disclose
     such confidential information to third parties without the prior consent of
     the other Parties.

     The above restrictions shall not apply to the disclosure of confidential
     information to any affiliate companies or any private or public financing
     institutions, any contractors or subcontractors, employees or consultants
     of the Parties or of the J.V. or the Processing Company or to any third
     party to which a Party envisage the transfer, the sale, assignment,
     encumbrance or other disposition of all of its participation in the J.V. in
     accordance with the terms of the Article 3 above.

     However, this shall only be applicable provided the confidential
     information shall only be disclosed to third parties having a legitimate
     need for this information and the persons or company to whom such
     disclosure is made shall first undertake in writing to protect the
     confidential nature of such information, to the same extent as the Parties
     are obligated under this Article.

     In addition, the above restrictions shall not apply to any Government or
     governmental Department or Agency which has the right to require the
     disclosure of such confidential information.

     These restrictions shall also not apply to such confidential information
     which comes into the Public Domain, except the fault from any Party.

     This confidentiality obligation shall survive for a period of 5 years
     commencing at the termination/dissolution of this Agreement.

     The above mentioned restrictions are not valid for information retained by
     GECAMINES related to the Site.



                                                                              19

6.      FORCE MAJEURE
−−−−−−−−−−−−−−−−−−−−−−

6.1. The obligations of any Party shall be suspended to the extent that the
     performance of its obligations is prevented or delayed, in whole or in part
     by:

     − accidental act, bad weather, floods, slides, mine disasters or major
     accidents, cave−ins, strikes, lock−out, labor disputes, labor shortage,
     demonstrations riots, sabotage, laws, rules or regulations of agency or
     governmental bodies.

     The obligations shall also be suspended in the event of governmental
     actions or inactions, restraints of governmental or other competent
     authorities, inability to obtain or unavoidable delay in obtaining
     necessary materials, facilities and equipment in the open market,
     suspension or refusal of access to the deposit Slag Site, interruption or
     unavoidable delay in communication or transportation, or any other cause,
     whether similar or not to those specifically listed, which shall be beyond
     the reasonable control of the Party.

6.2. In the event of such occurrences, the affected Party shall give written
     notice to the other Party as soon as possible after the occurrence of the
     event causing the delay or prevention, setting out full particulars and
     estimating the duration of the delay or prevention.

     The Party affected shall use all possible diligence to remedy the situation
     causing the delay as quickly as possible.

     The requirement that any such delay shall be remedied with all possible
     diligence shall not require a Party to settle strikes, lock out or other
     labor conflicts contrary to its wishes and this type of difficulty shall be
     handled within the discretion of the Party concerned.

     In the event the situation of force majeure would remain enforce for more
     than 6 months, the Parties shall meet to analyze the situation en envisage
     the termination of this Agreement.
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7.      NOTICES
−−−−−−−−−−−−−−−−

7.1. All notices required under this Agreement shall be in writing and directed
     to the respective Parties at the following addresses:

    −If to J.V.

    −If to KCO

          OMG EUROPE GMBH 
          Mr Kari MUURAISKANGAS 
          Morsenbraicherweg 200 
          D − 40470 DUSSELDORF
          GERMANY
          Tel: 00.49.211.96.18.80
          Fax: 00.49.211.61.46.29

Any notice shall be deemed to have been given to any Party if personally
delivered to a designated officer of the Party to whom the notice is addressed,
or if sent by registered mail, postage prepaid, with return receipt, and
properly addressed as set forth herein, or if sent by fax or telex to an
authorized representative with evidence of transmission receipt.

The notice shall be effective as of the moment of personal delivery, or in the
case of mailing, as of the date shown on the return receipt, or in the case of
fax or telex, as of the date faxed or telexed.

A Party may, at any time, change the address to which notices or communications
shall be given by written notice to the other Party.
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8.      NO WAIVER
−−−−−−−−−−−−−−−−−

The failure of a Party at any time to require the performance of any provision
of this Agreement shall not affect its right to execute that provision and a
waiver by such Party upon a breach thereof shall not be interpreted as a waiver
by such Party of any later non execution of such provision or as a waiver by
such Party of any other provision of this Agreement.

9.  SEVERABILITY AND HEADINGS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

9.1. If any provision of this Agreement or its related Appendices should be null
     and void, such a nullity shall not invalidate all the other provisions in
     this Agreement or related Appendices. The Parties of this Agreement shall
     endeavor to negotiate so as to replace any null and void provision as well
     as any other affected provision.

9.2. The headings in this Agreement are considered for convenience only and
     shall not have any effect or limit in interpreting the provisions of this  
     Agreement.

10.     SOVEREIGN IMMUNITY
−−−−−−−−−−−−−−−−−−−−−−−−−−

To the extent that a Party may be entitled to claim in any jurisdiction in which
legal proceedings may at any time be commenced with respect to this Agreement,
for itself or its activities, properties or assets any immunity either:

     −from jurisdiction of any court or arbitration

     −from attachment prior to judgment, from execution of a judgment or set−off
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   − from any other legal process, and to the extent where such immunity could
     be granted by that jurisdiction, the Parties hereby irrevocably agree not
     to claim and hereby waive such immunity in respect of suit, jurisdiction of
     any court, attachment prior to judgment, set−off, execution of a judgment
     and from other legal process, as well as any immunity whatsoever.

11. FURTHER ENGAGEMENTS
−−−−−−−−−−−−−−−−−−−−−−−

11.1. The Parties respectively agree to execute and deliver such further
     instruments, papers and documents and to take the necessary measures that
     may reasonably be necessary or as may reasonably be requested for the
     purpose of carrying out the provisions of this Agreement.

11.2. This Agreement shall be binding upon to the benefit of the Parties hereto
     and their respective duly authorized representatives, providing they have
     agreed to be bound.

12.     GENERAL CLAUSES
−−−−−−−−−−−−−−−−−−−−−−−−

12.1. A Party shall be entitled to terminate this Agreement in the event of a
     material breach of any provision by the other Party.

     However, the termination can only occur in the event it has not been
     remedied within thirty days from the date of a written notice to the
     defaulting Party.

     A material breach shall be considered one which endangers the successful
     completion of operations and the general equilibrium of this Agreement.

12.2. The responsibilities and liabilities of the Parties. according to this
     Agreement shall survive after the expiry or termination.
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     The expiry or termination of the Agreement or liabilities arising under
     this Agreement shall not affect the Parties' obligations expressly stated
     in this Agreement to survive, or expressly contemplated in the event of
     such expiry or termination.

13.    ENTERING INTO FORCE
−−−−−−−−−−−−−−−−−−−−−−−−−−

This Agreement shall become effective when it has been signed by the duly
authorized representatives of the Parties and provided that the Joint Venture
Agreement has become effective.

In witness whereof the Parties have signed this Agreement drafted in French and
translated into English (French version being binding) in two original copies,
one for each party, by their duly authorized representatives.

Place, date

For J.V.

For OMG−KCO.
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THE PRESENT AGREEMENT IS ESTABLISHED IN ITS ENTIRETY BY ALL
THE ELEMENTS HEREINAFTER SPECIFIED AND AS REFERRED TO IN THE
RESPECTIVE ARTICLES

I.     DEFINITIONS

II.     SPECIAL PROVISIONS

          1.   Appointment
          2.   Conditions Precedent
          3.   Period of Agreement
          4.   Processing and Quality Control
          5.   Basis of Operations
          6.   Liability
          7.   Price and Payment
          8.   Legal Requirements
          9.   Representations, Warranties and Covenants
          10.  Breach

III.    GENERAL PROVISIONS

        1.     Hierarchical Order of the Agreements
        2.     Amendment
        3.     Restrictions on Transfers
        4.     Arbitration and Applicable Laws
        5.     confidentiality
        6.     Force Majeure
        7.     Notices
        8.     No Waiver
        9.     Severability and Headings
        10.    Sovereign Immunity
        11.    Further Engagements
        12.    General Clauses
        13.    Entering into Force
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This Agreement is concluded between

GROUPEMENT POUR LE TRAITEMENT DU TERRIL DE LUBUMBASHI (hereinafter referred to
as GTL) organized and existing under the laws of JERSEY, having its registered
office in Jersey;

and SOCIETE DE TRAITEMENT DU TERRIL DE LUBUMBASHI (hereinafter referred to as
STL S.P.R.L.) _a Private Company with Limited Responsibility organized and
existing under the laws of the Democratic Republic of Congo, having its
registered office at Lubumbashi.

WITNESSETH THAT

Whereas OM GROUP Inc., GROUPE GEORGE FORREST S.A. and La GENERALE DES CARRIERES
ET DES MINES have established the J.V. which again established STL for the
purpose of building and operating plant mentioned hereinafter;

Whereas STL shall operate a Processing Plant in the Democratic Republic of Congo
for the purpose of processing Slag into Cobalt Alloy;

Whereas GECAMINES has concluded a Long Term Slag Sales
Agreement with the J.V.;

Whereas the J.V. has concluded a Long Term Cobalt Alloy Sales Agreement with 0MG
KOKKOLA CHEMICALS OY , whereby the J.V. shall sell agreed quantities of Cobalt
Alloy on a long term basis to 0MG KOKKOLA CHEMICALS OY;

Whereas GTL wishes to enter into a Tolling Agreement with STL and appoint STL to
process the Slag on its behalf in the Democratic Republic of Congo and STL has
agreed to accept such appointment;

Now therefore in consideration of the premises and of the
covenants and agreements contained in this Agreement, the
Parties hereby agree as follows:
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I.      DEFINITIONS

The terms defined hereinafter shall for all purposes of this Agreement and
related Contracts have the meanings hereinafter specified, unless otherwise
specified:

AGREEMENT means this document signed by the Parties and its appendices forming
an integral part of the present Agreement as well as its possible amendments.

BUYER means OMG KOKKOLA CHEMICALS Oy (KCO) , a subsidiary of the 0MG Group,
buying Cobalt Alloy in the Long Term Cobalt Alloy Sales Agreement.

PURCHASER means the J.V. purchasing Slag in the Long Term Slag
Sales Agreement.

COBALT BEARING ALLOY or TREATED MATERIAL means the main end product of the
Processing Company (sometimes also called "Cobalt Alloy") containing cobalt and
copper.

YEAR means calendar year beginning on 1st of January and ending on 31st of
December.

UMPIRE means a person appointed by mutual agreement of the J.V. and the Buyer or
GECAMINES in accordance with the Long Term Slag Sales Agreement or Long Term
Cobalt Alloy Sales Agreement.

CIF means "cost, insurance and freight" as defined in INCOTERMS, 1990 edition.

TOLLING AGREEMENT means the Agreement concluded between the J.V. and the
Processing Company for the purpose of processing Slag into Cobalt bearing Alloy.

LONG TERM COBALT ALLOY SALES AGREEMENT means the Agreement whereby the J.V.
undertakes to sell Cobalt Alloy to the Buyer and the latter undertakes to buy
Cobalt Alloy from the J.V.

LONG TERM SLAG SALES AGREEMENT means the Agreement whereby GECAMINES undertakes
to sell Slag to the J.V. and the latter undertakes to buy Slag from GECAMINES.

DATE OF DELIVERY means the date on which the J.V. takes and becomes the owner of
the Site Slag according to the terms of the ex−site delivery clause.

DDU means "delivery duty unpaid" as defined in INCOTERMS, 1990
edition
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EXW means "ex works delivery" clause as defined in INCOTERMS, 1990 edition.

SUPPLIER means the GENERALE DES CARRIERES ET DES MINES supplying Slag in the
Long Term Slag Sales Agreement.

J.V. means a private limited liability company having its registered office in
JERSEY.

BUSINESS DAY means a day which is not a Saturday, a Sunday or a public holiday
in Finland, The Netherlands or the Democratic Republic of Congo.

KCO means 0MG KOKKOLA CHEMICALS Oy, a subsidiary of the OMG Group located in
KOKKOLA, REPUBLIC OF FINLAND and established under the laws of the REPUBLIC OF
FINLAND.

LMB means the LONDON METAL BULLETIN.

LME means the LONDON METAL EXCHANGE.

SUPPLY LOT means a part of each delivered supply of Cobalt Alloy containing
approximately 100 tons of Cobalt Alloy as divided by the BUYER in KOKKOLA for
weighing, sampling, analysis and moisture content determination.

EXPEDITION LOT means the tonnage of one container of Cobalt Alloy dispatch from
the Processing Plant.

USED LOTS means the Lot or Lots of Cobalt Alloy taken into usage by the BUYER
for a period of one month.

MONTH means calendar month.

PARTIES means the Parties to this Agreement.

QUOTATIONAL PERIOD means the Period defined in Article 5 of the Long Term Slag
Sales Agreement or in Article 6.2 in the Long Term Cobalt Alloy Sales Agreement.

WEIGHTS AND MEASURES

1 (metric) ton  =       2,204.6 pounds avoirdupois
1 dint or ts    =       1 dry metric ton
1 wmt or th     =       1 wet metric ton

TAKEN INTO USAGE means the taking of the Cobalt Alloy either directly from the
ordinary commercial raw material Stock or alternatively from the Buffer Stock as
a complement of the KOKKOLA Processing Plant. 
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PROJECT means the conception and building of a Processing Plant in LUBUMBASHI
for the purpose of exploiting the Slag Site of LUBUMBASHI as well as the proper
operation of the Processing Plant, the trading operations including related
operations and the distribution of the profits.

PROCESSED SLAG means the Slag resulting from the operations in the Processing
Plant

SLAG means cobalt bearing slag located in the Site in THE DEMOCRATIC REPUBLIC OF
CONGO and to be used as feeding stock in the Processing plant.

SITE or SLAG SITE means the area in the Democratic Republic of Congo where the
Slag is located and available to be delivered to the J.V. pursuant to this
Agreement (called Terril de LUBUMBASHI, originating from the residues of the
WATER JACKET ovens of GECAMINES and namely including the zones I, J, K1, K2 and
TAS G−L having an average Cobalt content of 1,85% as described in further detail
in appendix 1 of the Frame Agreement attached as Appendix 1 to this Agreement). 

PROCESSED SLAG SITE means the area in the Democratic Republic of Congo where the
processed slag will be stocked.

PROCESSING COMPANY means the Company to be set up by the J.v. in the Democratic
Republic of Congo in the form of a SPRL for the purposes of operating the
Processing Plant.

COMMERCIAL STOCK means the ordinary stock of Cobalt Alloy enabling the regular
supply of OMG−KCO plant taking into account the periodicity of maritime
arrivals.

BUFFER STOCK means the Cobalt Alloy Stock to be established at OMG in KOKKOLA,
FINLAND in accordance with article 10 of the J.V. Agreement and to be kept
separate from the Ordinary Commercial Cobalt Alloy Stock of OMG KOKKOLA
Chemicals Qy.

USD means the lawful currency of the UNITED STATES OF AMERICA.

PROCESSING PLANT means the Plant to be located in LUBUMBASHI in the DEMOCRATIC
REPUBLIC OF CONGO. The Plant shall be operated by the Processing Company for the
purpose of processing Slag into Cobalt bearing Alloy.

SELLER means the J.V. selling Cobalt Alloy in the Long Term Cobalt Alloy Sales
Agreement.
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II.     SPECIAL PROVISIONS

1. APPOINTMENT
−−−−−−−−−−−−−−
GTL hereby grants to STL the right to process all of the Slag to be purchased by
GTL from time to time from GECAMINES and STL accepts such appointment.

STL undertakes to exclusively process the Slag for GTL and shall not process the
Slag for any third party without the consent of GTL. GTL shall not unreasonably
withhold such an agreement.

STL, in performing its functions and activities under this Agreement, shall be
considered as an independent contractor and not an agent of GTL. STL shall not
be entitled to represent or hold itself out as representing the J.V.

2. CONDITIONS PRECEDENT
−−−−−−−−−−−−−−−−−−−−−−−

This Agreement is subject to the fulfillment of the following conditions
precedent;

     (i)   that any governmental approvals which may be required for or prior to
           the implementation of this Agreement, are duly obtained;

     (ii)  that the Long Term Slag Supply Agreement has been duly signed and
           concluded between GTL and GECAMINES;

     (iii) that the Long Term Cobalt Alloy Sales Agreement has been duly signed
           and concluded between GTL and KCO.

3. PERIOD OF AGREEMENT
−−−−−−−−−−−−−−−−−−−−−−

This Agreement shall be in force for a period of 20 years and shall take effect
commencing at its conclusion.
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4. PROCESSING AND QUALITY CONTROL
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

The Slag to be processed by STL will be available EXW Site according to the
instructions given GTL. The Slag shall meet following specifications:

Co:     1,85%
Cu:     1,39%
Zn:     7,49

The Cobalt Alloy to be produced shall meet following specifications:

                 **

GTL shall be entitled through their employees, representatives or other
appointees to have access to and to inspect the Plant of STL for the purposes of
checking that the Cobalt Alloy meet the above mentioned specifications.

Should the Cobalt Alloy fail to meet the required specifications with the
result, that the transportation of the Treated Material to KOKKOLA, FINLAND is
not economically feasible, then all costs, direct or indirect, relating to such
failure shall be borne by STL.

5. BASIS OF OPERATION
−−−−−−−−−−−−−−−−−−−−−

Ownership to the Slag and to the Cobalt Alloy shall at all times remain with
GTL.

Zinc and lead in form of Oxides as well as Processed Slag shall be returned free
of charge to GECAMINES who shall become their owner. GECAMINES shall remove them
at its own expense as quickly as possible.

STL shall take care of the transportation of the Slag from the Site to the Plant
as well as the transportation of the Processed Slag from the Plant to the place
designated by GTL.

STL shall bear all risks linked to the Slag when loaded for the transportation
at the Site.

The risk linked to the Cobalt Alloy shall pass from STL to GTL at its delivery
to GTL, packed in bags (or otherwise if so agreed), EXW the Plant. 

** Confidential treatment has been requested with respect to certain information
contained within this document. Confidential portions are omitted and filed
separately with the Securities and Exchange Commission pursuant to Rule 24b−2 of
the Securities and Exchange Act of 1934.
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6. LIABILITY
−−−−−−−−−−−−

STL shall be responsible for all damage resulting from a failure or omission
occurring during operations for which it is responsible. 

STL shall indemnify the J.V. and KCO against all requests for indemnification or
other requests from third parties.

In order to protect the environment and subject to the limitations set out
above, the Parties undertake to build, operate and maintain the Processing Plant
in the Democratic Republic of Congo in an orderly way and corresponding to the
rules for protecting the environment applicable in the European Union.

7. PRICE AND PAYMENT
−−−−−−−−−−−−−−−−−−−−

As consideration for the processing of the Slag into Cobalt Alloy (and all
related services), GTL shall pay to STL a tolling fee based on **.

The payment procedure shall be determined later, **.

GTL and STL shall meet ** to discuss of the adjustment of the agreed
price.

8. LEGAL REQUIREMENTS
−−−−−−−−−−−−−−−−−−−−−

STL shall obtain and maintain in force all permits and consents required in the
Democratic Republic of Congo in connection with the Processing of Slag and its
transportation to the Plant.

Such authorizations shall remain valid as long as the above mentioned services
are performed by STL, which shall at all times operate in conformity with the
authorizations, licenses, permits and national legislation of the Democratic
Republic of Congo.

     ** Confidential treatment has been requested with respect to certain
     information contained within this document. Confidential portions are
     omitted and filed separately with the Securities and Exchange Commission
     pursuant to Rule 24b−2 of the Securities and Exchange Act of 1934.
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9. REPRESENTATIONS, WARRANTIES AND COVENANTS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

STL will arrange for and obtain and maintain in force all permits and consents
required or to be obtained in connection with the processing and transportation
of the Slag and/or the exportation of the Cobalt Alloy as contemplated in this
Agreement in the Democratic Republic of Congo.

STL will possess the business, professional and technical expertise to handle,
process and safely and lawfully dispose of the Slag and Cobalt Alloy and process
waste respectively in the Democratic Republic of Congo.

STL will maintain the equipment, the Plant and human resources required to
perform its obligations under this Agreement.

STL is duly licensed and authorized by all relevant authorities in the
Democratic Republic of Congo to handle Slag, Treated Material and process waste.
STL shall, at all times while services hereunder are being performed, continue
to remain so licensed and authorized, and STL shall at all times operate in
conformity with the requirements of all applicable permits, licenses,
authorizations and national legislation of the Democratic Republic of Congo.

10. BREACH
−−−−−−−−−−

Should either Party fail to observe any of the provisions or perform any of the
terms or conditions of this Agreement, or be placed under judicial management or
be wound up, whether compulsorily or voluntarily, and/or fail to remedy such
breach or failure within a period of 90 days of notice to it, then without
prejudice to any other rights which might thereupon be available to it, the
other Party shall have the right to proceed against the defaulting Party for the
recovery of incurred damages. 
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III. GENERAL PROVISIONS

1. HIERARCHICAL ORDER OF THE AGREEMENTS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

This Agreement is part of the Agreements concluded between the Parties and other
parties.

The aim of these Agreements is to set up the terms and conditions of the
purchase of the Slag located at the Site, the setting up of the J.V. and of the
Processing Company and selling the Cobalt−bearing Alloy to KCO for further
processing.

These Agreements are:

          (i)   JOINT VENTURE AGREEMENT
          (ii)  LONG TERM SLAG SALES AGREEMENT
          (iii) LONG TERM COBALT ALLOY SALES AGREEMENT
          (iv)  TOLLING AGREEMENT

Although each Agreement mentioned above shall be interpreted independently and
according to its own terms, it is to be noted that it is part of a larger
contractual arrangement and each Agreement shall be interpreted in light of the
other Agreements.

In case of a conflict this Agreement and the listed Agreements shall be
interpreted in the above order so that a prior Agreement shall always supersede
a later one.

2. AMENDMENTS
−−−−−−−−−−−−−

Any amendments or additions to this Agreement shall be valid only if made in
writing and signed by duly authorized representatives of the Parties hereto.

Should an amendment or modification to this Agreement have an effect to the
other Agreements, the Parties undertake to change or modify these other
Agreements in order to avoid any conflicts between this Agreement and the other
Agreements.
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3. RESTRICTIONS ON TRANSFERS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−

A Party shall not have the right to sell, assign, transfer, mortgage, pledge,
charge or otherwise deal with its rights and obligations as defined in this
Agreement.

4. ARBITRATION AND APPLICABLE LAWS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

In the event the Parties are unable to settle a dispute in connection with this
Agreement out of court, they agree upon that the dispute shall be submitted to
the French section of the tribunals of Brussels which shall give a verdict
pursuant to the Belgian laws.

5. CONFIDENTIALITY
−−−−−−−−−−−−−−−−−−

5.1. Unless otherwise provided in this Article, all reports, records, data or
     any other information of any kind whatsoever developed or acquired by
     any Party in connection with the activities of the J.V. and/or the
     Processing Company in the Democratic Republic of Congo controlled by the
     J.V. shall be treated as confidential and no Party shall reveal or
     otherwise disclose such confidential information to third parties without
     the prior written consent of the other Parties.

     The above restrictions shall not apply to the disclosure of confidential
     information to any affiliate companies or any private or public financing
     institutions, any contractors or subcontractors, employees or consultants
     of the Parties or of the J.V. or the Processing Company or to any third
     party to which a Party envisage the transfer, the sale, assignment,
     encumbrance or other disposition of all of its participation in the J.V. in
     accordance with the terms of Article 3 above.

     However, this shall only be applicable provided that the confidential
     information shall only be disclosed to third parties having a legitimate
     need for this information and the persons or company to whom such
     disclosure is made shall first undertake in writing to protect the
     confidential nature of such information, to the same extent as the Parties
     are obligated under this Article.

     In addition, the above restrictions shall not apply to any Government or
     Governmental Department or Agency which has the right to require the
     disclosure of such confidential information. 
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     These restrictions shall also not apply to such confidential information
     which comes into the Public Domain, except the fault from any Party.

     This confidentiality obligation shall survive for a period of 5 years
     commencing at the termination/dissolution of this Agreement.

     The above mentioned restrictions are not valid for information retained by
     GECAMINES related to the Site.

6. FORCE MAJEURE
−−−−−−−−−−−−−−−−

6.1. The obligations of any Party shall be suspended to the extent that the
     performance of its obligations is prevented or delayed, in whole or in
     part by: 

     accidental act, bad weather, floods, slides, mine disasters or major
     accidents, cave−ins, strikes, lockout, labor disputes, labor shortage,
     demonstrations, riots, sabotage, laws, rules or regulations of agency
     or governmental bodies.

     The obligations shall also be suspended in the event of governmental
     actions or inactions, restraints of governmental or other competent
     authorities, inability to obtain or unavoidable delay in obtaining
     necessary materials, facilities and equipment in the open market,
     suspension or refusal of access to the deposit slag site, interruption or
     unavoidable delay in communication or transportation, or any other cause,
     whether similar or not to those specifically listed, which shall be beyond
     the reasonable control of the Party.

6.2. In the event of such occurrences, the Party affected shall give written
     notice to the other Parties as soon as possible after the occurrence of    
     the event causing the delay or prevention, setting out full particulars
     and estimating the duration of the delay or prevention.

     The Party affected shall use all possible diligence to remedy the situation
     causing the delay as quickly as possible.

     The requirement that any such delay shall be remedied with all possible
     diligence shall not require a Party to settle strikes, lock out or other
     labor conflicts contrary to its wishes and this type of difficulty shall be
     handled within the discretion of the Party concerned.

     In the event the situation of force majeure would remain enforce for more
     than 6 months, the Parties shall meet to analyze the situation en envisage
     the termination of this Agreement. 
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7. NOTICES
−−−−−−−−−−

     All notices required under this Agreement shall be in writing and directed
     to the respective Parties at the following addresses:

     − If to GTL

     − If to STL

     Any notice shall be deemed to have been given to any Party if personally
     delivered to a designated officer of the Party to whom the notice is
     addressed, or if sent by registered mail, postage prepaid, with return
     receipt, and properly addressed as Bet forth herein, or if sent by fax or
     telex to the above mentioned address with evidence of transmission 
     receipt.

     The notice shall be effective as of the moment of personal delivery, or in
     the case of mailing, as of the date shown on the return receipt, or in the
     case of fax or telex, as of the date faxed or telexed.

     Any Party may, at any time, change the address to which notices or
     communications shall be given by written notice to the other Parties.

8. NO WAIVER
−−−−−−−−−−−−

The failure of a Party at any time to require the performance of any provision
of this Agreement shall not affect its right to execute that provision and a
waiver by such Party upon a breach thereof shall not be interpreted as a waiver
by such Party of any later non execution of such provision or as a waiver by
such Party of any other provision of this Agreement.
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9. SEVERABILITY AND HEADINGS
−−−−−−−−−−−−−−−−−−−−−−−−−−−−

9.1. If any provision of this Agreement or its related Appendices
     should be null and void, such a nullity shall not invalidate all the other
     provisions in this Agreement or related Appendices. The Parties of
     this Agreement shall endeavor to negotiate so as to replace any null
     and void provision as well as any other affected provision.

9.2. The headings in this Agreement are considered for convenience only and
     shall not have any effect or limit in interpreting the provisions of this
     Agreement.

10. SOVEREIGN IMMUNITY
−−−−−−−−−−−−−−−−−−−−−−

     To the extent that a Party may be entitled to claim in any jurisdiction in
     which legal proceedings may at any time be commenced with respect to this
     Agreement, for itself or its activities, properties or assets any immunity
     either:

     −    from jurisdiction of any court or arbitration from attachment prior 
          to judgment, from execution of a judgment or set−off,

     −    from any other legal process, and to the extent where such immunity
          could be granted by that jurisdiction, the Parties hereby irrevocably
          agree not to claim and hereby waive such immunity in respect of suit,
          jurisdiction of any court, attachment prior to judgment,
          set−off, execution of a judgment and from other legal process, as
          well as any immunity whatsoever.

11.   FURTHER ENGAGEMENTS
−−−−−−−−−−−−−−−−−−−−−−−−−

11.1. The Parties respectively agree to execute and deliver such further
      instruments, papers and documents and to take the necessary measures that
      may reasonably be necessary or as may reasonably be requested for the
      purpose of carrying out the provisions of this Agreement.

11.2. This Agreement shall be binding upon to the benefit of the Parties hereto
      and their respective duly authorized representatives, providing they have
      agreed to be bound. 
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12. GENERAL CLAUSES
−−−−−−−−−−−−−−−−−−−

12.1. Any Party shall be entitled to terminate this Agreement in the event of a
      material breach of any provision by any other Party.

      However, the termination can only occur in the event it has not been
      remedied within thirty days from the date of a written notice to the
      defaulting Party or Parties.

      A material breach shall be considered one which endangers the successful
      completion of operations and the general equilibrium of this Agreement.

12.2. The responsibilities and liabilities of the Parties according to this
      Agreement shall survive after the expiry or termination.

      The expiry or termination of the Agreement or liabilities arising under
      this Agreement shall not affect the Parties obligations expressly stated 
      in this Agreement to survive, or expressly contemplated in the event of 
      such expiry or termination.

13. ENTERING INTO FORCE
−−−−−−−−−−−−−−−−−−−−−−−

This Agreement shall become effective when it has been signed by the duly
authorized representatives of the Parties and provided that the Joint Venture
Agreement has become effective.

IN WITNESS WHEREOF the Parties have signed this Agreement written in French,
along with an English translation, the French text being the authentic text, in
2 original copies, one for each party, by their duly authorized representatives.

Signed at ... on the .. day of .... 1997

</TEXT>
</DOCUMENT>
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COMMERCIAL CONTRACT No. CO/265/97 March 1997

Between:

1    LA GENERALE DES CARRIERES ET DES MINES a corporation duly incorporated
     under the laws of Zaire.

And: OMG KOKKOLA CHEMICALS OY, a corporation duly incorporated under the laws of
     Finland (hereafter called "Buyer") of the second part.

     IT HAS BEEN AGREED AS FOLLOWS:

1    DEFINITION AND INTERPRETATION

1.1  DEFINITIONS

     Wherever used in this agreement unless the context otherwise requires:

     "Year" means calendar year commencing on 1 January and ending on 31
     December that year.

     "Concentrate Co−Cu or "Concentrate" "means the material defined in Clause 4
     hereafter.

     "Agreement" means this Agreement.

     "Business Day" means a day which is not a Saturday, Sunday or a public
      holiday in Finland or Zaire.

     "Delivered lot" means a lot of concentrate containing approximately 500 wmt
     from Kipushi or Luiswishi.

     "Received lot" means the concentrate received by OMG in Kokkola containing
     approximately 500 wmt.

     "Payable metals" are cobalt, copper or all other metals which are
     economically recoverable and agreed by both parties.

     "Month" means calendar month.

     "Quotational period" explained in Clause 8.2 hereunder.
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     "Project" defines Luiswishi project.

     "Average Cobalt Content" is defined in Clause 4 hereafter.  

     "Average Copper Content" is defined in Clause 4 hereafter. 

     "Ton" and "metric ton" means 2204,62 pounds avoirdupois 

     "WMT" means wet metric ton.

     "DMT" means dry metric ton.

     "USD" shall mean lawful money of the United States of America

2    SUBJECT
     Gecamines will deliver to OMG the monthly quantity of concentrate, defined
     in article 6 hereinafter according to the specifications defined in
     articles 3 and 4 hereafter, to 0MG Kokkola Chemicals in Finland.

3    MATERIAL TO BE DELIVERED
     Cobalt and copper metal content in the concentrate are defined in article 4
     hereinafter.

4    SPECIFICATIONS
     Gecamines agrees to sell and deliver and OMG agrees to purchase Co−Cu
     concentrate having the following characteristics assayed on a dry basis:

     **

     The parties can agree to modify the characteristics and possible conditions
     and add other payable metals.

5    DURATION 
     This agreement is in force for two years commencing on the date    of
     starting the production and deliveries (Article 17). OMG has the option to
     continue the contract until this material can be replaced by cobalt
     smelter alloy.

6    QUANTITY
     Gecamines shall deliver to OMG and OMG shall purchase from Gecamines
     300−400 t cobalt content in concentrate in accordance with the
     specifications in article 4,

7    DELIVERY
     The delivery term to OMG in Kokkola, Finland (DDU Incoterms edition 1990).
     Freight, charges, transportation and insurance to be charged from OMG. OMG
     will choose the transportation agent as well as the way of packing (big
     bags or bulk) after consulting Gecamines.

     ** Confidential treatment has been requested with respect to certain
     information contained within this document. Confidential portions are
     omitted and filed separately with the Securities and Exchange Commission
     pursuant to Rule 24b−2 of the Securities and Exchange Act of 1934.
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8        PRICE
         The price of concentrate is based on metal content and fixed according
         the following formulas

8.1      PRICE DETERMINATION
         OMG shall pay to Gecamines for the Cobalt and Copper in the
         concentrate. The price will be determined separately for each received
         Lot DDU Kokkola.

8.1.1    COBALT PRICE (PCO)
         Payable cobalt price for received lot is determined according the 
         following formula:

         **

8.1.2   Copper Price (PCu)

        Payable copper price for each received lot is determined according the
        following formula. 

        **

8.1.3   PRICE OF OTHER RECOVERABLE METALS

        **
8.2     QUOTATIONAL PERIOD
        The applicable Quotational Period for cobalt, copper and other metals
        is the month of arrival in Kokkola. 

     ** Confidential treatment has been requested with respect to certain
     information contained within this document. Confidential portions are
     omitted and filed separately with the Securities and Exchange Commission
     pursuant to Rule 24b−2 of the Securities and Exchange Act of 1934.
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8.3     PAYMENT

        After reception in Kokkola OMG will make the payment for received lots.
        Weighing and sampling is done according to the procedure described in
        article 9.2 for the quantities and that described in 8.1 and 8.2 for the
        currency in use. In any case the final payment shall be made in 30 days
        after QP. The title is passed from Gecamines to OMG at arrival in
        Kokkola. An advance net payment will be negotiated before the first
        shipments.

8.4     TAXES AND DUTIES
        Any and all taxes, and duties in Zaire relating to this Agreement shall
        be paid by Gecamines.

        Any and all taxes, and duties paid outside Zaire relating to this
        Agreement shall be paid by OMG.

8.5     ACCOUNT
        OMG will credit "Project Luiswishi" by opening an account at a bank
        approved by the parties of this project

9       WEIGHING, SAMPLING AND ASSAYING

9.1     WEIGHING, SAMPLING AND MOISTURE DETERMINATION IN KIPUSHI OR 
        LUISWISHI

        To be used for transportation and insurance invoicing purposes, only:

(a)     OMG and Gecamines shall confer and, before the first shipment, 
        shall adopt and record mutually acceptable methods of weighing, sampling
        and analysing.

(b)     The Co−Cu concentrate will be weighed, sampled and analysed in 
        Kipushi or Luiswishi at Gecamines costs. The shipment shall be divided
        in lots of approximately 500 tons. Each lot shall form a separate and
        complete delivery for all purposes under this Agreement

(c)     Sampling and analysing will be made using mutually agreed  methods. 
        Such weight and moisture content will be provisional for all purposes of
        this agreement. After weighing, sampling and analysing Gecamines will
        pass the results to OMG by telecopy.

9.2.    WEIGHING, SAMPLING AND MOISTURE DETERMINATION AT DISCHARGING PORT:

(a)     OMG and Gecamines shall mutually agree the methods of  weighing, 
        sampling and analysing before the first shipment. These shall be
        appropriate, based on internationally approved methods, defining exact
        weights, samples and analyses. 

(b)     The Co−Cu concentrate will be weighed and sampled at the discharging
        port at OMG's cost. Each received lot means a separate and complete
        delivery under this agreement. 
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(c)     Sampling and analyses are made according mutually agreed 
        analytical methods.

        Weighing and moisture will be determined according this contract. In
        case of arbitration demanded by either of the parties the procedure will
        be according art. (9.3). A total of five sets of samples shall be drawn
        from each lot and distributed as follows:

        − one set of samples for the OMG
        − one set of samples for Gecamines
        − one set of samples for eventual umpire analysis kept by OMG
        − one set of samples for eventual umpire analysis kept by Gecamines one
          set of samples for reserve kept by OMG

        During these operations Gecamines shall have the right to be represented
        at its own expense.

        After getting results OMG and Gecamines shall exchange the assays. If
        the assays are not ready in 30 calendar days, the analysis that is at
        disposal will be used for final invoicing. The invoice will be sent by
        telecopy to OMG and the original by courier They shall be final and
        binding for both parties of this agreement.

        For each lot of 500 tonnes WMT Gecamines will calculate the amount of
        cobalt, copper and other elements applicable for each lot preparing an
        invoice in accordance with the shipment. The invoice shall be sent by
        telecopy to OMG and the original by courier.

9.3     UMPIRE ASSAYING

        This process is applicable for the samples taken at the port of arrival.
        The analyses should be made independently by OMG and Gecamines. The
        exchange of assays will be made by telecopy.

        If the difference of assays for Co, Cu and Ni of the two parties is not
        higher than 0.20 % the arithmetic mean of these two results will be
        accepted final.

        In the event of greater difference and if either of parties demand, an
        umpire assay may be made on the samples reserved by two independent
        laboratories, mutually approved.

        The reference assayers cannot act as representative agent of OMG or
        Gecamines at the weighing, sampling and moisture determination
        operations and/or carry out, for any or both parties, the analysis for
        the assay exchange.

        Should the umpire assay fall between the results of the two parties or
        coincide with either, the arithmetical mean of the umpire assay and the
        assay of the party which is the nearer one to the umpire shall be taken
        as the agreed assay. 
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        Should the umpire assay be the exact mean. of the two parties then the
        umpire result shall be final. The cost of the umpire assay shall be
        borne equally by both parties when the umpire assay is the exact mean of
        the exchanged results.

        Should the umpire assay fall outside the exchanged results, the assay of
        the party which is nearer the umpire shall be taken as agreed assay. The
        cost of this assay shall be borne by the other party.

10      FORCE MAJEURE
        In the event of any strike, act of God, war, lockout, flood, accident,
        lack transport facilities or any other reason beyond the control of the
        parties which prevent the parties to fulfill the obligations of the
        agreement, the party involved should immediately inform the other party
        in writing of such event and of the estimated duration of fulfilling the
        obligations. If these circumstances or the Force Majeure situation
        should persist more than 3 months the parties shall meet and consider
        the cancelling this agreement.

11      FAIR CLAUSE
        In case or events not foreseen by the parties, regardless of the
        agreement, one of the parties may demand additional charge to be able to
        fulfil its obligation in accordance with this agreement, this party has
        to request in writing for a possible modification of this agreement. The
        demand should, without delay, include the reason for the request,
        explain the situation of the party and the economical consequences to
        this agreement.

        At default of notifying the party will loose the wright to present the
        request in accordance with this article.

12      NOTICES
        All notices, requests for information, complaints and other
        communication which are required or may be given under this Agreement
        shall be in writing delivered personally or sent by registered mail or
        telecopy at the following addresses or to other such address as a party
        may notify the other party in writing:

If for Gecamines
La Generale des Carrieres et des Mines
Monsieur le President Delegue General
B.P. 450
Lubumbashi
Republic of Zaire
Telephone: +32 2 67 68 045
Telceopy: + 32 2 67 68 047

Brussels
Telephone: +32 2 67 68 983
Telecopy: +32 2 67 68 984
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          Or if for
          OMG Kokkola Chemicals Oy
          Att: The President
          P.O. Box 286, FIN−67101 Kokkola
          Finland
          Telephone: +35868280111
          Telecopy: +358 6 8280 373

13      ASSIGNMENT OF THE AGREEMENT
        This agreement as well as all rights and obligations for each party
        arising thereof cannot be transferred, assigned, or pledged to a third
        party without written permission of the other party before notice with
        the exception where assigning company controls the majority. This
        permission cannot be withheld unreasonably

14      AMENDMENTS
        This present Agreement can only be modified by means of clauses duly
        signed by both parties.

15      GOVERNING LAW AND JURISDICTION
        Any dispute, occurred between the Parties and resulting from
        misinterpretation or execution of the present agreement, shall be
        preferably settled amicably. If it is not the case, it will be referred
        to the Commercial Arbitration court in Paris which will make a ruling
        based on French Law.

16      INTERPRETATION

        A) The titles of various articles and paragraphs have no effect in the
           interpretation of this agreement.

        B) If any period specified in this agreement shall expire in non
           business day, the expiring date is the following business day.

17      The agreement shall come into effect after the production has 
        started, which should be November, 1997.

In Lubumbashi 4 April, 1997
This agreement has been executed in two copies, one for each party.

               FOR GECAMINES

        YAWILI NYI ZONGIA           UMBA KYAMITALA
        DELEQUE GENERAL ADJOINT     PRESIDENT DELEQUE GENERAL

                FOR 0MG KOKKOLA CHEMICALS OY
                ANTTI AALTONEN
                PRESIDENT



               AMENDMENT NO 4 TO COMMERCIAL AGREEMENT NO CO/265/97

Between

La GENERALE DES CARRIERES ET DES MINES, a state company organized and existing
under the law of the Democratic Republic of Congo, registered to the nouveau
registre de commerce de Lubumbashi au numero 453 and having its registered
office 419, Boulevard Kamanyola, B.P. 450 Lubumbashi, Democratic Republic of
Congo represented by Mr. NZENGA KONGOLO, General Director and Mr. ASSUMANI
SEKIMONYO, Deputy General Director, hereinafter denoted as "GCM"

and

OMG Kokkola Chemicals Oy, a company organized and existing under the laws and
the Republic of Finland, represented by Mr. JORAN SOPO, President (hereinafter
denoted as "OMG")

Preamble

Whereas GCM and OMG has signed in April 1997 the Commercial Agreement CO/265/97
related to deliveries of Co Cu Concentrate.

Whereas GCM and OMG has signed in March 1998 the amendment no. 1 to the
Commercial Agreement related to deliveries of Co Cu Concentrate.

Whereas GCM and OMG has signed the amendment no. 2 to the Commercial Agreement
about the revision of certain terms of the aforesaid agreement entered into
force on the 1st January 2000.

Whereas GCM and OMG has signed on the 16th of June 2001 the amendment no. 3 to
the Commercial Agreement related to duration of the aforesaid agreement.

Whereas the development of the market price of Cobalt has prejudiced both OMG
and the Lubumbashi project, and for this reason certain negotiations have been
held between the parties to find solutions which satisfy both parties and permit
the parties to continue with their cooperation.

NOW THEREFORE IT HAS BEEN AGREED AS FOLLOWS:

ARTICLE 1: DELIVERIES

Article 1 of amendment no. 2 modifying article 4 of the Commercial Contract has
been modified as follows:

GCM shall sell and deliver, and OMG shall buy, Co Cu Concentrate complying
having the following indicative characteristics (assayed on a dry basis):

**

** Portions of this exhibit have been omitted and filed separately with the
Securities and Exchange Commission in reliance on the Company's request for
confidential treatment pursuant to Rule 24b−2 of the Securities and Exchange Act
of 1934.



The cobalt contents shall be evaluated ** and the payable value shall be
determined as follow:

**

ARTICLE 2: DURATION

Article 5 of the commercial agreement as modified by article 4 of the Amendment
no. 2 and the article 1 of the Amendment no. 3 shall read as follows "The
parties agree to extend the commercial agreement up to **."

ARTICLE 3: QUANTITY

Article 6 of the commercial agreement is modified as follows:

GCM shall deliver on an average monthly basis ** tons Cobalt contained and OMG
undertakes to buy the following minimum annual quantities of Cobalt contained in
the concentrate according to the specifications as per article 1 here above:

         **

OMG undertakes to increase these minimum purchase amounts to the extent the
balance of the market permits it to do so.

ARTICLE 4:

As far as any additional concentrates (exceeding the minimum quantities defined
in art 3 above) are concerned, **

ARTICLE 5:

The other clause of the Commercial agreement and its amendments none concerned
by the present amendment will remain applicable.

** Portions of this exhibit have been omitted and filed separately with the
Securities and Exchange Commission in reliance on the Company's request for
confidential treatment pursuant to Rule 24b−2 of the Securities and Exchange Act
of 1934.



ARTICLE 6:

In witness whereof the Parties have signed this amendment in drafted in the
French Language and translated into English, the French version being binding,
in three original copies, one for OMG, two for GCML, by their duly authorized
representatives.

For GECAMINES

ASSUMANI SEKIMONYO                                            NZENGA KONGOLO
Deputy General Director                                       General Director

For OMG Kokkola Chemicals Oy

JORAN SOPO
President of Kokkola Chemicals Oy

Signed August 27, 2003

** Portions of this exhibit have been omitted and filed separately with the
Securities and Exchange Commission in reliance on the Company's request for
confidential treatment pursuant to Rule 24b−2 of the Securities and Exchange Act
of 1934.



            AMENDMENT NO. 5 TO COMMERCIAL AGREEMENT NO CO/265/97

BETWEEN

La GENERALE DES CARRIERES ET DES MINES, a state company organized and existing
under the law of the Democratic Republic of Congo, registered to the nouveau
registre de commerce du Lubumbashi au numero 453 and having its registered
office 419, Boulevard Kamanyola, B.P. 450 Lubumbashi, Democratic Republic of
Congo represented by Mr. NZENGA KONGOLO, General Director and Mr. ASSUMANI
SEKIMONYO, Deputy General Director hereinafter denoted as "GCM"

AND

OMG Kokkola Chemicals Oy, a company organized and existing under the laws of the
Republic of Finland, represented by Mr. JORAN SOPO, President; hereinafter
denoted as "OMG"

Whereas GCM and OMG has signed in April 1997 the Commercial Agreement CO/265/97
related to deliveries of Co Cu Concentrate.

Whereas GCM and OMG has signed in March 1998 amendment no. 1 to the aforesaid
Commercial Agreement;

Whereas GCM and OMG has signed an amendment no. 2 to the aforesaid Commercial
Agreement, which amendment was entered into force on the 1st January 2000;

Whereas GCM and OMG has signed in June 2001 amendment no. 3 to the aforesaid
Commercial Agreement;

Whereas GCM and OMG has signed in July 2003 an amendment no. 4 to the aforesaid
Commercial Agreement;

Whereas GCM and OMG has agreed to modify the terms of the Commercial Agreement
related to the deliveries ** (as defined in this amendment) for the delivery of
** (as defined in this amendment) will be determined on the basis of **.

NOW THEREFORE THE PARTIES HAVE AGREED AS FOLLOWS:

ARTICLE 1

The definitions set out in Article 1 of the Commercial Agreement are amended as
follows:

** the quantity of Co−Cu Concentrate that Seller plans to deliver to Buyer each
month as detailed in Article 2 of this amendment. The specific quantity listed
for each ** will be priced ** listed for that Price Unit in Article 2, even if
the actual delivery does not meet the planned delivery schedule in whole or in
part.

**

** Portions of this exhibit have been omitted and filed separately with the
Securities and Exchange Commission in reliance on the Company's request for
confidential treatment pursuant to Rule 24b−2 of the Securities and Exchange Act
of 1934.



ARTICLE 2

Article 6 of the Commercial Agreement, modified by article 3 of the amendment
no. 4 of the Commercial Agreement is amended as follows:

Quantity **                Production         Planned Delivery               **
(tons of Co cont'd)        Month              Month
**

The total deliveries ** as described above will total to a minimum of ** tons of
Cobalt contained in Co Cu Concentrate. The material will be purchased in **
(corresponding to planned monthly deliveries) as defined above.

The Buyer may elect to increase (but never to decrease) the quantity ** up to
the maximum of ** tons by notifying the Seller at the latest on the 5th working
day of the month prior to the concerned production month.

The Buyer is aware that additional quantity should be limited because of the
capacity of production and the sold quantities to another Customer.

ARTICLE 3

It is understood by the Parties that while best efforts will be made to respect
the planned delivery months for each **, the quantity, production and shipping
issues may cause slight changes in the actual time of deliveries.

The Buyer will prepare a monthly summary of the quantities received against each
Planned Delivery and will provide this summary report to the Seller before the
10th of each subsequent month.

ARTICLE 4

The article 8.3 of the Commercial Agreement is amended as follows:

The Buyer will pay the Seller for the quantity of Co−Cu Concentrate delivered to
the Buyer as follows:

−    For any quantity delivered according to planned delivery (as set out in
     article 2 above) or earlier, the Buyer will credit the bank account of the
     Seller no later than **.

−    For any quantity delivered later than the planned delivery, the Buyer will
     credit the bank account of the Seller no later than ** .

ARTICLE 5:

The other clause of the Commercial agreement and its amendments not concerned by
the present amendment will remain applicable.

** Portions of this exhibit have been omitted and filed separately with the
Securities and Exchange Commission in reliance on the Company's request for
confidential treatment pursuant to Rule 24b−2 of the Securities and Exchange Act
of 1934.



ARTICLE 6:

In witness whereof the Parties have signed this amendment in drafted as the
French Language and translated into English, the French version being binding),
in three original copies, one for OMG, two for GCM, by their duly authorized
representatives.

For GECAMINES

ASSUMANI SEKIMONYO                                    NZENGA KONGOLO
Deputy General Director                               General Director

For OMG Kokkola Chemicals oy

JORAN SOPO
President of Kokkola Chemicals Oy

Signed August 27, 2003

** Portions of this exhibit have been omitted and filed separately with the
Securities and Exchange Commission in reliance on the Company's request for
confidential treatment pursuant to Rule 24b−2 of the Securities and Exchange Act
of 1934.

</TEXT>
</DOCUMENT>



                                                                   Exhibit 10.22

                                 OM GROUP, INC.

                   1998 LONG−TERM INCENTIVE COMPENSATION PLAN

1.  PURPOSE

     The purpose of the Plan is to advance the long−term interests of OM Group,
Inc. by (i) motivating executive personnel by means of long−term incentive
compensation, (ii) furthering the identity of interests of participants with
those of the shareholders of the Corporation through the ownership and
performance of the Common Stock of the Corporation, and (iii) permitting the
Corporation to attract and retain directors and executive personnel upon whose
judgment the successful conduct of the business of the Corporation largely
depends. Toward this objective, the Committee may grant stock options, stock
appreciation rights, restricted stock awards, phantom stock and/or performance
shares to Key Employees of the Corporation and its Subsidiaries, and shall grant
stock options to non−employee directors of the Corporation, on the terms and
subject to the conditions set forth in the Plan.

2.  DEFINITIONS

     2.1 "Administrative Policies" means the administrative policies and
procedures adopted and amended from time to time by the Committee to administer
the Plan.

     2.2 "Award" means any form of stock option, stock appreciation right,
restricted stock award, phantom stock or performance share granted under the
Plan, whether singly, in combination, or in tandem, to a Participant by the
Committee pursuant to such terms, conditions, restrictions and limitations, if
any, as the Committee may establish by the Award Agreement or otherwise.

     2.3 "Award Agreement" means a written agreement with respect to an Award
between the Corporation and a Participant establishing the terms, conditions,
restrictions and limitations applicable to an Award. To the extent an Award
Agreement is inconsistent with the terms of the Plan, the Plan shall govern the
rights of the Participant thereunder.

     2.4 "Board" means the Board of Directors of the Corporation.

     2.5 "Change In Control" means a change in control of the Corporation of a
nature that would be required to be reported (assuming such event has not been
"previously reported") in response to Item 6(e) of schedule 14A of Regulation
14A promulgated under the Exchange Act; provided that, without limitation, a
Change In Control shall be deemed to have occurred at such time after January 1,
1992 as (i) any "person" within the meaning of Section 14(d) of the Exchange
Act, becomes the beneficial owner, directly or indirectly, of securities of the
Corporation representing 50% or more of the combined voting power of the
Corporation's then outstanding securities, or (ii) during any period of two
consecutive years, individuals who at the beginning of such period constitute
the Board of Directors cease for any reason to constitute at least a majority
thereof unless the election or the nomination for election by the Corporation's
shareholders, of each new director was approved by a vote of at least two−thirds
of the directors then still in office who were directors at the beginning of the
period.

     2.6 "Change in Control Price" means the higher of (i) the mean of the high
and low trading prices for the Corporation's Common Stock on the Stock Exchange
on the date of determination of the Change in Control or (ii) the highest price
per share actually paid for the Common Stock in connection with the Change in
Control of the Corporation.

     2.7 "Code" means the Internal Revenue Code of 1986, as amended from time to
time.

     2.8 "Committee" means the Compensation Committee of the Board, or such
other committee designated by the Board, authorized to administer the Plan under
Section 3 hereof.

     2.9 "Common Stock" means Common Stock, par value $.01, of the Corporation.
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     2.10 "Corporation" means OM Group, Inc.

     2.11 "Exchange Act" means the Securities Exchange Act of 1934, as amended.

     2.12 "Key Employee" means an employee of the Corporation or a Subsidiary
who holds a position of responsibility in a managerial, administrative or
professional capacity, and whose performance, as determined by the Committee in
the exercise of its sole and absolute discretion, can have a significant effect
on the growth, profitability and success of the Corporation.

     2.13 "Participant" means any individual to whom an Award has been granted
by the Committee under this Plan.

     2.14 "Plan" means the OM Group, Inc. 1998 Omnibus Long−Term Compensation
Plan.

     2.15 "Stock Exchange" means the New York Stock Exchange or, if the Common
Stock is no longer traded on the New York Stock Exchange, such other market
price reporting system on which the Common Stock is traded or quoted designated
by the Committee after it determines that such other exchange is both reliable
and reasonably accessible.

     2.16 "Subsidiary" means a corporation or other business entity in which the
Corporation directly or indirectly has an ownership interest of fifty−one
percent or more.

3.  ADMINISTRATION

     The Plan shall be administered under the supervision of the Committee
composed of not less than two directors each of whom shall be deemed to be "a
Non−Employee Director" under Rule 16b−3 of the Exchange Act or any subsequent
rule or act.

     Members of the Committee shall serve at the pleasure of the Board of
Directors, and may resign by written notice filed with the Chief Executive
Officer or the Secretary of the Corporation. A vacancy in the membership of the
Committee shall be filled by the appointment of a successor member by the Board
of Directors. Until such vacancy is filled, the remaining members shall
constitute a quorum and the action at any meeting of a majority of the entire
Committee, or an action unanimously approved in writing, shall constitute action
of the Committee. Subject to the express provisions of this Plan, the Committee
shall have conclusive authority to construe and interpret the Plan, any Award
Agreement entered into hereunder and to establish, amend and rescind
Administrative Policies for the administration of this Plan and shall have such
additional authority as the Board of Directors may from time to time determine
to be necessary or desirable.

     In addition, in order to enable Key Employees who are foreign nationals or
employed outside the United States, or both, to receive Awards under the Plan,
the Committee may adopt such amendments, Administrative Policies, subplans and
the like as are necessary or advisable, in the opinion of the Committee, to
effectuate the purposes of the Plan.

4.  ELIGIBILITY

     Any Key Employee is eligible to become a Participant in the Plan.

5.  SHARES AVAILABLE

     (a) Shares of Common Stock available for issuance under the Plan may be
authorized and unissued shares or treasury shares. Subject to the adjustments
provided for in Sections 17 and 18 hereof, the maximum number of shares of
Common Stock available for grant of Awards under the Plan during any calendar
year shall be equal to the sum of:

          (i) One and one−half percent of the total number of issued and
     outstanding shares of Common Stock of the Corporation as of the December
     31st of the immediately preceding calendar year (the "1 1/2 Limit");

          (ii) Any unused portion of the 1 1/2% Limit from prior calendar years
     during the term of the Plan; and
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          (iii) Any shares of Common Stock related to Awards which terminated
     during prior calendar years during the term of the Plan by expiration,
     forfeiture, cancellation or otherwise without the issuance of such shares
     or cash in lieu thereof;

     Notwithstanding the foregoing, (I) not more than two million shares of
Common Stock shall be available for the award of incentive stock options under
the Plan; (II) at no time shall the number of shares deemed to be available for
grant in any calendar year exceed two percent of the total number of issued and
outstanding shares of Common Stock of the Corporation; and (III) at no time
shall the number of shares available for grant in any calendar year to any one
person exceed two hundred thousand.

     (b) For purposes of calculating the number of shares of Common Stock deemed
to be granted hereunder during any calendar year, each Award, whether
denominated in stock options, stock appreciation rights, restricted stock or
phantom stock, shall be deemed to be a grant of a number of shares of Common
Stock equal to the number of shares represented by the stock options, shares of
restricted stock, performance shares, shares of phantom stock or stock
appreciation rights set forth in the Award, provided, however, in the case of
any Award as to which the exercise of one right nullifies the exercisability of
another (including, by way of illustration the grant of a stock option with
Tandem SARs (as hereinafter defined)), the number of shares deemed to have been
granted shall be the maximum number of shares (and/or cash equivalents) that
could have been acquired upon the maximum exercise or settlement of the Award.

     (c) For purposes of calculating the number of shares available for regrant
in any year, the portion of any Award that has been settled by the payment of
cash or the issuance of shares of Common Stock, or a combination thereof, shall
not be available for re−grant under the Plan, irrespective of the value of the
settlement or the method of its payment. The settlement of an Award shall not be
deemed to be the grant of an Award hereunder.

6.  TERM

     The Plan shall become effective as of January 1, 1998, subject to approval
of the Plan by the Corporation's stockholders at the 1998 annual meeting. No
Awards shall be exercisable or payable before approval of the Plan has been
obtained from the Corporation's stockholders.

7.  PARTICIPATION

     The Committee shall select, from time to time, Participants from those Key
Employees who, in the opinion of the Committee, can further the Plan's purposes
and the Committee shall determine the type or types of Awards to be made to the
Participant. The terms, conditions and restrictions of each Award shall be set
forth in an Award Agreement.

8.  STOCK OPTIONS

     (a) Grants.  Awards may be granted in the form of stock options. Stock
options may be incentive stock options within the meaning of Section 422 of the
Code or non−statutory stock options (i.e., stock options which are not incentive
stock options), or a combination of both, or any particular type of tax
advantage option authorized by the Code from time to time.

     (b) Terms and Conditions of Options.  An option shall be exercisable in
whole or in such installments and at such times as may be determined by the
Committee; provided, however, that no stock option shall be exercisable more
than ten years after the date of grant thereof. The option exercise price shall
be established by the Committee, but such price shall not be less than the per
share fair market value of the Common Stock, as determined by the Committee, on
the date of the stock option's grant subject to adjustment as provided in
Sections 17 or 18 hereof.

     (c) Restrictions Relating to Incentive Stock Options.  Stock options issued
in the form of incentive stock options shall, in addition to being subject to
all applicable terms, conditions, restrictions and/or limitations established by
the Committee, comply with Section 422 of the Code. Incentive Stock Options
shall be granted
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only to full time employees of the Corporation and its subsidiaries within the
meaning of Section 425 of the Code. The aggregate fair market value (determined
as of the date the option is granted) of shares with respect to which incentive
stock options are exercisable for the first time by an individual during any
calendar year (under this Plan or any other plan of the Corporation or any
Subsidiary which provides for the granting of incentive stock options) may not
exceed $100,000 or such other number as may be applicable under the Code from
time to time. Any incentive stock option that is granted to any employee who is,
at the time the option is granted, deemed for purposes of Section 422 of the
Code, or any successor provision, to own shares of the Corporation possessing
more than ten percent of the total combined voting power of all classes of
shares of the Corporation or of a parent or subsidiary of the Corporation, shall
have an option exercise price that is at least one hundred ten percent of the
fair market value of the shares at the date of grant and shall not be
exercisable after the expiration of five years from the date it is granted.

     (d) Additional Tents and Conditions.  The Committee may, by way of the
Award Agreement or otherwise, establish such other terms, conditions,
restrictions and/or limitations, if any, on any stock option Award, provided
they are not inconsistent with the Plan.

     (e) Payment.  Upon exercise, a participant may pay the option exercise
price of a stock option in cash or shares of Common Stock, Stock Appreciation
Rights or a combination of the foregoing, or such other consideration as the
Committee may deem appropriate. The Committee shall establish appropriate
methods for accepting Common Stock and may impose such conditions as it deems
appropriate on the use of such Common Stock to exercise a stock option.

9.  STOCK APPRECIATION RIGHTS

     (a) Grants.  Awards may be granted in the form of stock appreciation rights
("SARs"). SARs shall entitle the recipient to receive a payment equal to the
appreciation in market value of a stated number of shares of Common Stock from
the price stated in the Award Agreement to the market value of the Common Stock
on the date of exercise or surrender. An SAR may be granted in tandem with all
or a portion of a related stock option under the Plan ("Tandem SARs"), or may be
granted separately ("Freestanding SARs"). A Tandem SAR may be granted either at
the time of the grant of the related stock option or at any time thereafter
during the term of the stock option. An SAR may be exercised no sooner than six
months after it is granted. In the case of SARs granted in tandem with stock
options granted prior to the grant of such SARs, the appreciation in value shall
be appreciation from the option exercise price of such related stock option to
the market value of the Common Stock on the date of exercise.

     (b) Terms and Conditions of Tandem SARs.  Subject to limitations contained
in the preceding paragraph, a Tandem SAR shall be exercisable to the extent, and
only to the extent, that the related stock option is exercisable. Upon exercise
of a Tandem SAR as to some or all of the shares covered by an Award, the related
stock option shall be cancelled automatically to the extent of the number of
SARs exercised, and such shares shall not thereafter be eligible for grant under
Section 5 hereof.

     (c) Terms and Conditions of Freestanding SARs.  Freestanding SARs shall be
exercisable in whole or in such installments and at such times as may be
determined by the Committee. The base price of a Freestanding SAR shall also be
determined by the Committee; provided, however, that such price shall not be
less that the fair market value of the Common Stock, as determined by the
Committee, on the date of the award of the Freestanding SAR.

     (d) Deemed Exercise.  The Committee may provide that an SAR shall be deemed
to be exercised at the close of business on the scheduled expiration date of
such SAR, if at such time the SAR by its terms is otherwise exercisable and, if
so exercised, would result in a payment to the participant.

     (e) Additional Terms and Conditions.  The Committee may, consistent with
the Plan, by way of the Award Agreement or otherwise, determine such other
terms, conditions, restrictions and/or limitations, if any, on any SAR Award,
including but not limited to determining the manner in which payment of the
appreciation in value shall be made.
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10.  RESTRICTED STOCK AWARDS

     (a) Grants.  Awards may be granted in the form of Restricted Stock Awards.
Restricted Stock Awards shall be awarded in such numbers and at such times as
the Committee shall determine.

     (b) Award Restrictions.  Restricted Stock Awards shall be subject to such
terms, conditions, restrictions, or limitations as the Committee deems
appropriate including, by way of illustration but not by way of limitation,
restrictions on transferability, requirements of continued employment or
individual performance or the financial performance of the Corporation. The
Committee may modify, or accelerate the termination of, the restrictions
applicable to a Restricted Stock Award under such circumstances as it deems
appropriate.

     (c) Rights as Shareholders.  During the period in which any restricted
shares of Common Stock are subject to the restrictions imposed under the
preceding paragraph, the Committee may, in its discretion, grant to the
Participant to whom such restricted shares have been awarded all or any of the
rights of a shareholder with respect to such shares, including, by way of
illustration but not by way of limitation, the right to vote such shares and to
receive dividends.

     (d) Evidence of Award.  Any Restricted Stock Award granted under the Plan
may be evidenced in such manner as the Committee deems appropriate, including,
without limitation, book−entry registration or issuance of a stock certificate
or certificates.

11.  PHANTOM STOCK

     (a) Grants.  Awards may be granted in the form of Phantom Stock Awards.
Phantom Stock Awards shall entitle the Participant to receive the market value
or the appreciation in value of an equivalent number of shares of Common Stock
on a settlement date determined by the Committee.

     (b) Additional Terms and Conditions.  The Committee may, consistent with
the plan, by way of Award Agreement or otherwise, determine such other terms,
conditions, restrictions or limitations, if any, on any Award of Phantom Stock.

12.  PAYMENT OF AWARDS

     Except as otherwise provided herein, Award Agreements may provide that, at
the discretion of the Committee, payment of Awards may be made in cash, Common
Stock, a combination of cash and Common Stock, or any other form of property as
the Committee shall determine. Further, the terms of Award Agreements may
provide for payment of Awards in the form of a lump sum or installments, as
determined by the Committee.

13.  DIVIDENDS AND DIVIDEND EQUIVALENTS

     If an Award is granted in the form of a Restricted Stock Award, Phantom
Stock Award or a Freestanding SAR, the Committee may choose, at the time of the
grant of the Award, to include as part of such Award an entitlement to receive
dividends or dividend equivalents, subject to such terms, conditions,
restrictions or limitations, if any, as the Committee may establish. Dividends
and dividend equivalents shall be paid in such form and manner and at such time
as the Committee shall determine. All dividends or dividend equivalents which
are not paid currently may, at the Committee's discretion, accrue interest or be
reinvested into additional shares of Common Stock.

14.  TERMINATION OF EMPLOYMENT

     The Committee shall adopt Administrative Policies determining the
entitlement of Participants who cease to be employed by either the Corporation
or Subsidiary whether because of death, disability, resignation, termination or
retirement pursuant to an established retirement plan or policy of the
Corporation or of its applicable Subsidiary.
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15.  ASSIGNMENT AND TRANSFER

     Unless the Committee otherwise determines, the rights and interests of a
Participant under the Plan may not be assigned, encumbered or transferred
except, in the event of the death of a Participant, by will or the laws of
descent and distribution.

16.  ADJUSTMENTS UPON CHANGES IN CAPITALIZATION

     In the event of any change in the outstanding shares of Common Stock by
reason of any reorganization, recapitalization, stock split, stock dividend,
combination or exchange of shares merger, consolidation or any change in the
corporate structure or shares of the Corporation, the maximum aggregate number
and class of shares as to which Awards may be granted under the Plan and the
shares issuable pursuant to then outstanding Awards shall be appropriately
adjusted by the Committee whose determination shall be final.

17.  EXTRAORDINARY DISTRIBUTIONS AND PRO−RATA REPURCHASES

     In the event the Corporation shall at any time when an Award is outstanding
make an Extraordinary Distribution (as hereinafter defined) in respect of Common
Stock or effect a Pro− Rata Repurchase of Common Stock (as hereinafter defined),
the Committee shall consider the economic impact of the Extraordinary
Distribution or Pro−Rata Repurchase on Participants and make such adjustments as
it deems equitable under the circumstances. The determination of the Committee
shall, subject to revision by the Board of Directors, be final and binding upon
all Participants.

     (a) As used herein, the term "Extraordinary Distribution" means any
dividend or other distribution of

          (x) cash, where the aggregate amount of such cash dividend or
     distribution together with the amount of all cash dividends and
     distributions made during the preceding twelve months, when combined with
     the aggregate amount of all Pro−Rata Repurchases (for this purpose,
     including only that portion of the aggregate purchase price of such
     Pro−Rata Repurchases which is in excess of the Fair Market Value of the
     Common Stock repurchased during such twelve month period), exceeds ten
     percent (10%) of the aggregate Fair Market Value of all shares of Common
     Stock outstanding on the record date for determining the shareholders
     entitled to receive such Extraordinary Distribution or

          (y) any shares of capital stock of the Corporation (other than shares
     of Common Stock), other securities of the Corporation, evidences of
     indebtedness of the Corporation or any other person or any other property
     (including shares of any Subsidiary of the Corporation), or any combination
     thereof.

     (b) As used herein "Pro−Rata Repurchase" means any purchase of shares of
Common Stock by the Corporation or any Subsidiary thereof, pursuant to any
tender offer or exchange offer subject to Section 13(e) of the Exchange Act or
any successor provision of law, or pursuant to any other offer available to
substantially all holders of Common Stock; provided, however, that no purchase
of shares of the Corporation or any Subsidiary thereof made in open market
transactions shall be deemed a Pro−Rata Repurchase.

18.  WITHHOLDING TAXES

     The Corporation or the applicable Subsidiary shall be entitled to deduct
from any payment under the Plan, regardless of the form of such payment, the
amount of all applicable income and employment tax required by law to be
withheld with respect to such payment or may require the Participant to pay to
it such tax prior to and as a condition of the making of such payment. In
accordance with any applicable Administrative Policies it establishes, the
Committee may allow a Participant to pay the amount of taxes required by law to
be withheld from an Award by withholding from any payment of Common Stock due as
a result of such Award, or by permitting the Participant to deliver to the
Corporation shares of Common Stock having a fair market value, as determined by
the Committee, equal to the amount of such required withholding taxes.

19.  NONCOMPETITION PROVISION

     Unless the Award Agreement specifies otherwise, a Participant shall forfeit
all unexercised unearned Awards if (i) in the opinion of the Committee, the
Participant, without the written consent of the Corporation,
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engages directly or indirectly in any manner or capacity as principal, agent,
partner, officer, director, employee, or otherwise, in any business or activity
competitive with the business conducted by the Corporation or any Subsidiary; or
(ii) the Participant performs any act or engages in any activity which in the
opinion of the Committee is detrimental to the best interests of the
Corporation.

20.  REGULATORY APPROVALS AND LISTINGS

     Notwithstanding anything contained in this Plan to the contrary, the
Corporation shall have no obligation to issue or deliver certificates of Common
Stock evidencing Restricted Stock Awards or any other Award payable in Common
Stock prior to (a) the obtaining of any approval from any governmental agency
which the Corporation shall, in its sole discretion, determine to be necessary
or advisable, (b) the admission of such shares to listing on the Stock Exchange,
and (c) the completion of any registration or other qualification of said shares
under any state or federal law or ruling of any governmental body which the
Corporation shall, in its sole discretion, determine to be necessary or
advisable.

21.  NO RIGHT TO CONTINUED EMPLOYMENT OR GRANTS

     Participation in the Plan shall not give any Key Employee any right to
remain in the employ of the Corporation or any Subsidiary. The Corporation or,
in the case of employment with a Subsidiary, the Subsidiary, reserves the right
to terminate the employment of any Key Employee at any time. The adoption of
this Plan shall not be deemed to give any Key Employee or any other individual
any right to be selected as a Participant, to be granted any Awards hereunder or
if granted an Award in any year, to receive Awards in any subsequent year.

22.  AMENDMENT

     The Committee may suspend or terminate the Plan at any time. In addition,
the Committee may, from time to time, amend the Plan in any manner, but may not
without shareholder approval adopt any amendment which would (a) materially
increase the benefits accruing to Participants under the Plan, (b) materially
increase the number of shares of Common Stock which may be issued under the Plan
(except as specified in Section 17), or (c) materially modify the requirements
as to eligibility for participation in the Plan.

23.  GOVERNING LAW

     The Plan shall be governed by and construed in accordance with the laws of
the State of Ohio, except as preempted by applicable Federal law.

24.  CHANGE IN CONTROL

     (a) Stock Options.  In the event of a Change in Control options not
otherwise exercisable at the time of a Change in Control shall become fully
exercisable upon such Change in Control.

     (b) Stock Appreciation Rights.  In the event of a Change in Control, Tandem
SARs not otherwise exercisable upon a Change In Control shall become exercisable
to the extent that the related Stock Option is exercisable. Freestanding SARs
not otherwise exercisable upon a Change In Control shall also become fully
exercisable upon such Change In Control.

          (i) The Corporation shall make payment to Participants with respect to
     SARs in cash in an amount equal to the appreciation in the value of the SAR
     from the base price specified in the Award Agreement to the Change In
     Control Price;

          (ii) Such cash payments to Participants shall be due and payable, and
     shall be paid by the Corporation, immediately upon the occurrence of such
     Change In Control; and

          (iii) After the payment provided for in (ii) above, Participants shall
     have no further rights under SARs outstanding at the time of such Change In
     Control.

     (c) Restricted Stock Awards.  In the event of a Change In Control, all
restrictions previously established with respect to Restricted Stock Awards will
conclusively be deemed to have been satisfied. Participants shall be entitled to
have issued to them the shares of Common Stock described in the applicable
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Award Agreements, free and clear of any restriction or restrictive legend,
except that if upon the advice of counsel to the Corporation, shares of Common
Stock cannot lawfully be issued without restriction, then the Corporation shall
make payment to Participants in cash in an amount equal to the Change In Control
Price of the Common Stock that otherwise would have been issued.

          (i) Such cash payments to Participants shall be due and payable, and
     shall be paid by the Corporation, immediately upon the occurrence of such
     Change In Control; and

          (ii) After the payment provided for in (i) above, Participants shall
     have no further rights under Restricted Stock Awards outstanding at the
     time of such Change In Control of the Corporation.

     (d) Phantom Stock.  In the event of a Change In Control,

          (i) all restrictions and conditions, if any, previously established
     with respect to Phantom Stock Awards will conclusively be deemed to have
     been satisfied and fulfilled Participants shall be entitled to receive
     Common Stock in satisfaction of their rights under Phantom Stock Awards in
     accordance with the amounts otherwise payable by the Corporation pursuant
     to the Award Agreement;

          (ii) Such Common Stock shall be issued to Participants by the
     Corporation immediately upon the occurrence of such Change In Control; and

          (iii) After the payment provided for in (ii) above, the Participants
     shall have no further rights under Phantom Stock Awards outstanding at the
     time of such change of control of the Corporation.

     (e) Directors' Stock Options.  Directors' Stock Options not otherwise
exercisable at the time of a Change In Control shall become fully exercisable
upon such Change In Control; provided, however, that options shall not become
exercisable under this provision prior to the expiration of six months from the
date of grant.

          (i) The Corporation shall make payment to Directors with respect to
     Options in cash in an amount equal to the appreciation in the value of the
     Option from the option exercise price specified in the Award Agreement to
     the Change In Control Price;

          (ii) Such cash payments to Directors shall be due and payable, and
     shall be paid by the Corporation, immediately upon the occurrence of such
     Change In Control; and

          (iii) After the payment provided for in (i) above, Participants shall
     have no further rights under Options outstanding at the time of such Change
     In Control.

     (f) Miscellaneous.  Upon a Change In Control, no action shall be taken
which would adversely affect the rights of any Participant or the operation of
the Plan with respect to any Award to which the Participant may have become
entitled hereunder on or prior to the date of he Change In Control or to which
he may become entitled as a result of such Change In Control.

25.  NO RIGHT, TITLE, OR INTEREST IN CORPORATION ASSETS

     No Participant shall have any rights as a shareholder as a result of
participation in the Plan until the date of issuance of a stock certificate in
his name except, in the case of Restricted Stock wards, to the extent such
rights are granted to the Participant under Section 10(c) hereof. To the extent
any person acquires a right to receive payments from the Corporation under this
Plan, such rights shall be no greater than the rights of an unsecured creditor
of the Corporation.

26.  PAYMENT BY SUBSIDIARIES

     Settlement of Awards to employees of Subsidiaries shall be made by and at
the expense of such Subsidiary. Except as prohibited by law, if any portion of
an Award is to be settled in shares of Common Stock, the Corporation shall sell
and transfer to the Subsidiary, and the Subsidiary shall purchase, the number of
shares necessary to settle such portion of the Award.
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Form of Non−Incentive Stock Option Agreement

                                 OM GROUP, INC.

                   1998 LONG−TERM INCENTIVE COMPENSATION PLAN
                             PARTICIPATION AGREEMENT

         THIS AGREEMENT, dated as of ____________ by and between OM GROUP, INC.
(the "Company"), and ______________ (the "Participant"), a Key Employee of the
Company, is to evidence the Non−Incentive Stock Option granted to the
Participant on _____________. Capitalized terms used herein and not otherwise
defined have the meaning ascribed to them in the 1998 Long−Term Incentive
Compensation Plan as adopted by the shareholders on May 5, 1998 (the "Plan").

                                   WITNESSETH

         That the parties hereto have agreed and do hereby agree as follows:

         Section 1. The Company hereby grants to the Participant the option of
purchasing the number of shares of Common Stock of the Company at the option
exercise price and subject to the terms and conditions hereinafter set forth.

         Section 2.  The aggregate number of shares of Common Stock purchasable
is ___________.

         Section 3.  The option exercise price is $________ per share.

         Section 4. Except as otherwise provided in Sections 5, 6, 7, 8 and 9
hereof, the option rights granted hereunder become exercisable in three (3)
equal installments on _____________ of each of the years _____, _____ and _____.

         Section 5. The option granted hereby shall become exercisable as to all
of the shares it covers upon the occurrence of any Change in Control of the
Company as defined in the Plan, provided, however, that no option shall become
exercisable prior to the expiration of six months from the date of grant.

         Section 6. To the extent not otherwise exercisable at the date of the
retirement of the Participant, the option shall become fully exercisable upon
such retirement, and the Participant may exercise the option rights set forth
herein at any time within three (3) years following such retirement (but within
the option period specified in Section 11).

         Section 7. If the Participant shall die while still employed by the
Company, the option shall become fully exercisable to the extent not otherwise
exercisable, and the person entitled by Will or the applicable laws of descent
and distribution may exercise the option rights at anytime within one (1) year
subsequent to Participant's death (but within the option period specified in
Section 11.



         Section 8. if the Participant shall die while retired from the Company,
the option shall become fully exercisable to the extent not otherwise
exercisable, and the person entitled by Will or applicable laws of descent and
distribution may exercise the option rights at anytime within one (1) year
subsequent to Participant's death (but within the option period set forth in
Section 11).

         Section 9. If the Participant's employment with the Company is
terminated due to the permanent and total disability of the Participant, the
option shall become fully exercisable to the extent not otherwise exercisable,
and the Participant may exercise the option rights at any time within the one
(1) year period following the date the Participant's employment is terminated
(but within the option period set forth in Section 11).

         Section 10. If the Participant's employment with the Company shall
terminate for any reason other than retirement, permanent and total disability,
or death, the Participant may exercise the option rights at any time within the
three−month period following such termination of employment (but within the
option period specified in Section 11) to the extent he was entitled to exercise
the same immediately prior to such termination of employment, provided, however,
that if there has been a Change in Control of the Company, and if the
Participant's employment with the Company shall have terminated after such
Change in Control and prior to the end of the six months from the date of grant
of the option granted hereby, then the option granted hereby may be exercised in
whole or in part at any time within the three−month period commencing six months
from the date of grant of the option granted hereby.

         Section 11. Notwithstanding any other provisions hereof, this option 
shall not be exercisable after _________________.

         Section 12. This option is not transferable by the Participant
otherwise than by will or by the laws of descent and distribution, and is
exercisable, during the lifetime of the Participant, only by him, his guardian
or legal representative. Upon any attempt to transfer, assign, pledge,
hypothecate, or otherwise dispose of such option or rights contrary to the
provisions of this Agreement, or upon the levy of any attachment or similar
process upon such option or rights, such option and rights shall immediately
become null and void.

         Section 13. If the Participant's exercise of this option is prevented
by the terms of subsections (a), (b) or (c) of Section 16 and the Participant's
option terminates pursuant to Section 6, 8 or 9 hereof, then the Participant
may, notwithstanding the provisions of Section 6, 8 or 9, but within the period
set forth in Section 11, exercise such option to the extent it would have been
exercisable immediately prior to its termination but for the operation of
Section 16 at any time within thirty (30) days after such Participant is
notified by the Company that such exercise is no longer prevented by Section 16
hereof.

         Section 14. In the event that at any time prior to the expiration of
this option each of the outstanding shares of Common Stock of the Company
(except shares held by dissenting stockholders) shall be changed into or
exchanged for a different number or kind of shares of stock or other securities
of the Company or of another corporation, whether through reorganization,
recapitalization, stock split−up, combination of shares, merger or
consolidation, then for all purposes of this option there shall be substituted
for each share of Common Stock purchasable hereunder the number and kind of
shares of stock or other securities into which each such share of Common Stock
of the Company shall be so changed, or for which each such share 
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shall be so exchanged, and the shares or securities so substituted for each such
share of Common Stock shall be subject to purchase at an equivalent option price
and subject to the terms and conditions hereof.

         In the event that the Company shall issue a stock dividend in Common
Stock with respect to the Common Stock of the Company, the number of shares then
purchasable hereunder shall be adjusted by adding to each such share the number
of shares which would have been distributed as a stock dividend thereon had such
share been outstanding on the record date for payment of the stock dividend, and
each such share together with said additional shares shall be purchasable at the
option price, as above provided.

         In the event that there shall be any other change in the number or kind
of outstanding shares of Common Stock or other securities of the Company, or of
any shares of stock or other securities into which such shares of Common Stock
shall have been changed or for which they shall have been exchanged, or the
Company shall make an Extraordinary Distribution or a Prorata Repurchase, then
the Compensation Committee shall make such adjustment in the number or kind of
shares of stock or other securities covered by this option and in the number or
kind of shares of stock or other securities subject to purchase at the option
price, as above provided, and/or such adjustment in the option exercise price to
reflect the effect of such Extraordinary Distribution or Prorata Repurchase as
the Compensation Committee, in its sole discretion may determine is equitably
required by such change, and such adjustment so made shall be effective and
binding for all purposes of this option.

         Anything to the contrary herein contained notwithstanding, the
Participant shall not be entitled to purchase a fraction of a share under this
option.

         Section 15. If the Company shall liquidate or dissolve, or shall be a
party to a merger or consolidation with respect to which the Company shall not
be the surviving corporation, the Company shall give written notice thereof to
the Participant at least thirty days prior thereto. The Participant shall have
the right within said thirty−day period (but within the period specified in
Section 11) to exercise this option to the extent such Participant was entitled
to exercise the option on the date of the notice, provided, however, that if the
Participant is employed by the Company on the date of the notice, then
notwithstanding the provisions of Section 4 hereof, the Participant shall have
the right to exercise the option in full to the extent not previously exercised.
To the extent that this option shall not have been exercised on or prior to the
effective date of such liquidation, dissolution, merger or consolidation, then
notwithstanding the provisions of Sections 6, 7, 8 or 9 hereof, it shall
terminate on said date, unless it is assumed by another corporation within the
meaning of Section 425(a) of the Internal Revenue Code of 1986, as amended.

         Section 16. Subject to the terms and conditions hereof, the option may
be exercised by delivering to the Secretary of the Company at the Company's
principal place of business a written notice, signed by the person entitled to
exercise the option, of the election to exercise the option and stating the
number of shares to be purchased. Such notice shall, as an essential part
hereof, be accompanied by the payment of the full option exercise price of the
shares then to be purchased. Payment of the full option exercise price may be
made, at the election of the Participant, in (a) cash, (b) Common Stock of the
Company, or (c) any combination of the foregoing. Shares of Common Stock used in
payment of the purchase price shall be valued at 
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their closing price on the NYSE Stock Market on the trading day immediately
preceding the date of exercise. Upon the proper exercise of this option, the
Company shall issue in the name of the person exercising the option, and deliver
to him, a certificate or certificates for the shares purchased, provided that if
any applicable law or regulation requires the Company to take any action with
respect to the shares specified in such notice before the issuance thereof, the
date of delivery of such shares shall be extended for the period necessary to
take such action. The Participant agrees that as holder of the option he shall
have no rights as a stockholder or otherwise in respect of any of the option
shares until the option is effectively exercised as herein provided. The
Participant agrees to pay in cash, within the time period specified by the
Company, the amount (if any) required to be withheld for federal, state or local
tax purposes on account of the exercise of the option or to make such
arrangements to satisfy such withholding requirements as the Company deems
appropriate.

         Section 17. This option shall not be exercisable if such exercise would
violate:

         (a)     Any applicable state securities law;

         (b)     Any applicable registration or other requirements under the
                 Securities Act of 1933, as amended, the Securities Exchange Act
                 of 1934, as amended, or applicable listing requirements of any
                 stock exchange; or

         (c)     Any applicable legal requirement of any other governmental 
                 authority.

         The Company agrees to make reasonable efforts to comply with the
foregoing laws and requirements so as to permit the exercise of this option.
Furthermore, if a Registration Statement with respect to the shares to be issued
upon the exercise of this option is not in effect or if counsel for the Company
deems it necessary or desirable in order to avoid possible violation of the
Securities Act of 1933, as amended (the "Act"), the Company may require, as a
condition to its issuance and delivery of certificates for the shares, the
delivery to the Company of a commitment in writing by the person exercising the
option that at the time of such exercise it is his intention to acquire such
shares for his own account for investment only and not with a view to, or for
resale in connection with, the distribution thereof; that such person
understands the shares may be "restricted securities" as defined in Rule 144 of
the Securities and Exchange Commission; and that any resale, transfer or other
disposition of said shares will be accomplished only in compliance with Rule
144, the Act, or the other rules and regulations thereunder. The Company may
place on the certificates evidencing such shares an appropriate legend
reflecting the aforesaid commitment and the Company may refuse to permit
transfer of such certificates until it has been furnished evidence satisfactory
to it that no violation of the Act or the Rules and Regulations thereunder would
be involved in such transfer.

         Section 18. This Agreement is subject to the terms of the Plan. If
there is any inconsistency between this Agreement and the Plan, the Plan shall
govern. References herein to the Company shall include all Subsidiaries of the
Company.
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         IN WITNESS WHEREOF, the parties hereto have executed this Agreement in
duplicate as of the day and year first above written.

                                                   OM GROUP, INC.

By:                                         By:                              
   −−−−−−−−−−−−−−−−−−−−−−−−−−−−                −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

Title:                                      Title:                           
      −−−−−−−−−−−−−−−−−−−−−−−−−                   −−−−−−−−−−−−−−−−−−−−−−−−−−−
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                                                                   EXHIBIT 10.23

                              SEPARATION AGREEMENT

      This Separation Benefits Agreement for Edward W. Kissel ("Kissel") with
partial release and waiver of claims ("Agreement") is made by and between Kissel
and OM Group, Inc., a Delaware corporation with its principal place of business
located in Cleveland, Ohio ("OMG") effective upon the terms and conditions as
set forth herein. In consideration for the payments, by OMG to Kissel as set
forth herein, and in further consideration of the mutual promises, obligations,
releases and covenants as set forth below, the sufficiency of which are all
acknowledged, the parties agree as follows:

      1.    CASH PAYMENT OBLIGATIONS

            1.1   Periodic Payments. Kissel and OMG acknowledge that OMG
            terminated Kissel's employment effective December 12, 2002. OMG
            agrees to continue Kissel's compensation at the rate of Seven
            Hundred Fifty Thousand and 00/100 Dollars ($750,000.00) per annum
            through May, 2004. This compensation shall be paid, withheld and
            reported in the same manner as was in effect immediately prior to
            the effective date of the termination of Kissel's employment.

            1.2   Lump Sum Payments.

                  A.    It is agreed that within ten (10) days of the Effective
                        Date of this Agreement (as hereinafter defined in
                        Section 8), OMG will pay Kissel the sum of Five Hundred
                        Forty Thousand Six Hundred Twenty−Five and 00/100
                        Dollars ($540,625.00). This lump sum payment will be
                        paid and reported as non−employee compensation on IRS
                        Form 1099, in consideration of this Agreement.

                  B.    It is agreed that on March 1, 2004, OMG will pay Kissel
                        the sum of Five Hundred Sixty−Two Thousand Five Hundred
                        and 00/100 Dollars ($562,500.00). This lump sum payment
                        will be paid and reported as non−employee compensation
                        on IRS Form 1099, in consideration of this Agreement.

                  C.    It is agreed that on June 1, 2004, OMG will pay Kissel
                        the sum of Two Hundred Thirty−Four Thousand Three
                        Hundred Seventy−Five and 00/100 Dollars ($234,375.00).
                        This lump sum payment will be paid and reported as
                        non−employee compensation on IRS Form 1099, in
                        consideration of this Agreement.



            1.3   Non−Qualified Retirement Plan. It is agreed that the balance
            maintained by OMG for Kissel's benefit in the OMG Benefit
            Restoration Plan of January 1, 1995, as amended from time to time as
            provided therein ("Plan") as of January 1, 2003 totalled Three
            Hundred Seven Thousand Seven Hundred Sixty−One and 00/100 Dollars
            ($307,761.00) (the "Plan Balance"). The Plan Balance is irrevocably
            vested for Kissel's benefit and shall continue to accumulate
            Interest in accordance with the terms and conditions of the Plan.
            Kissel's Plan Balance is non−forfeitable and shall be credited with
            interest earnings consistent with the crediting rate applied to all
            other Plan participants. Kissel shall receive benefits from the Plan
            in accordance with its terms which generally provide for payments
            over fifteen (15) years beginning at age sixty−five (65). Kissel's
            current beneficiary under the Plan is the Leslie S. Kissel Trust
            created under date of February 11, 1994, Leslie S. Kissel, Trustee.
            Kissel's beneficiary designation may be changed in accordance with
            the terms of the Plan.

            1.4   Qualified Retirement Plan. It is agreed that Kissel's account
            balance under in the OMG 401(k) Profit Sharing Plan ("Retirement
            Plan") is fully vested. Nothing contained in this Agreement shall
            diminish, restrict or limit Kissel's rights as a vested beneficiary
            under the Retirement Plan. To the extent allowable by the terms of
            the Retirement Plan, Kissel has the right but not the duty to make
            further contributions to the Retirement Plan which shall be fully
            vested as of the date(s) of contribution. Further, to the extent
            allowable by the terms of the Retirement Plan, Kissel shall have the
            right but not the obligation to roll−over his balance in the
            Retirement Plan.

            1.5   Other Obligations. Through May, 2004, Kissel will continue to
            receive coverage under OMG's medical insurance program, group life,
            group disability and ADD in accordance with the coverages offered to
            current OMG executives, in a non−discriminatory manner and at no
            cost (i.e. tax neutral, except for group life insurance in excess of
            Fifty Thousand and 00/100 Dollars ($50,000.00)) to Kissel. Kissel
            may elect COBRA coverage beginning June 1, 2004 which coverage will
            be available to Kissel from OMG through December, 2006 at a cost to
            Kissel equal to the standard monthly payment computed and applied by
            OMG in a non−discriminatory basis for all other COBRA eligible
            employees.

            Kissel shall continue to have unlimited access to his OMG−provided
            automobile, and OMG shall reimburse Kissel monthly for all
            reasonable operating costs associated with said automobile and for
            Kissel's monthly membership dues for his club memberships at Portage
            Country Club and Sharon Country Club. Monthly expense statements
            shall be submitted to Paul Schultz or his replacement or designee as
            the Director of Human Resources at OMG who will process and arrange
            for payment of properly submitted expense statements within thirty
            (30) days of receipt Not later than January 15, 2003 and January 15,
            2004, respectively, Kissel shall
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            provide OMG with a written itemization of the allocation between
            personal use and business use for his OMG−provided car. The portion
            of the automobile use assigned to business use will not be included
            in Kissel's W−2 tax form. Aside from COBRA benefits, all
            OMG−provided fringe benefits shall terminate without further notice
            on May 31, 2004. Kissel shall return his OMG car to OMG on or before
            May 31, 2004 in the condition required by the operating lease for
            this automobile.

            1.6   Litigation Support. Kissel agrees to cooperate in the defense
            of any complaints filed against OMG and others ("Litigation
            Matters") by providing advice, consultation, deposition and
            courtroom testimony as reasonably requested in furtherance of OMG's
            interest and in defense of the litigation. OMG agrees to provide
            status reports to Kissel, no less often than quarterly, on the
            progress of all Litigation Matters which involve Kissel in any way,
            either as a party or as a witness. With respect to any Litigation
            Matter, subsequent to May 31, 2004, Kissel shall be compensated at
            the rate of Two Thousand Five Hundred and 00/100 Dollars ($2,500.00)
            per day for litigation services rendered to OMG whether at the prior
            request for such assistance from OMG's general counsel or outside
            counsel or by deposition notice or by subpoena. Should Kissel be
            required to testify in any Litigation Matter, upon request of Kissel
            or Kissel's attorney(s), OMG shall make all relevant files available
            to Kissel for his review and the review of his attorney(s) prior to
            the deposition date, subject to limitation on any proper assertion
            of attorney−client privilege. Until the existing litigation filed
            against OMG and others is dismissed and Kissel is informed of that
            fact by legal counsel for OMG, Kissel shall not destroy any records
            concerning OMG or Kissel's work for and on behalf of OMG since such
            records may be discoverable and are the subject of a court order
            requiring all such potential evidence to be preserved and protected
            from destruction. 

            1.7   Attorneys Fees. Within ten (10) days of the Effective Date of
            this Agreement (as hereinafter defined in Section 8), OMG shall
            directly pay or reimburse Kissel for legal expenses reasonably
            incurred by Kissel in pursuing his contractual rights with OMG up to
            a maximum of $61,616.26. OMG agrees to deliver to Kissel a check in
            the amount of $11,325 made payable to Kahn Kleinman and a second
            check in the amount of $50,291.26 made payable to John S.
            Steinhauer, which two payments, after endorsement, negotiation and
            acceptance by the bank, shall constitute full payment by OMG of any
            attorneys fee obligation owing to Kissel through the Effective Date
            of this Agreement.

      2.    RELEASES

            2.1   Partial Release by Kissel. In consideration of the payments
            set forth above, and in further consideration of the additional
            mutual promises and obligations set forth in this document, the
            sufficiency of which is
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            hereby acknowledged, Kissel on behalf of himself, his heirs,
            administrators, executors and assigns, agrees to waive, release and
            promise never to assert any claim, charge, action, cause of action,
            controversy, lawsuit, demand or petition (hereinafter, "claim" or
            "claims") that he has or might have, based upon any occurrence on or
            before the effective date of this Agreement, against OMG, OMG
            Americas, Inc., SCM Metal Products, Inc., Kokkola Chemicals OY,
            Vasset S.A., OMG Thailand Co., Ltd., MPI Nichel PTY, Ltd., OMG Cawse
            Pty., Ltd. and their predecessors, parent corporations,
            subsidiaries, affiliates, related entities, officers, directors,
            shareholders, agents, employees, successors or assigns (hereinafter
            collectively "the Company"), arising from or related to his
            employment and/or the termination of his employment.

                  These claims include, but are not limited to: any and all
            claims, causes of action, suits, claims for attorneys' fees, damages
            or demand; all claims of discrimination, on any basis, including
            without limitation, claims of race, sex, age, ancestry, national
            origin, religion and/or disability discrimination; any and all
            claims arising under federal, state and/or local statutory, or
            common law, such as, but not limited to, Title VII of the Civil
            Rights Act, as amended, including the amendments to the Civil Rights
            Act of 1991, the Americans with Disabilities Act, the Age
            Discrimination in Employment Act of 1957, the Older Workers Benefit
            Protection Act, any State laws against discrimination; any and all
            claims arising under any other state and/or local
            anti−discriminations statute and the law of contract and tort; and
            any and all claims, demands and cause of action, including, but not
            limited to, breach of public policy, unjust discharge, wrongful
            discharge, intentional or negligent infliction of emotional
            distress, misrepresentation, negligence or breach of contract.
            Kissel further agrees to waive, release, and promises never to
            assert any such claims, even if he presently believes he has no such
            claims. Provided, however, that the terms of this section 2.1 are
            limited as provided in section 2.3, below.

            2.2   Release by OMG. In consideration of the partial release set
            forth above, and in further consideration of the additional mutual
            promises and obligations set forth in this document, the sufficiency
            of which is hereby acknowledged, OMG, on behalf of itself, OMG
            Americas. Inc., SCM Metal Products, Inc., Kokkola Chemicals OY,
            Vasset S.A., OMG Thailand Co., Ltd., MPI Nichel PTY, Ltd., OMG Cawse
            Pty., Ltd. and their predecessors, parent corporations,
            subsidiaries, affiliates, related entities, officers, directors,
            shareholders, agents and employees, successors or assigns
            (hereinafter collectively "the Company"), agrees and hereby does
            waive, release and promises never to assert any claim, charge,
            action, cause of action, controversy, lawsuit, demand or petition
            (hereinafter, "claim" or "claims") that the Company has or might
            have, based upon any occurrence on or before the Effective Date of
            this Agreement, against Kissel, his heirs, administrators,
            executors, agents and assigns, arising
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            from or related to Kissel's employment (including but not limited to
            his service as an employee, officer and/or director) and/or the
            termination of his employment and other relationships with OMG.

            Notwithstanding anything contained herein or implied to the
            contrary, nothing in this Agreement is intended to impair, waive,
            discharge or release any claims (pending or threatened, in whole or
            in part) by any third parties to this Agreement, even if brought in
            the name of OMG or the Company. More particularly, the terms and
            conditions of this Agreement shall in no manner affect the rights of
            existing or future plaintiffs who are third parties to this
            Agreement to proceed with shareholder, derivative or other
            securities litigation subject to Kissel's rights and privileges as
            set forth in Section 2.3 hereinafter and elsewhere.

            2.3   Preservation of Indemnity Agreement and D&Q Insurance.
            Notwithstanding the other provisions of this Agreement (particularly
            sections 2.1 and 4), it is the express intent of the parties hereto
            to preserve all of Kissel's rights under the Indemnity Agreement
            dated November 15, 2002 ("Indemnity Agreement"), a copy of which is
            attached hereto as Exhibit A and which is incorporated herein by
            reference as if fully set forth. More specifically, notwithstanding
            any provision in this Agreement that may be to the contrary, the
            parties acknowledge and agree that Kissel shall retain all rights
            available to him under the Indemnity Agreement and under any other
            agreement or document that provides Kissel with Indemnity or
            insurance rights for his actions as an employee, officer and/or
            director. Finally, OMG shall maintain D&O insurance with coverage
            periods covering Kissel's services to OMG, with any extended
            reporting periods necessary to provide ongoing coverage to Kissel
            for claims that may properly be made under the relevant statutes of
            limitation. Nothing in this Agreement shall constitute any waiver or
            impairment of any coverage that Kissel may have under D&O or other
            insurance procured by the Company,

      3.    WAIVER OF CLAIMS

      Kissel agrees not to initiate or pursue any claim against the Company with
any local, state or federal agency or court for the purpose of recovering
damages on his behalf for any claims of any type he may have against the Company
based on any act or event occurring on or before the Effective Date of this
Agreement, including claims based on future effect of any past acts. Kissel
represents that he has not filed or initiated any such complaint or charge
against the Company, and acknowledges that the Company is relying on such
representation in entering into this Agreement. The parties understand that the
claims being released do not include rights or claims which may arise out of
acts occurring after the Effective Date of this Agreement which do not in any
way relate to the facts and circumstances of this Agreement or Kissel's
employment relationship with the Company, or which by law and/or interpretation
of law cannot be waived. Each party also
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acknowledges that this provision does not preclude either party from instituting
an action to enforce the terms of this Agreement, including any action to
enforce the Company's obligations under section 2.3 of this Agreement and/or the
Indemnity Agreement.

      4.    CONTINUING AND SURVIVOR PAYMENT OBLIGATIONS

      The parties agree and acknowledge that the payment obligations set forth
in this Agreement survive Kissel. In the event Kissel should die prior to the
time all of the payment obligations set forth in this Agreement have been made
in full, the payment obligations continue and shall be paid first to the Leslie
S. Kissel Trust created under date of February 11, 1994, Leslie S. Kissel,
Trustee or if that designation of beneficiary is revoked, then in any subsequent
designation provided by Kissel to OMG in writing prior to his death or upon his
failure to do so, pursuant to any last will and testament Kissel has in effect
at the time of his death (properly admitted to probate), and if none, to
Kissel's estate.

      5.    COMPANY PROPERTY

      On the Effective Date of this Agreement, Mr. Kissel will acquire free and
clear title to his Palm Pilot and facsimile machine provided by OMG as his
personal property. Mr. Kissel represents that he has returned to OMG any and all
other OMG−owned property and does not have in his possession any OMG property
other than that specifically designated herein. Kissel shall return to OMG the
IBM laptop computer provided to him for use as an OMG employee. Kissel warrants
and represents that the memory system on the IBM laptop computer has not been
modified, altered or damaged in any way and that all files on the computer as of
December 12, 2002 relating to OMG remain accessible and retrievable.

      6.    CONFIDENTIALITY AND NON−DISPARAGEMENT PROVISION

      The parties each agree not to disclose or divulge the terms of this
Agreement except as may be necessary to effectuate the terms of the Agreement or
may otherwise be required by subpoena, court order or law. Except for OMG's
contemplated future disclosure in accordance with SEC Rules, if either party
receives notice that it otherwise will be or might be legally required to
produce this Agreement, that party will immediately notify the other party in
writing. Nothing in this Agreement precludes either party from disclosing the
terms of the Agreement to his/its attorneys, tax preparers or other such
professional who has a need for such information as part of their professional
responsibilities to the party, or precludes Kissel from disclosing such terms to
his immediate family.

      The parties each agree not to disparage the other to the media or in any
other public forum.
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      7.    FUTURE EMPLOYMENT

      OMG has no obligation to consider Kissel for future employment at any time
after the effective date of this Agreement, nor does Kissel have any obligation
to accept any such offered employment, but the parties are free to mutually
agree to an employment, consulting or other business arrangement.

      8.    CONSIDERATION PERIOD

      Kissel acknowledges that he has up to twenty−one (21) calendar days to
accept this Agreement. Kissel waives any right he may have to additional time
beyond this consideration period within which to consider this Agreement. He
further understands that he does not have to wait the entire twenty−one (21) day
period but may sign this Agreement at any time during the period. Prior to
signing, Kissel was advised to consult with and did consult with attorneys of
his own choosing to discuss all aspects of the Agreement. Kissel understands
that during the seven (7) day period following his signature on this Agreement
he may revoke the Agreement, provided that such revocation is in writing, and
this Agreement will not become effective or enforceable until the seven (7) day
revocation period has expired without his exercise of the right to revoke
("Effective Date"). The parties agree that any agreed changes to this Agreement,
whether material or immaterial, will not restart the running of the twenty−one
(21) day review period. Kissel acknowledges that he will not receive any of the
settlement benefits or consideration provided in section 1 hereof until the
seven (7) day revocation period has expired without revocation by Kissel.

      9.    RESIGNATION

      On or before the Effective Date of this Agreement, Kissel shall submit his
resignation to OMG in the form of the annexed Exhibit B.

      10.   ENTIRE AGREEMENT

      This document, with its attached exhibits, contains the entire agreement
between the parties regarding the separation of Kissel's employment from OMG and
supersedes all previous agreements and understandings, oral or written,
regarding Kissel's employment and termination of or separation from employment
including but not limited to that certain Employment Agreement dated as of June
1, 1999 between OMG and Kissel. Notwithstanding, Kissel remains subject to all
confidentiality provisions of his Employment Agreement and the provisions of law
restricting disclosure of confidential, proprietary and/or trade secret
Information. This Agreement is binding upon the parties and their heirs,
successors and assigns.

      11.   CONSULTATION WITH ADVISORS

      Each party acknowledges that it has had full opportunity to consult with
such legal and financial advisors as it has deemed necessary or advisable in
connection with
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Its decision knowingly to enter into this Agreement. Neither party has executed
this Agreement in reliance on any representations, warranties, or statements
made by the other party hereto other than those expressly set forth herein.

      12.   COUNTERPARTS

      This Agreement may be executed in several counterparts, all of which shall
be deemed to constitute one and the same instrument and shall become effective
when one or more counterparts have been signed by each of the parties and
delivered to the other party, it being understood that both parties need not
sign the same counterpart. Facsimile signatures shall be considered as valid
and binding as original signatures for all purposes under this Agreement.

      13.   NEGOTIATIONS

      This Agreement and the language in all parts herein shall in all cases be
construed as a whole, according to their fair meaning, and no presumption shall
be inferred or implied that the terms hereof be more strictly construed against
one party as opposed to another by reason of the rule of construction in which a
document is to be construed more strictly against the party who has prepared the
same, it being agreed and acknowledged that the parties and their
representatives have participated in the drafting and negotiation of this
Agreement.

      14.   SEVERABILITY

      If any term or other provision of this Agreement is invalid, illegal or
incapable of being enforced by any law or public policy, all other terms and
provisions of this Agreement shall nevertheless remain in full force and effect
so long as the economic or legal substance of the transactions contemplated
hereby is not affected in any manner materially adverse to any party. Upon such
determination that any term or other provision is invalid, illegal or incapable
of being enforced, the parties hereto shall negotiate in good faith to modify
this Agreement so as to effect the original intent of the parties as closely as
possible in an acceptable manner in order that the transactions contemplated
hereby are consummated as originally contemplated to the greatest extent
possible.

      15.   APPLICABLE LAW

      This Agreement will be governed by the laws of the State of Ohio.

      16.   AUTHORITY TO EXECUTE

      OMG warrants that the individual who executes this Agreement on its behalf
and on behalf of all the entities referred to collectively as "the Company" has
the authority to do so and has received any necessary approval of the Board of
Directors.
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      IN WITNESS WHEREOF, OMG has executed this Agreement as its free act and
deed, on behalf of itself and all the entities referred to collectively as "the
Company" this 2nd day of July, 2003.

OM Group, Inc.

By: /s/ Michael J. Scott
    −−−−−−−−−−−−−−−−−−−−−−−
    Michael J. Scott
    Vice President, Secretary, General Counsel
    On behalf of OM Group, Inc.
    and on behalf of all entities referred to
    collectively as "the Company"

Agreed and accepted by Edward W. Kissel, this 27th day of June, 2003.

                                       /s/ Edward W. Kissel
                                       −−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                       Edward W. Kissel
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                                                                   EXHIBIT 10.32

                                    AGREEMENT
                                 BY AND BETWEEN
                       OM GROUP, INC. AND MICHAEL J. SCOTT

      This Agreement is hereby entered into this 11th day of September, 2003, by
and between OM Group, Inc. ("OMG") and Michael J. Scott (the "Executive").

                                   WITNESSETH:

      WHEREAS, OMG and the Executive entered into a certain Employment Agreement
dated January 1, 1993 (the "01/01/93 Agreement") regarding the employment of the
Executive by OMG as its General Counsel and Secretary; and

      WHEREAS, OMG desires to terminate the employment of the Executive; and

      WHEREAS, OMG and the Executive wish to set forth the severance payments
and benefits to which the Executive shall be entitled;

      NOW, THEREFORE, in consideration of the mutual promises contained in this
Agreement, OMG and the Executive hereby agree as hereinafter set forth:

      1. 01/01/93 AGREEMENT. OMG and the Executive agree that this Agreement
with its attached Exhibits sets forth the entire agreement between OMG and the
Executive regarding the termination of the Executive's employment with OMG and
supersedes all previous agreements and understandings, written or oral,
regarding the Executive's employment and termination of employment, including,
but not limited to the 01/01/93 Agreement. Notwithstanding the foregoing, the
Executive shall remain subject to all confidentiality provisions of the 01/01/93
Agreement and the provisions of law restricting disclosure of confidential,
proprietary, and trade secret information.

      2. TERMINATION OF EMPLOYMENT. The employment of the Executive with OMG
shall terminate as of August 5, 2003 (the "Termination Date").

      3. CONFIDENTIALITY. OMG and the Executive agree that they shall keep the
terms and conditions of this Agreement confidential, except as otherwise
required by law or by order of a court; provided, however, that the Executive
and OMG agree that the Executive may reveal the terms and conditions of this
Agreement with his spouse, attorneys, accountants and tax advisors and to the
extent that the Executive discusses or reveals the terms or conditions of this
Agreement to any of the aforementioned persons or entities, he shall instruct
such persons or entities that the terms and conditions of this Agreement are
confidential, and he shall obtain their agreement to keep such information
confidential. OMG and the Executive also agree that it may be necessary for OMG
to disclose the terms and conditions of this Agreement to certain executive
officers and members of the Board of Directors. OMG agrees that to the extent
the terms and conditions of this Agreement are revealed to such individuals, OMG
shall advise them



that such terms and conditions are confidential and should not be discussed with
or revealed to any other person except on a need−to−know basis.

      4. SEPARATION PAYMENTS; VACATION. Following the Effective Date (as defined
in Section 17(vii)), OMG shall pay the Executive the following amounts:

            (i)   Pay for his accrued but unused 2003 vacation days;

            (ii)  Separation pay at the annual rate of $380,000 payable in
                  accordance with normal OMG payroll practices until December
                  31, 2004;

            (iii) A single sum payment of $133,000 on September 30, 2003; and

            (iv)  Two single sum payments on December 31, 2003 and December 31,
                  2004, respectively, which shall be based upon the financial
                  performance of OMG for the year in which such payment is made
                  and which shall not be less than $95,000 nor greater than
                  $190,000.

Such payments shall reflect required local, state and federal tax withholding
and any applicable deductions for welfare benefits under Section 5 of this
Agreement.

      5. GROUP HEALTHCARE AND LIFE INSURANCE BENEFITS. On and after the
Effective Date, the Executive and his dependents shall participate in the group
healthcare plan (including medical, dental, vision and prescription drug
programs) as well as the group life insurance plan maintained by OMG for its
executive officers on the same terms as such officers participate; provided,
however, that such life insurance plan participation shall terminate as of
December 31, 2004, and such healthcare plan participation shall continue until
the Executive's attainment of age 65 (at which time the OMG healthcare plan
shall become the secondary payor to Medicare) or such plan is terminated. It is
expressly understood that the provisions of this Section 5 shall not prohibit
OMG from changing or terminating its group healthcare plan or its life insurance
plan in any respect in the future.

      6. PROFESSIONAL DUES AND EXPENSES. OMG agrees to pay the professional dues
with respect to the bar associations of which the Executive is a member on the
Termination Date and the Supreme Court of Ohio registration fees of the
Executive for the time period beginning on the Effective Date and ending on
December 31, 2004.

      7. AUTOMOBILE. The Executive shall have the use of the leased 2002 BMW
540i automobile currently provided to him under the OMG Company Car Program
through December 31, 2004. OMG shall pay the operating and maintenance costs
associated with such automobile until such date pursuant to the terms of the OMG
Company Car Program in effect. On or before December 31, 2004, the Executive
shall have the option to purchase such automobile pursuant to the terms of the
lease agreement applicable to the sale of such automobile on the date that the
Executive exercises and effects such option.

      8. OTHER BENEFITS. As of the Effective Date, OMG shall reimburse the
Executive for the monthly dues and any capital assessments that are payable
after the Effective Date through December 31, 2004 with respect to his
memberships in the Cleveland Athletic Club and The Country Club. As of the
Effective Date, OMG shall cause the OM Group, Inc. Benefit
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Restoration Plan (the "BRP") to be amended to provide that: (i) the Executive's
Capital Accumulation Account under the BRP, which as of December 31, 2002
equaled $170,595.00, shall be credited under the terms of the BRP with
additional credits for 2003 and 2004 based upon the amounts payable to the
Executive pursuant to the provisions of Section 4(i), (ii) and (iv) of this
Agreement, provided that contributions are made by OMG to the BRP or the OMG
Profit−Sharing and Retirement Savings Plan for such years; (ii) the Executive's
Capital Accumulation Account under the BRP shall be credited with Earnings (as
defined in the BRP) which shall be at the rate or rates applicable to all other
BRP participants; (iii) as of the Effective Date, the Executive shall be fully
and irrevocably vested in his Capital Accumulation Account under the BRP; (iv)
except as otherwise specifically provided, the Executive's Capital Accumulation
Account under the BRP shall be payable to the Executive pursuant to the terms of
the BRP, including any terms relating to discretionary payments; and (v) in the
event of a Change of Control (as defined in Exhibit B attached hereto), the
Executive's Capital Accumulation Account under the BRP shall become payable to
him pursuant to the terms of the BRP. In the event of the Executive's death
prior to the payment of the entire balance of his Capital Accumulation Account,
his designated beneficiary shall receive any remaining balance thereof in
accordance with the provisions of the BRP. As of January 1, 2005, OMG shall
assign the following life insurance policies to the Executive: Massachusetts
Mutual Life Insurance Company Policies 004292832, 004726055, 004906480,
006047887, 006089724, and 006130894 and Minnesota Life Insurance Company Policy
0050131. Prior to such date, the Executive and OMG shall continue to pay all
premiums on such policies pursuant to the premium allocation currently in
effect.

      9. OUTPLACEMENT SERVICES. OMG shall provide the Executive with the
outplacement services of Lee Hecht Hanson for a 12−month period after the
Effective Date to assist him in developing his resume and to counsel him with
respect to a job search for new employment.

      10. RELEASE. In order to receive any payments or benefits under this
Agreement, the Executive must execute a release in the form attached hereto as
Exhibit A (the "Release").

      11. CONSULTATION. The Executive agrees that it may be necessary from time
to time for him to provide information to OMG regarding matters relevant to OMG,
including, but not limited to, matters pending at the time of the Effective
Date. The Executive agrees to use reasonable efforts for at least the 12 months
following his termination to provide OMG with such information.

      12. NON−DISPARAGEMENT. The Executive agrees that he shall not disparage
OMG or any affiliate thereof, its products, services and business practices, or
its current or former owners, directors, officers, employees and agents at any
time or in any manner in the future. In addition, the Executive agrees that he
shall not cooperate, aid or assist any person in preparing claims against OMG.

      13. FUTURE EMPLOYMENT. The Executive shall be under no constraint or
restriction with respect to future employment or business enterprises,
regardless of whether such business is one in which OMG is actively engaged.
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      14. REPRESENTATIONS OF EXECUTIVE. The Executive represents and warrants
that he has returned all property of OMG and its affiliates in his possession,
including, but not limited to, keys, credit cards, computer, computer software
and any Confidential Information and does not possess any copies thereof. As
used herein, the term "Confidential Information" shall mean any information
regarding OMG and/or its affiliates which is not generally made publicly
available by OMG or its affiliates, including but not limited to any
specification or other technical information, processing information, financial
information, customer information, and general business information in any form,
including electronic or optical data storage and retrieval mechanisms, whether
or not marked or designated as "Confidential", "Proprietary" or the like, and
regardless of whether any such information is protected by any applicable law.

      15. BENEFICIARY. In the event that the Executive dies prior to receiving
all amounts payable to him under this Agreement, any such unpaid amounts shall
be paid to one or more beneficiaries designated by the Executive in writing to
OMG during his lifetime (a "Beneficiary"), or if no such Beneficiary is so
designated or survives, such amounts shall be paid to the Executive's estate.
Such payments shall be made in a lump sum to the Executive's Beneficiary;
provided, however, that payments from the BRP and the OMG Profit−Sharing and
Retirement Savings Plan shall be made pursuant to the terms thereof. The
Executive, without the consent of any prior Beneficiary, may change his
designation of Beneficiary or Beneficiaries at any time or from time to time by
submitting a new designation in writing to OMG.

      16. REPAYMENT OF BENEFITS. In the event that the Executive revokes the
Release upon which payments and benefits under this Agreement are conditioned as
set forth in Section 10 or violates the terms of this Agreement, the Executive
shall repay OMG immediately any payments that he received under this Agreement
and he shall no longer be eligible for any payments under Section 4 and any
benefits under Sections 5, 6, 7, 8, or 9.

      17. ACKNOWLEDGMENTS. The Executive acknowledges and agrees that:

            (i)   The only payments, benefits and other consideration for the
                  Executive entering into this Agreement are described in this
                  Agreement.

            (ii)  In exchange for executing this Agreement, the Executive is
                  being provided consideration for which he would not otherwise
                  be entitled.

            (iii) No other representations, promises or agreements of any kind
                  have been made by any person or entity to induce the Executive
                  to execute this Agreement.

            (iv)  The Executive has been given at least 21 days to consider the
                  effect of this Agreement, including the release set forth on
                  Exhibit A, prior to executing this Agreement.

            (v)   The Executive has been encouraged and advised by OMG to
                  discuss the terms of this Agreement and the effect of signing
                  this Agreement with the legal counselor of his choice.

            (vi)  The Executive is satisfied that he understands the Agreement
                  and that he intends to be bound by it.
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            (vii) The Executive understands that this Agreement may be revoked
                  by him during the 7−day period beginning immediately after
                  executing this Agreement by giving written notice of
                  revocation to OMG; that this Agreement shall not be effective
                  or enforceable until such 7−day period has expired; and that
                  if he revokes this Agreement within such 7−day period, the
                  Agreement shall be ineffective and of no legal force. If no
                  revocation has been received by the end of such 7−day period,
                  the Executive understands and agrees that the "Effective Date"
                  of this Agreement shall be the eighth day after the Executive
                  executes this Agreement.

            (viii) The Executive agrees that, notwithstanding anything to the
                  contrary in this Agreement, no part of this Agreement shall be
                  effective or enforceable and no payment thereunder shall be
                  made until after the Effective Date.

      18. NOTICES. All notices, requests, demands and other communications
required or given under this Agreement shall be made in writing by a party to
the other party to the addresses set forth below or such other address a party
shall have specified to the other party.

            NOTICES TO EXECUTIVE:

                     Michael J. Scott
                     4625 Greenwold Road
                     South Euclid, Ohio 44122

            NOTICES TO OMG:

                     James P. Mooney
                     Chairman and Chief Executive Officer
                     OM Group, Inc.
                     1500 Key Tower
                     127 Public Square
                     Cleveland, Ohio 44114

            WITH A COPY TO:

                     Carolyn J. Buller, Esq.
                     Squire, Sanders & Dempsey LLP
                     4900 Key Tower
                     127 Public Square
                     Cleveland, Ohio 44114

      19. SEVERABILITY. The Executive agrees that if any provision of this
Agreement is adjudicated to be invalid or unenforceable, or if compliance with
any provision of this Agreement is restrained pending a final determination as
to its legality, such deletion or restraint shall apply only to the operation of
the provision or provisions deemed invalid, unenforceable, or
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restrained, and to the extent any provision of the Agreement is deemed invalid,
unenforceable, or restrained, the remaining provisions shall be valid and
enforceable to the fullest extent possible.

      20. BREACH. The Executive agrees that in the event of any breach or
threatened breach of this Agreement by him, OMG shall be entitled to specific
performance and injunctive relief (i.e. a court order) as a remedy for any such
breach or threatened breach hereof without necessity of posting bond or other
security, the requirement for which is expressly waived. Such remedy shall not
be deemed to be the exclusive remedy for any breach of this Agreement, but shall
be in addition to all other remedies available to OMG at law or in equity.

      21. BINDING NATURE. The Executive agrees that this Agreement shall also be
binding upon his spouse, dependents, children, heirs, successors and assigns and
their legal representatives under this Agreement and shall inure to the benefit
of and shall release OMG and its successors and assigns. OMG agrees that this
Agreement shall also be binding upon its successors.

      22. GOVERNING LAW. The provisions of this Agreement shall be construed and
enforced in accordance with the laws of the State of Ohio.

      Executed this 11th day of September, 2003.

EXECUTIVE                               OM GROUP, INC.

By:______________________________       By:_____________________________________
   Michael J. Scott                        Title:
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                                                                   EXHIBIT 10.33

                                                                  EXECUTION COPY

                              SEPARATION AGREEMENT

      This Separation Agreement (the "Agreement") is entered into this 17th day
of October, 2003 between OM Group, Inc. ("OMG") and Thomas R. Miklich
("Executive").

                                    RECITALS

A.    OMG and Executive entered into an Employment Agreement dated May 1, 2002,
      as amended on December 1, 2002 and July 31, 2003 (the "Employment
      Agreement"), regarding the employment of Executive by OMG as its Chief
      Financial Officer.

B.    OMG and Executive desire to terminate the employment of Executive with
      OMG.

C.    OMG and Executive desire to provide for the orderly and efficient
      transition of the financial management of OMG from Executive to the
      successor principal financial officer of OMG.

D.    OMG and Executive wish to set forth the severance payments and benefits to
      which Executive will be entitled in connection with the termination of his
      employment with OMG.

                                    AGREEMENT

      NOW, THEREFORE, in consideration of the mutual promises contained in this
Agreement, OMG and Executive hereby agree as hereinafter set forth:

1.    TERMINATION OF EMPLOYMENT. The employment of Executive with OMG will
terminate as of the earlier of (X) April 30, 2004, (Y) the date that a new Chief
Financial Officer (or other principal financial officer) of OMG commences
employment, and (Z) the date that OMG terminates Executive's employment with OMG
as provided in the immediately following sentence (the "Termination Date"). At
any time prior to April 30, 2004, OMG will have the right to terminate
Executive's employment for any reason or no reason upon written notice to
Executive and Executive will also have the right to resign for any reason or no
reason upon written notice to OMG.

2.    CONFIDENTIALITY. Except to the extent required by law or otherwise in
order to enforce the terms of this Agreement, OMG and Executive will keep the
terms and conditions of this Agreement confidential. Executive will not discuss
the terms and conditions of this Agreement or reveal them to any person other
than his spouse, attorneys, accountants and tax advisors, except as otherwise
required by law or by order of a court. To the extent that Executive discusses
or reveals the terms or conditions of this Agreement to any of the
aforementioned persons or entities, he will instruct such persons or entities
that the terms and conditions of this Agreement are confidential, and he will
obtain their agreement to keep such information 



confidential. OMG and Executive acknowledge and agree that it may be necessary
for OMG to disclose the terms and conditions of this Agreement to certain
executive officers and members of the Board of Directors. To the extent the
terms and conditions of this Agreement are revealed to such individuals, OMG
will advise them that such terms and conditions are confidential and should not
be discussed with or revealed to any other person except on a need−to−know
basis.

3.    PAYMENTS AND BENEFITS DURING TRANSITION PERIOD.

      (a)   During the period from the Effective Date (as defined in Section 17
            (g)) until the Termination Date (the "Transition Period"):

            (i)   Executive will continue to receive an annual base salary of
                  $475,000, payable in accordance with normal OMG payroll
                  practices;

            (ii)  Executive will continue to have use of the leased 2003 Jaguar
                  VDP automobile currently provided to him pursuant to the terms
                  of the OMG Company Car Program in effect from time to time.

            (iii) Executive and his dependents will continue to receive the
                  healthcare, life insurance, disability insurance, and
                  nonqualified retirement benefits to which Executive was
                  entitled, or was accruing, on the date of this Agreement that
                  are maintained by OMG for its executive officers on the same
                  terms as such officers participate; and

            (iv)  OMG will continue to pay the monthly dues and any capital
                  assessments with respect to Executive's membership in the
                  clubs identified on Schedule A.

            Such payments will reflect required local, state and federal tax
            withholding and any applicable deductions for welfare benefits. It
            is expressly understood that the provisions of Section 3(a)(iii)
            will not prohibit OMG from changing or terminating its group
            healthcare, life insurance or disability insurance plans or any of
            its nonqualified retirement benefits in any respect in the future.

      (b)   Promptly following the Effective Date of this Agreement, OMG will
            cause the appraised value of Executive's primary residence located
            at 7786 Valley View Road, Hudson, Ohio, 44236 to be determined in
            accordance with the appraisal procedures described under the
            subheading captioned "The Appraisal Process" of the "THE GUARANTEED
            HOME SALE PROGRAM" section of the OMG Homeowner Relocation Program
            (the "Relocation Program"). A copy of the Relocation Program is
            attached hereto as Schedule B. Within twenty (20) business days
            after being notified of the Guaranteed Home Sale Offer (as such term
            is defined in the Relocation Program), Executive will notify OMG in
            writing whether he elects to participate in the Relocation Program's
            guaranteed home sale program (the "Guaranteed Home Sale Program") in
            accordance with the terms and conditions describe in Section 3(b)(i)
            below.
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            (i)   If Executive elects to participate in the Guaranteed Home Sale
                  Program, OMG will, or will cause Primacy Relocation (the
                  administrator of the Relocation Program) to, guarantee the
                  purchase of Executive's primary residence located at 7786
                  Valley View Road, Hudson, Ohio, 44236, in accordance with, and
                  subject to, the appraisal, offer and purchase conditions and
                  procedures described under the following subheadings of the
                  "THE GUARANTEED HOME SALE PROGRAM" section of the Relocation
                  Program: "The Appraisal Process", "Inspections", "The
                  Guaranteed Home Sale Offer", "Amended Sale", "Closing the
                  Guaranteed Home Sale or Amended Sale", and "When a Sale Falls
                  Through". OMG's sole obligation under this Section 3(b)(i)
                  will be to purchase, or to cause Primacy Relocation to
                  purchase, Executive's primary residence in accordance the
                  conditions and procedures described in the portions of the
                  Relocation Program identified in the immediately preceding
                  sentence, except that the purchase of the primary residence
                  pursuant to the Guaranteed Home Sale Offer will close on, and
                  Executive may retain possession of such residence until, May
                  31, 2004 irrespective of the date of acceptance by Executive
                  of the Guaranteed Home Sale Offer provided that Executive has
                  accepted the Guaranteed Home Sale Offer within the 90−day
                  period described in the section of the Relocation Program
                  captioned "THE GUARANTEED HOME SALE PROGRAM". Executive will
                  not be bound by or entitled to receive any other rights or
                  benefits under the Relocation Program, including, without
                  limitation, the rights and benefits described under the
                  subsections of the Relocation Program captioned "Examples of
                  Exclusions", "Listing of the Home", and "Equity Funding" and
                  the rights and benefits described under the "THE GUARANTEED
                  HOME SALE PROGRAM" section of the Relocation Program requiring
                  OMG to pay real estate commissions and closing costs, to
                  reimburse Executive for any tax liabilities associated with
                  the sale of his primary residence and to otherwise ensure that
                  Executive does not incur any taxable income when the sale of
                  Executive's primary residence is accomplished through the
                  Guaranteed Home Sale Program. OMG's obligation to guarantee
                  the purchase of Executive's primary residence in accordance
                  with this Section 3(b)(i) will terminate upon the earlier of
                  (X) Executive's determination not to sell his primary
                  residence after electing to have the purchase of his primary
                  residence guaranteed in accordance with this Section 3(b), and
                  (Z) the expiration of the 90−day Guaranteed Home Sale Offer
                  period as described under the section of the Relocation
                  Program captioned "THE GUARANTEED HOME SALE PROGRAM". If
                  Executive has elected to participate in the Guaranteed Home
                  Sale Program as described herein, Executive will not be
                  eligible to receive an annual bonus with respect to fiscal
                  2003 regardless of whether, among other things, (x) other
                  executive officers of OMG receive an annual bonus for such
                  year or (y) the Termination Date occurs after December 31,
                  2003.

            (ii)  If Executive elects not to participate in the Guaranteed Home
                  Sale Program, and, in the event that OMG pays its Chief
                  Executive Officer and
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                  Chairman of the Board a bonus with respect to fiscal 2003,
                  Executive will be entitled to receive a cash bonus equal to
                  fifty percent (50%) of his base salary. Any such bonus payment
                  will reflect required local, state and federal tax withholding
                  and any applicable deductions for welfare benefits.

4.    SEPARATION PAYMENTS; VACATION. Following the Termination Date, OMG will
pay Executive the following amounts:

      (a)   Pay for accrued but unused 2003 vacation days or if the Termination
            Date is on or after January 1, 2004, accrued but unused 2004
            vacation days;

      (b)   Separation pay at the annual rate of $475,000, payable until the
            third anniversary of the Termination Date (the three−year period
            following the Termination Date is hereinafter referred to as the
            "Severance Period"); and

      (c)   OMG will pay Executive a bonus in an amount equal to $356,250
            annually on each of the first, second and third anniversary dates of
            the Termination Date.

      Such payments will reflect required local, state and federal tax
withholding and any applicable deductions for welfare benefits and will be
payable in accordance with normal OMG payroll practices.

5.    EQUITY AWARDS. Executive was previously awarded options to purchase 21,000
shares of the common stock of OMG (the "Options"). Vesting of the Options will
cease at the Termination Date and all of the Options, regardless of whether they
are then vested, will terminate on the Termination Date and will no longer be
exercisable.

6.    GROUP HEALTHCARE AND LIFE INSURANCE BENEFITS FOLLOWING TERMINATION DATE.

      (a)   On and after the Termination Date, Executive and his dependents will
            participate in the group healthcare plan (including medical, dental,
            vision and prescription drug programs) maintained by OMG for its
            executive officers on the same terms as such officers participate;
            provided, however, that such healthcare plan participation will
            terminate upon the earlier of the third anniversary of the
            Termination Date and the date that Executive is eligible to obtain
            coverage under the healthcare plan of any subsequent employer of
            Executive. If, at the end of the Severance Period, Executive remains
            a participate in such OMG group healthcare plan for a period of
            eighteen (18) months following the end of the Severance Period,
            Executive and his dependents will be eligible for continued
            healthcare benefits under OMG's healthcare plan, at Executive's cost
            and expense, in accordance with the Consolidated Omnibus Budget
            Reconciliation Act of 1985 (COBRA). It is expressly understood that
            the provisions of this Section 6(a) will not prohibit OMG from
            changing or terminating its group healthcare plan in any respect in
            the future.

      (b)   OMG will continue to pay the premiums due under the $1,400,000 life
            insurance policy #16141915 owned by Executive that was issued by
            Northwestern Mutual
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            from the Termination Date until the earlier of Executive's death and
            the date on which dividends paid under such policy are sufficient to
            pay any such premiums due thereunder. Executive will be responsible
            for the payment of any taxes due under applicable local, state and
            federal tax laws with respect to any premiums paid by OMG with
            respect to such insurance policy.

      (c)   During the Severance Period, OMG will continue to provide Executive
            with an additional $1,400,000 of life insurance coverage at OMG's
            cost and expense under policy #16152880, a policy issued through
            Northwestern Mutual that is currently owned by a grantor trust
            established by OMG with National City Bank as trustee, of which
            $1,400,000 has been endorsed to Executive to allow Executive to
            designate a personal beneficiary. Executive will be responsible for
            the payment of any taxes due under applicable local, state and
            federal tax laws with respect to any income imputed to Executive
            with respect to the insurance endorsed to Executive as contemplated
            hereby.

7.    SERP BENEFITS.

      (a)   Commencing as of January of the first calendar year beginning after
            the last day of the Severance Period, Executive will be eligible to
            receive a retirement benefit in the form of a single life annuity in
            an annual amount equal to the annual benefit that Executive would
            have been eligible to receive under the supplemental executive
            retirement plan (in effect as of February 1, 2000) of his immediate
            prior employer (the "SERP"), including any applicable Offsets (as
            defined in the SERP), if: (a) he had remained employed and covered
            by the SERP until April 30, 2007, and (b) his Earnings (as defined
            under the SERP) with such prior employer had increased at the rate
            of five percent per annum; provided, however, that such amount will
            be reduced by (X) the percentage specified under the SERP if
            Executive receives such retirement benefit prior to his attainment
            of age 62 and (Y) the actuarial equivalent of any amounts that
            Executive is entitled to receive that are (i) attributable to OMG
            Contributions (as defined in the OMG Profit−Sharing and Retirement
            Savings Plan (the "Profit−Sharing Plan") or any successor thereto)
            made to the Profit−Sharing Plan or (ii) payable under the Benefit
            Restoration Plan or any other supplemental pension or severance
            plan, program or arrangement maintained by OMG.

      (b)   OMG acknowledges that any amounts payable pursuant to this Agreement
            are not offsets for purposes of the calculations of the SERP
            benefits pursuant to this provision. Actuarial equivalency for such
            purposes will be the applicable mortality rate and applicable
            interest rate defined in Section 417(e)(3)(A)(ii) of the Internal
            Revenue Code of 1986, as amended. It is expressly understood that in
            the event OMG establishes a supplemental executive retirement plan
            in the future, Executive will not be entitled to receive the benefit
            under such newly established plan even if such benefit is greater
            than the benefit provided above.

      (c)   Schedule C attached hereto sets forth illustrative examples of the
            single life annuity payments that would be payable to Executive
            pursuant to this Section 7.
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8.    AUTOMOBILE. During the Severance Period, Executive will have the use of
the leased 2003 Jaguar VDP automobile currently provided to him under the OMG
Company Car Program. OMG will pay the operating and maintenance costs associated
with such automobile during the Severance Period pursuant to the terms of the
OMG Company Car Program in effect. On or before the third anniversary of the
Termination Date, Executive will have the option to purchase such automobile
pursuant to the terms of the lease agreement applicable to the sale of such
automobile on the date that Executive exercises and effects such option.

9.    RELEASE. In order to receive any payments or benefits under this Agreement
following the Termination Date, Executive must execute a release in the form
attached hereto as Exhibit A (the "Release") on or prior to the Termination
Date.

10.   COOPERATION DURING TRANSITION PERIOD. During the Transition Period:

      (a)   Executive will continue to serve as Chief Financial Officer of OMG
            and have such powers and responsibilities normally and customarily
            associated with a chief financial officer in a company of similar
            size and operating in a similar industry, including such other
            functions and duties as may be assigned by the Chairman and Chief
            Executive Officer of OMG and the Board of Directors of OMG.
            Executive will undertake to perform all his responsibilities and
            exercise his powers on a full−time basis and in good faith and will
            not engage in any business activity that interferes with the
            performance of his duties hereunder. Executive will travel as
            necessary in connection with the performance of his duties
            hereunder; however, Executive will perform his duties and
            responsibilities primarily in the Cleveland, Ohio metropolitan area.
            Executive will continue to report to the Chairman and Chief
            Executive Officer of OMG and the Board of Directors of OMG. For the
            avoidance of doubt, unless determined otherwise by the Chairman and
            Chief Executive Officer of OMG or the Board of Directors of OMG,
            Executive's continued responsibilities as the Chief Financial
            Officer and principal financial officer of OMG under this Section
            10(a) include, among other things, signing such reports and
            registration statements filed by OMG with the Securities and
            Exchange Commission under the Securities Act of 1933, as amended,
            and/or the Securities Exchange Act of 1934, as amended, and signing
            the certifications required to be furnished to the Securities and
            Exchange Commission pursuant to Rule 13a−14 and/or Rule 15d−14 of
            the Securities Exchange Act of 1934, as amended, and pursuant to 18
            U.S.C. 1350.

      (b)   Executive will use his reasonable best efforts to cooperate with OMG
            in, and will take such actions as OMG may reasonably request of
            Executive from time to time in connection with, (i) identifying his
            replacement as the Chief Financial Officer and principal financial
            officer of OMG, and (ii) coordinating the efficient transition of
            the financial management of OMG to such replacement.

                                       6



11.   COOPERATION AND NON−DISPARAGEMENT DURING TRANSITION PERIOD AND FOLLOWING
      TERMINATION DATE.

      (a)   During the Transition Period and at all times thereafter:

            (i)   Executive will not make any public statement regarding his
                  termination of employment with OMG without the prior written
                  approval of OMG and will use his reasonable best efforts to
                  cooperate with OMG, and will take such actions as OMG may
                  reasonably request of Executive from time to time, in
                  connection with the disclosure to the public of Executive's
                  amicable termination of employment with OMG and such other
                  investor relations aspects of Executive's separation from OMG,
                  including, but not limited to, presenting the mutual
                  understanding that Executive's termination of employment with
                  OMG was not precipitated by, and does not otherwise involve, a
                  disagreement or other dispute between OMG and Executive;

            (ii)  Executive will not disparage OMG or any of its products,
                  services, and business practices, or its current or former
                  owners;

            (iii) OMG will not disparage Executive; and

            (iv)  Executive will not cooperate, aid or assist any person in
                  preparing claims against OMG, unless required to do so by law.

      (b)   Executive acknowledges that OMG, its officers, directors,
            subsidiaries and/or representatives are presently involved in
            various litigation matters, including, but not limited to,
            stockholder derivative lawsuits (collectively, "Pending
            Litigation"). Executive will use his reasonable best efforts to
            cooperate with OMG and its representatives, and will take such
            actions as OMG or its representatives may reasonably request of
            Executive from time to time, in connection with the Pending
            Litigation and such other litigation (regardless of whether
            Executive is a party to such litigation), investigation, audit, or
            other regulatory or administrative proceeding that may arise and
            that relate to or involve matters arising while Executive was
            employed by OMG, relate to Executive's area of responsibility at
            OMG, or that arise out of events upon which, or that include claims
            related to, the Pending Litigation. Such cooperation will include,
            without limitation, supplying thorough and accurate information for
            OMG's investigation, defense or prosecution of such litigation,
            testifying truthfully in any such litigation, and otherwise
            consulting truthfully and accurately with OMG on such matters
            (collectively, "Litigation Related Services"). OMG will reimburse
            Executive for the reasonable out−of−pocket costs and expenses
            incurred by Executive in connection with providing Litigation
            Related Services.

12.   OUTPLACEMENT SERVICES. OMG will provide Executive with outplacement
services from such service as is mutually acceptable to OMG and Executive to
assist Executive in developing his resume and to counsel him with respect to a
job search for new employment. Such services
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must commence within ninety (90) days of the Termination Date and will terminate
on the first anniversary date of the commencement of such services.

13.   CONSULTATION. For a period of two years following the Termination Date,
Executive will be available from time to time upon the reasonable request of OMG
to provide financial consulting services to OMG at mutually agreeable times
during regular business hours regarding matters that are relevant to OMG,
including, but not limited to, matters pending on the Termination Date. OMG
acknowledges that this provision does not preclude Executive from accepting
other full−time employment and OMG will use its best efforts to schedule
consulting services that would not conflict with any new employment.

14.   COVENANTS.

      (a)   Notwithstanding any provision of this Agreement or the Release,
            Executive hereby reaffirms the commitments he made to OMG in Section
            5 of the Employment Agreement and acknowledges and agrees the rights
            and obligations of Executive under Section 5 of the Employment
            Agreement will remain in full force and effect and will not be
            affected by this Agreement or the Release. Executive and OMG agree
            that references to the term of the Employment Agreement in Section 5
            of the Employment Agreement will be deemed to refer to the period
            from the Effective Date until the third anniversary of the
            Termination Date.

      (b)   On or prior to the Termination Date, Executive will return all
            property of OMG and its affiliates in his possession, including, but
            not limited to, keys, credit cards, computer, computer software and
            any Confidential Information and any copies thereof. As used herein,
            the term "Confidential Information" will mean any information
            regarding OMG and/or its affiliates that is not generally made
            publicly available by OMG or its affiliates, including but not
            limited to any specification or other technical information,
            processing information, financial information, customer information,
            and general business information in any form, including electronic
            or optical data storage and retrieval mechanisms, whether or not
            marked or designated as "Confidential", "Proprietary" or the like,
            and regardless of whether any such information is protected by any
            applicable law.

15.   REPRESENTATIONS OF EXECUTIVE. Executive acknowledges that in his capacity
as the principal financial officer of OMG, Executive has from time to time made
certain certifications in OMG's periodic reports filed with the Securities and
Exchange Commission. Executive represents and warrants that such certifications
were true and correct at the time such certifications were made and, to
Executive's knowledge, would be true and correct if made as of the date hereof.
Executive further represents and warrants that to his knowledge, OMG's financial
statements, and other financial information, included in OMG's filings with the
Securities and Exchange Commission made while Executive was the principal
financial officer of OMG, fairly present in all material respects the financial
condition, results of operations and cash flows of OMG as of, and for, the
periods covered by such financial information. Executive represents and warrants
that, to his knowledge, as of the date hereof neither OMG nor any of its
subsidiaries is required to restate any of its historical financial statements.
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16.   TERMINATION, BREACH AND REPAYMENT OF BENEFITS.

      (a)   Notwithstanding anything in this Agreement to the contrary, in the
            event that during the Transition Period (which, as described in
            Sections 1 and 3, will not extend beyond April 30, 2004), (i)
            Executive violates the terms of this Agreement, (ii) OMG terminates
            Executive's employment for "Cause", as such term is defined in the
            Employment Agreement, or (iii) Executive resigns, Executive will no
            longer be eligible for payments or benefits under this Agreement,
            Executive's Options will terminate immediately, and OMG's only
            obligation to Executive will be to (x) pay Executive his earned but
            unpaid base salary, if any, up to the date Executive's employment
            terminates and (y) to make such payments and provide such benefits
            under any employee benefit plan, program or policy in which
            Executive was a participant as are explicitly required to be paid to
            Executive by the terms of any such benefit plan, program or policy
            following the date on which Executive's employment terminates.

      (b)   Notwithstanding anything in this Agreement to the contrary, in the
            event that following the Termination Date Executive revokes the
            General Release or violates the terms of this Agreement, Executive
            will repay OMG immediately any payments that he received under this
            Agreement during the period following the Termination Date and he
            will no longer be eligible for payments or benefits under this
            Agreement.

17.   ACKNOWLEDGMENTS. Executive acknowledges and agrees that:

      (a)   The only payments, benefits and other consideration for Executive
            entering into this Agreement are described in this Agreement.

      (b)   In exchange for executing this Agreement, Executive is being
            provided consideration for which he would not otherwise be entitled.

      (c)   No other representations, promises or agreements of any kind have
            been made by any person or entity to induce Executive to execute
            this Agreement.

      (d)   Executive has been given at least 21 days to consider the effect of
            this Agreement, including the Release set forth on Exhibit A, prior
            to executing this Agreement.

      (e)   Executive has been encouraged and advised by OMG to discuss the
            terms of this Agreement and the effect of signing this Agreement
            with the legal counselor of his choice.

      (f)   Executive is satisfied that he understands this Agreement and that
            he intends to be bound by it.

      (g)   Executive understands that this Agreement may be revoked by him
            during the 7−day period beginning immediately after executing this
            Agreement by giving written notice of revocation to OMG; that this
            Agreement will not be effective or enforceable until such 7−day
            period has expired; and that if he revokes this
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            Agreement within such 7−day period, this Agreement will be
            ineffective and of no legal force. If no revocation has been
            received by the end of such 7−day period, Executive understands and
            agrees that the "Effective Date" of this Agreement will be the
            eighth day after Executive executes this Agreement.

      (h)   Executive agrees that, notwithstanding anything to the contrary in
            this Agreement, no part of this Agreement will be effective or
            enforceable and no payment hereunder will be made until after the
            Effective Date.

18.   NOTICES. All notices, requests, demands and other communications that are
required or may be given under this Agreement will be in writing and will be
deemed to have been duly given if delivered personally or mailed, first class
mail, postage prepaid, return receipt requested, or by any other express
delivery technique calling for receipted delivery, as follows:

            NOTICES TO EXECUTIVE:

                     Thomas R. Miklich
                     7786 Valley View Road
                     Hudson, Ohio 44236

            NOTICES TO OMG:

                     OM Group, Inc.
                     127 Public Square
                     1500 Key Tower
                     Cleveland, Ohio 44114−1221
                     Attention: James P. Mooney

            WITH A COPY TO:

                     Gordon S. Kaiser, Esq.
                     Squire, Sanders & Dempsey LLP
                     4900 Key Tower
                     127 Public Square
                     Cleveland, Ohio 44114

or such other address or to the attention of such other person as the recipient
has specified by prior written notice to the sending party. Any notice under
this Agreement will be deemed to have been given when so delivered or mailed.

19.   SEVERABILITY. Executive agrees that if any provision of this Agreement is
adjudicated to be invalid or unenforceable, or if compliance with any provision
of this Agreement is restrained pending a final determination as to its
legality, such deletion or restraint will apply only to the operation of the
provision or provisions deemed invalid, unenforceable, or restrained, and to the
extent any provision of this Agreement is deemed invalid, unenforceable, or
restrained, the remaining provisions will be valid and enforceable to the
fullest extent possible.
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20.   BREACH. Executive agrees that in the event of any breach or threatened
breach of this Agreement by him, OMG will be entitled to specific performance
and injunctive relief (i.e. a court order) as a remedy for any such breach or
threatened breach hereof without necessity of posting bond or other security,
the requirement for which is expressly waived. Such remedy will not be deemed to
be the exclusive remedy for any breach of this Agreement, but will be in
addition to all other remedies available to OMG at law or in equity.

21.   ENTIRE AGREEMENT. This Agreement, the Release and the Employment Agreement
embody the complete agreement and understanding among the parties and supersede
and preempt any prior understandings, agreements or representations by or among
the parties, written or oral, which may have related to the subject matter
hereof in any way; provided however, OMG and Executive agree that except as
otherwise expressly provided herein, the provisions of the Employment Agreement
relating to employment of Executive by OMG, including, but not limited to, the
termination and compensation of Executive, will be superseded by this Agreement.
Notwithstanding the foregoing, nothing in this Agreement is intended to reduce,
augment or otherwise modify Executive's rights to be indemnified by OMG under
OMG's existing policies and procedures relating to indemnification of its
executive officers and the Indemnification Agreement entered into between OMG
and Executive dated November 15, 2002.

22.   COUNTERPARTS. This Agreement may be executed on separate counterparts,
each of which is deemed to be an original and all of which taken together
constitute one and the same agreement.

23.   BINDING NATURE. Executive agrees that this Agreement will also be binding
upon his spouse, dependents, children, heirs, successors and assigns and their
legal representatives under this Agreement and will inure to the benefit of, and
will release, OMG and its successors and assigns.

24.   GOVERNING LAW. All questions concerning the construction, validity and
interpretation of this Agreement will be governed by the internal law, and not
the law of conflicts, of the State of Ohio.

25.   AMENDMENTS. Any provision of this Agreement may be amended only with the
prior written consent of Executive and OMG.

26.   NO WAIVER. No failure by either party at any time to give notice of any
breach by the other of, or to require compliance with, any condition or
provision of this Agreement will be deemed a waiver of any provisions or
conditions of this Agreement.

27.   ATTORNEY FEES. OMG will reimburse Executive in an amount not to exceed
$5,000 for legal fees reasonably incurred by him in the negotiation and
preparation of this Agreement.
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      Executed this 17th day of October, 2003.

EXECUTIVE                               OM GROUP, INC.

By:_____________________________        By:___________________________________
   Thomas R. Miklich                       James P. Mooney
                                           Title: Chairman and Chief Executive
                                                  Officer
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                                                                      [OMG LOGO]

                                                                        OM GROUP

                                                        WORLD HEADQUARTERS

                                                        OM Group, Inc.
                                                        127 Public Square
                                                        1500 Key Tower
                                                        Cleveland, OH 44114−1221

                                                        Tel. 216.781.0083
                                                             800.519.0083
                                                        Fax. 216.781.1502

                                                        www.omgi.com

                              EMPLOYMENT AGREEMENT

            This Agreement between OM Group, Inc. (the "Company"), a Delaware
Corporation, located at 127 Public Square, 1500 Key Tower, Cleveland, Ohio 44114
and R. Louis Schneeberger ("Executive"), 6950 Woodlands Lane, Solon, OH 44139,
is entered into this 16th day of February, 2004.

            WHEREAS, the Company seeks to enter into an Agreement to provide for
the Executive's employment with the Company;

            WHEREAS, Executive desires to have executive responsibilities with
the Company;

            NOW, THEREFORE, in consideration of the mutual promises set forth in
this Agreement and participation in the Company's bonus program, and intending
to be legally bound, the parties agree as follows:

            1. DEFINITIONS. As used in this Agreement:

            (a) "Products" means all products sold or offered for sale by the
Company as contained in its catalogs and sales literature, as amended from time
to time.

            (b) "Product Information" means descriptions, specifications,
numbers, names, suppliers, characteristics, costs, prices, catalogs, sales
literature, instructional materials and other information relating to the
Products.

            (c) "Account Information" means names, addresses, contact persons,
purchasing histories and preferences, prices, purchasing frequency, credit
standing and other information relating to the Company's customers or
prospective customers and their personnel.

            (d) "Salesmen Information" means the names and addresses of, amounts
of commissions and other compensation paid to, sales performance information and
Account Information relating to, the Company's Executives.

            (e) "Confidential Information" means Product Information, Account
Information, Salesmen Information and all other trade secrets and proprietary
information belonging to the Company, and excludes any information in the public
domain.



            2. EMPLOYMENT AND TERM.

            (a) The Company hereby employs or continues to employ Executive in
the position of Chief Financial Officer subject to the terms and conditions set
forth herein. Unless terminated as provided herein, the initial term of this
Agreement shall commence on the date hereof, and expire on February 15, 2005.
The term of this Agreement shall, contingent upon Executive's successful
achievement of performance expectations, be renewed for successive rolling
two−year periods commencing February 16, 2005. In the event either party elects
not to renew this Agreement, either party will provide the other party with
sixty (60) days written notice prior to the extension of the initial term or any
renewal term then in effect. All references to the "term of this Agreement"
shall be deemed to refer to the initial term as well as any renewal term then in
effect.

            (b) During the term of this Agreement, Executive shall serve as
Chief Financial Officer of the Company after the transition period from the
previous Chief Financial Officer. Executive will be hired as Vice President of
Finance and assume the Chief Financial Officer duties no later than April 1,
2004, or an earlier mutually agreeable date, and have such powers and
responsibilities normally and customarily associated with a Chief Financial
Officer in a company of similar size and operating in a similar industry,
including such other functions and duties as may be assigned by the Chairman and
Chief Executive Officer of the Company and the Board of Directors of the
Company. Executive shall undertake to perform all his responsibilities and
exercise his powers on a full−time basis and in good faith and shall not engage
in any business activity that interferes with the performance of his duties
hereunder. Executive shall travel as necessary in connection with the
performance of his duties hereunder, however, the Executive shall perform his
duties and responsibilities primarily in the Cleveland, Ohio metropolitan area.
Executive shall report to the Chairman and Chief Executive Officer of the
Company and the Board of Directors of the Company. Consistent with his duties as
Chief Financial Officer, Executive agrees that in performance of his duties he
will act in accordance with the provisions of the Sarbanes−Oxley Act of 2002 and
any regulations or rules promulgated thereunder, as the same may be amended from
time to time.

            (c) Compensation

                  i.    ANNUAL SALARY. The Company shall compensate Executive
                        for his services in accordance with the compensation
                        policies of the Company, as amended from time to time,
                        including the Company's bonus program. The base annual
                        salary during the initial term will be Three Hundred
                        Fifty Thousand Dollars ($350,000), less applicable taxes
                        and withholdings as required by law. Thereafter, the
                        annual base salary will be Three Hundred Fifty Thousand
                        Dollars ($350,000). That base salary may be reviewed
                        annually and increased at the discretion of the Board of
                        Directors and/or the Chief Executive Office or any
                        committee of the Board of Directors authorized to take
                        such action.

                  ii.   BONUS. Executive shall be entitled to participate in the
                        Company's performance based bonus program, with a target
                        bonus of Sixty Percent (60%) of Executive's annual base
                        salary. The bonus, if any, shall be determined and paid
                        pursuant to the terms and conditions of the
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                        Company's executive bonus program on the same basis as
                        for the other executive officer participants. The  bonus
                        targets for Executive for calendar year shall be
                        established by the Chairman and the Executive within
                        three weeks after the date hereof.

                  iii.  STOCK OPTIONS. Upon hire, Executive shall be eligible
                        to participate in the Non−Incentive Stock Option Plan in
                        accordance with the 1998 Long−Term Incentive
                        Compensation Plan. The aggregate number of shares of
                        Common Stock purchasable by Executive is 15,000. The
                        option rights shall be exercised pursuant to the
                        Company's 1998 Long−Term Incentive Compensation Plan
                        Participation Agreement.

            (d) Benefits

                        1.    HEALTH & WELFARE. Executive shall be eligible to
                              participate in employee benefit plans, programs,
                              and policies maintained by the Company in
                              accordance with the terms and conditions to
                              participate in such plans, programs and policies
                              as in effect from time to time and for as long as
                              the Company sponsors such plans, programs and
                              policies. A copy of the Company's benefit summary
                              is attached hereto as Exhibit A.

                        2.    PROFIT SHARING & RETIREMENT SAVINGS. Executive
                              shall be eligible to participate in the Company's
                              Profit Sharing and Retirement Savings Plan.
                              Executive will also be eligible to participate in
                              the Company's Benefit Restoration Plan, a
                              non−qualified deferred compensation plan.

                        3.    VACATION. Executive shall be entitled to four
                              weeks (20 days) of vacation and five (5) personal
                              days during each year of the contract, which
                              vacation time shall be taken at such time or times
                              in each such one year period so as not to
                              materially and adversely interfere with the
                              performance of his responsibilities under this
                              Agreement. Executive in addition shall have the
                              right to the same holidays as other employees of
                              the Company.

                        4.    VEHICLE. Executive shall be eligible to
                              participate in the Company's standard policy on
                              executive vehicles in accordance with the terms
                              and conditions of that policy that may be revised
                              from time to time.

                        5.    CLUBS/ORGANIZATIONS. The Company agrees to pay
                              membership dues for membership in a country club
                              of Executive's choosing:

            3. GOOD FAITH EFFORTS; DUTY OF LOYALTY.

            (a) The Executive shall use his good faith efforts to carry out his
responsibilities on behalf of the Company and shall devote his entire working
time to the performance of those responsibilities during normal business hours.
Executive acknowledges that he owes the Company a duty of undivided loyalty in
the performance of his employment responsibilities. Per mutual agreement,
Executive will be permitted to participate in his current community service
projects and outside Board of Director activity.
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            (b) Executive shall not during his employment by the Company engage,
either directly or indirectly, as an Executive, officer, director, shareholder,
partner or in any other capacity in any business which is competitive with the
business of the Company.

            4. CONSIDERATION. Executive acknowledges that he has received full
and adequate consideration for entering into this Agreement.

            5. CONFIDENTIAL INFORMATION. Executive acknowledges that during the
course of his employment with the Company he will have access to Confidential
Information. Executive acknowledges that the Confidential Information has been
maintained as confidential by the Company, is highly valuable and proprietary to
the Company and that disclosure of it to third parties or unauthorized use of it
by Executive would cause the company serious competitive harm.

            6. DISCLOSURE OF PRIOR AGREEMENTS; NON−USE OF THIRD−PARTY TRADE
SECRETS.

            (a) Executive represents that he has disclosed to the Company any
employment agreements or any other agreement, still in effect, which imposes any
restrictions on Executive. Executive represents that except for those
restrictions, if any, specifically disclosed on Exhibit B to this Agreement, he
is not subject to any restrictions arising from his previous employment.

            (b) Executive further represents that he has not disclosed and will
not disclose to the Company and has not used and will not use on the Company's
behalf any trade secrets or other confidential and proprietary information
belonging to a third party, without consent from that third party.

            7. TERMINATION. During the term of this Agreement, the Company shall
have the right to terminate Executive's employment at any time for any reason
upon 60 days written notice to Executive and Executive shall also have the right
to resign at any time for any reason upon sixty (60) days written notice to the
Company.

            (a) Termination Without Cause. If the Company terminates Executive's
employment without Cause, the Company shall continue to pay Executive his annual
salary in equal monthly payments. In addition, Executive shall have accelerated
the vesting and exercisability of any options that would become exercisable
within the (12) months following such termination. These payments shall continue
until the end of the term specified in the Executive's Agreement, that is twelve
(12) months or twenty−four (24) months, depending on when the termination
occurs, during or after Executive's first year of employment with the Company,
with a minimum of six (6) months pay. In addition, the Company will pay, when
actually determined, the Executive's prorated earned bonus for the year of
termination. For the purposes of this Agreement, earned bonus shall mean the
bonus, determined based on the actual performance of the Company for the full
year in which Executive's employment terminates, that Executive would have
earned for the year in which his employment terminates had he remained employed
for the entire year, prorated based on the ratio of the number of days during
such year that Executive was employed. In the event Executive voluntarily
terminates his employment. Executive shall be entitled only to any salary
earned, together with any prorated unused vacation or personal days, up to the
date of termination.
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            (b) Termination for Cause. If the Company terminates Executive's
employment for Cause, the Company's only obligation to Executive shall be to pay
Executive his earned but unpaid base salary, if any, up to the date Executive's
employment terminates and Executive shall forfeit his right to any unvested
benefits described in Section 2(c) and (d) hereof. The Company shall only be
obligated to make such payments and provide such benefits under any employee
benefit plan, program or policy in which Executive was a participant as are
explicitly required program or policy following the date on which Executive's
employment terminates.

      For purposes of this Agreement, "Cause" shall mean (i) Executive's fraud,
embezzlement or misappropriation of funds, in each case involving or against the
Company or any of its subsidiaries or affiliates; (ii) Executive's indictment
for or conviction of any crime which involves dishonesty or a breach of trust or
conviction of any felony; (iii) Executive's willful misconduct with respect to
the Company or any of its subsidiaries or affiliates which causes material
detriment to the Company or any of its subsidiaries or affiliates; or (iv)
Executive engages in any material breath of the terms of this Agreement or fails
to fulfill his responsibilities hereunder and such breach or failure, as the
case may be, is not cured, or is not capable of being cured, within thirty (30)
days after written notice thereof is given to the Executive by the Company.

            8. COVENANTS.

            (a) Records and Company Property. Executive shall maintain and keep
a general record of his work on behalf of the Company in the manner reasonably
directed by the Company or, in the absence of specific direction, in a manner
sufficient to document his activities on behalf of the Company. All records and
data recorded or generated by Executive during the course of his employment
shall remain the property of the Company. Upon the termination of Executive's
employment for any reason or, if earlier, upon the Company's request, Executive
shall promptly return all Property which had been entrusted to Executive by the
Company. Property means all records, files, memoranda reports, price lists,
customer lists, drawings, plans, sketches, keys, codes, computer hardware and
software and other property of the Company of any kind or description prepared,
used or possessed by Executive during Executive's employment by the Company (and
any duplicates of any such Property) together with any and all information,
ideas, concepts, discoveries and inventions and the like conceived, made,
developed or acquired at any time by Executive individually or, with others
during Executive's employment which relate to the Company or its products or
services.

            (b) Trade Secrets. Executive agrees that Executive shall hold in a
fiduciary capacity for the benefit of the Company and its affiliates and shall
not directly or indirectly use or disclose any Trade Secret that Executive may
have acquired during the term of Executive's employment by the Company for so
long as such information remains a Trade Secret. Trade Secret means information,
including, but not limited to, technical or non−technical data, a formula, a
pattern, a compilation, a program, a device, a method, a technique, a drawing or
a process that (1) derives economic value, actual or potential, from not being
generally known to, and not being generally readily ascertainable by proper
means by, other persons who can obtain economic value from its disclosure or use
and (2) is the subject of reasonable efforts by the Company and any of its
affiliates to maintain its secrecy. This Section is intended to provide rights
to the Company and its subsidiaries or affiliates that are in addition to, not
in lieu of, those
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rights the Company and its affiliates have under the common law or applicable
statutes for the protection of trade secrets.

            (c) Non−Disclosure of Confidential Information. Executive shall not
during his employment disclose to any third parties, other than in carrying out
his duties hereunder, Confidential Information, and he shall confine use of
Confidential Information exclusively to carrying out his employment
responsibilities for the Company. Executive shall not after termination of his
employment disclose or use in any way for any purpose Confidential Information.
Executive shall, immediately upon termination of employment, return to the
Company all Confidential Information, as well as any copies of that information
and any other material, including handwritten notes, made or derived from that
information.

            9. NON−COMPETITION. Executive shall not in the continental United
States for a period of two years following termination of employment engage,
either directly or indirectly, as an Executive, officer, director, shareholder,
partner or in any other capacity in a business which is competitive with the
business of the Company. Notwithstanding the preceding sentence, Executive will
not be prohibited from owning less than five (5%) percent of any publicly traded
corporation regardless of the business, in which such corporation is engaged.
If, at the time of enforcement of this provision, a court of competent
jurisdiction holds that the restrictions stated herein are unreasonable under
the circumstances then existing, the parties agree that the maximum period or
scope under the circumstances shall be substituted for the period or scope
stated herein.

            10. NON−SOLICITATION OF CUSTOMERS OR EMPLOYEES. Executive agrees
that, during the term of this Agreement and for a period of two years
thereafter, he will not knowingly, directly for himself or for any other person
or entity, divert, call on, solicit, or take away or attempt to divert, call on,
solicit or take away present or actively solicited prospective employees or,
with respect to competitive products or services, any present or actively
solicited prospective suppliers or customers of the Company or any of its
subsidiaries or affiliates.

            11. REASONABLENESS OF RESTRAINTS; IRREPARABLE HARM; BREACH OF
                AGREEMENT: NO DEFENSE.

            (a) Executive acknowledges that the covenants of paragraphs 8
through 10 of this Agreement are reasonably necessary to protect the goodwill,
trade secrets and other business interests of the Company and that they will
cause Executive no undue hardship.

            (b) Executive acknowledges that any breach of these covenants will
cause the Company immediate irreparable harm for which injunctive relief would
be necessary. The non− prevailing party shall pay all reasonable expenses and
costs, including attorneys' fees, incurred by the other prevailing party hereto,
in any proceeding to enforce the covenants or any other provisions of this
Agreement.

            (c) Executive acknowledges that the covenants of paragraphs 10
through 12 of this Agreement are of the essence of this Agreement. They shall be
construed as independent of any other provision in this Agreement, and the
existence of any claim or cause of action of Executive against the Company,
whether predicated on this Agreement or otherwise, shall not constitute a
defense to the enforcement by the Company of these covenants.
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            12. NOTICES. Any notices, requests, demands and other communications
which are required or may be given under this Agreement shall be in writing and
shall be deemed to have been duly given if delivered personally or mailed, first
class mail, postage prepaid, return receipt requested, or by any other express
delivery technique calling for receipted delivery, as follows:

                  If to Executive:

                  R. Louis Schneeberger
                  6950 Woodlands Lane
                  Solon, Ohio 44139

                  If to the Company:

                  OM Group, Inc.
                  127 Public Square
                  1500 Key Tower
                  Cleveland, Ohio 44114

                  Attention: James P. Mooney

or such other address or to the attention of such other person as the recipient
shall have specified by prior written notice to the sending party. Any notice
under this Agreement will be deemed to have been given when so delivered or
mailed.

            13. ENTIRE AGREEMENT. This Agreement constitutes the entire
understanding between the parties with respect to its subject matter and
supersedes all prior agreements and understandings, written or oral, with
respect to its subject matter.

            14. SEVERANCE OF CLAUSES. If any provision of this Agreement is held
to be invalid or unenforceable by a court of competent jurisdiction, such
holding shall not invalidate any of the other provisions of the Agreement. The
parties intend that any such provision shall be severed from the Agreement and
that the Agreement shall be enforced to the full extent permitted by law.

            15. ASSIGNEES. This Agreement shall be binding upon and inure to the
benefit of the heirs, executors, and administrators of Executive, and to the
successors and assigns of the Company.

            16. AMENDMENTS. Any provision of this Agreement may be amended with
the prior written consent of Executive and the Company.

            17. GOVERNING LAW. This Agreement shall be governed by the laws of
the State of Ohio, and both parties consent to venue and personal jurisdiction
over them in the courts of that state, including the federal courts, for
purposes of construction and enforcement of this Agreement.
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            18. EXECUTIVE HAS READ AGREEMENT. EXECUTIVE ACKNOWLEDGES THAT HE HAS
READ AND UNDERSTANDS THE COMPLETE AGREEMENT.

            IN WITNESS WHEREOF, the parties have hereunto set their hands in
CLEVELAND, ohio, as of the date first above written.

OM GROUP, INC.                                  R. Louis schneeberger

By: /s/ R. Louis Schneeberger                   By: /s/ R. Louis Schneeberger
    −−−−−−−−−−−−−−−−−−−−−−−−−                       −−−−−−−−−−−−−−−−−−−−−−−−−

Date: 2−16−04                                   Date: 2−16−2004
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                          SUPPLEMENTAL RETIREMENT PLAN
                                       FOR
                                 JAMES P. MOONEY

      Due to the restrictions set forth in the Internal Revenue Code of 1986, as
amended, and other practical limitations, OM Group, Inc. hereby establishes the
OM Group, Inc. Supplemental Retirement Plan for James P. Mooney. The purpose of
such plan is to provide James P. Mooney with retirement benefits commensurate
with his current duties, responsibilities and compensation as Chairman and Chief
Executive Officer of OM Group, Inc.

                                    ARTICLE I

                                   DEFINITIONS

            1.1 DEFINITIONS. For purposes of the Plan, each of the following
words and phrases shall have the meaning hereinafter set forth, unless a
different meaning is clearly required by the context:

            (1) The term "ACCRUED PORTION" of the Executive's monthly
      supplemental normal retirement benefit determined as of any given date
      occurring prior to his Normal Retirement Date shall mean the amount of the
      Executive's monthly supplemental normal retirement benefit determined
      pursuant to the provisions of Article II, based upon his Highest Monthly
      Final Average Compensation on such date.

            (2) The term "AFFILIATE" shall mean any member of a controlled group
      of corporations (as determined under Section 414(b) of the Code) of which
      OMG is a member; any member of a group of trades or businesses under
      common control (as determined under Section 414(c) of the Code) with OMG;
      any member of an affiliated service group (as determined under Section
      414(m) of the Code) of which OMG is a member; and any other entity which
      is required to be aggregated with OMG pursuant to the provisions of
      Section 414(o) of the Code.

            (3) The term "AFFILIATED GROUP" shall mean the group of entities
      which are Affiliates.

            (4) The term "BENEFICIARY" shall mean the person or persons who is
      designated by the Executive to receive a death benefit under the Plan
      pursuant to the provisions of Article VII.

            (5) The term "BOARD" shall mean the Board of Directors of OMG.
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            (6) The term "CHANGE OF CONTROL" shall mean the occurrence of one of
      the following events:

                  (a)   OMG is merged, consolidated or reorganized into or with
                        another entity and, immediately after such merger,
                        consolidation or reorganization, the holders of OMG
                        voting stock immediately prior to the transaction hold,
                        in the aggregate, less than a majority of the combined
                        voting power of the then outstanding securities of the
                        new entity;

                  (b)   OMG sells substantially all of its assets to another
                        entity and, immediately after such sale, the holders of
                        OMG voting stock immediately prior to the sale hold, in
                        the aggregate, less than a majority of the combined
                        voting power of the then outstanding securities of the
                        purchaser;

                  (c)   A report is filed, or is required to be filed, on
                        Schedule 13D or Schedule 14D−1 (or any successor form)
                        disclosing that any "person" has become a "beneficial
                        owner" (as those terms are defined by the Securities
                        Exchange Act of 1934) of OMG securities representing 20%
                        or more of the combined voting power of then outstanding
                        securities of OMG;

                  (d)   OMG files, or is required to file, a report or proxy
                        statement with the Securities and Exchange Commission
                        disclosing in response to Form 8−K or Schedule 14A (or
                        any successor form) that a change in control of OMG has
                        or may have occurred, or will or may occur in the
                        future, pursuant to a then−existing contract or
                        transaction; or

                  (e)   If during any two−year period, the individuals who
                        comprise all of the members of the Board cease, for any
                        reason, to constitute at least three−fourths of the
                        Board, except in the case in which the election of a
                        director, or the nomination for election of a director
                        by shareholders of OMG, was approved by a two−thirds
                        vote of the directors then still in office who were
                        directors at the beginning of such two−year period;
                        provided, however, that no director shall be treated as
                        being so approved, if such director was designated by an
                        entity that has entered into an agreement with OMG to
                        effectuate a merger, consolidation, reorganization, or
                        sale of OMG assets.

      Notwithstanding events set forth in subparagraphs (c) and (d) above,
      unless otherwise determined by a majority vote of the Board, a Change of
      Control shall not be deemed to have occurred solely because (i) OMG, (ii)
      an entity of which OMG directly or indirectly beneficially owns 50% or
      more of the entity's voting stock, or
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      (iii) any employee stock ownership plan or any other employee benefit plan
      sponsored by OMG, either files or becomes obligated to file a report or
      proxy statement in response to Schedules 13D, 14D−1 or 14A, or Form 8−K
      (or any successor form), disclosing beneficial ownership by it of voting
      stock, whether in excess of 20% or otherwise, or because OMG reports that
      a change of control of OMG has or may have occurred, or will or may occur
      in the future, by reason of such beneficial ownership.

            (7) The term "CODE" shall mean the Internal Revenue Code of 1986, as
      amended from time to time. Reference to a section of the Code shall
      include such section and any comparable section or sections of any future
      legislation that amends, supplements, or supersedes such section.

            (8) The term "COMMITTEE" shall mean the Compensation Committee of
      the Board.

            (9) The term "COMPENSATION" shall mean the total wages which are
      paid to or on behalf of the Executive during a calendar year by OMG or an
      Affiliate for services rendered as a common law employee, including base
      salary, incentive compensation, bonuses, amounts deferred under any
      non−qualified deferred compensation program of OMG or an Affiliate, and
      any elective contributions that are made on behalf of OMG under any plan
      maintained by OMG or an Affiliate and that are not includible in gross
      income under Section 125, 129, 132(f) or 402(e)(3) of the Code, but
      excluding amounts realized from the exercise of stock options and any
      imputed income attributable to any fringe benefit.

            (10) The term "DISABILITY" shall mean the incapacity of the
      Executive due to any medically demonstrable physical or mental condition
      which is incurred while an employee of OMG or an Affiliate and which
      results in the Executive being unable to perform the duties of his most
      recent position with the Affiliated Group and thereafter shall mean such
      continued incapacity so that the Executive is prevented from resuming the
      duties and responsibilities of his most recent position with the
      Affiliated Group or from obtaining a comparable position with another
      employer.

            (11) The term "EXECUTIVE" shall mean James P. Mooney.

            (12) The term "HIGHEST MONTHLY FINAL AVERAGE COMPENSATION" shall
      mean 1/12th of the average of the Compensation of the Executive for any
      three calendar years during the last ten calendar years of his employment
      with the Affiliated Group in which the Executive had the greatest
      Compensation.

            (13) The term "NORMAL RETIREMENT DATE" shall mean the date on which
      the Executive attains 65 years of age.
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            (14) The term "OMG" shall mean OM Group, Inc., its corporate
      successors, and the surviving corporation resulting from any merger of OM
      Group, Inc. with any other corporation or corporations.

            (15) The term "PLAN" shall mean the OM Group, Inc. Supplemental
      Retirement Plan for James P. Mooney as set forth herein with all
      amendments, modifications, and supplements hereafter made.

            (16) The term "PRIMARY SOCIAL SECURITY BENEFIT" shall mean the
      monthly benefit that the Executive would be entitled to receive as a
      primary insurance amount under the U.S. Social Security Act ("Social
      Security"), as amended, and in effect (and at the rate in effect) on the
      January 1 coincident with or next preceding the date his employment with
      the Affiliated Group ceases (regardless of any retroactive changes made by
      legislation enacted after said January 1) under the assumptions described
      below (whether he applies for such benefit or not, and even though he may
      lose part or all of such benefit for any reason). The amount of said
      Primary Social Security Benefit shall be estimated and computed by OMG for
      the purposes of the Plan on the assumption that the Executive shall have
      no further employment or Compensation after the date his employment with
      the Affiliated Group ceases and that his benefit commences at the later of
      his 62nd birthday or the date his employment ceases.

      1.2 CONSTRUCTION. Where necessary or appropriate to the meaning hereof,
the singular shall be deemed to include the plural, the plural to include the
singular, the masculine to include the feminine, and the feminine to include the
masculine.

                                   ARTICLE II

                     SUPPLEMENTAL NORMAL RETIREMENT BENEFITS

      In the event that the Executive terminates his employment with the
Affiliated Group on or after his Normal Retirement Date, he shall be eligible
for a monthly supplemental normal retirement benefit equal to 50% of his Highest
Monthly Final Average Compensation, reduced by (i) his 50% of his Social
Security Benefit; (ii) the actuarial equivalent of the value of the Executive's
account under the OMG Retirement Savings and Profit Sharing Plan (or any
successor plan thereto) as of the day the Executive terminates employment with
the Affiliated Group set forth as a single life annuity; (iii) the actuarial
equivalent of the value of the Executive's account under the OM Group, Inc.
Benefit Restoration Plan (or any successor plan thereto) as of the day the
Executive terminates employment with the Affiliated Group set forth as a single
life annuity; and (iv) the actuarial equivalent of the value of $3,300,000 set
forth in a
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single life annuity. Subject to the provisions of Article V, such benefit shall
commence as of the month next following the month in which the Executive becomes
eligible for a supplemental normal retirement benefit under this Article II.

                                   ARTICLE III

                     SUPPLEMENTAL EARLY RETIREMENT BENEFITS

      In the event that the Executive terminates his employment with the
Affiliated Group after attainment of age 55 but prior to his Normal Retirement
Date, he shall be eligible for a monthly supplemental early retirement benefit
equal to the Accrued Portion of his monthly supplemental normal retirement
benefit on the date of his termination of employment with the Affiliated Group,
reduced by .5% for each full month that commencement of such benefit precedes
his attainment of age 62. Subject to the provisions of Article V, a monthly
supplemental early retirement benefit shall be paid to the Executive commencing
with the month next following the month in which he becomes eligible for a
supplemental early retirement benefit under this Article III.

                                   ARTICLE IV

                        SUPPLEMENTAL DISABILITY BENEFITS

      In the event that the Executive's employment with the Affiliated Group is
terminated due to Disability, he shall be eligible for a monthly supplemental
disability benefit equal to the Accrued Portion of his monthly supplemental
normal retirement benefit on the date of such termination of employment. Subject
to the subsequent provisions of this Article IV and Article V, a monthly
supplemental disability benefit shall be paid to the Executive commencing with
the month next following the month in which he becomes eligible therefor and
shall continue until the earliest of (i) recovery from his Disability; (ii) his
Normal Retirement Date; or (iii) his death. Upon attaining his Normal Retirement
Date, the Executive shall be entitled to receive a monthly supplemental normal
retirement benefit determined in accordance with the provisions of Article II,
based upon his Highest Monthly Final Average Compensation as of the time of the
onset of his Disability and payable in accordance with the provisions of
Articles II and V. Notwithstanding the foregoing, monthly supplemental
disability benefit payments shall terminate, if prior to the Executive's Normal
Retirement Date (i) he engages in any gainful employment or
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occupation, other than for purposes of rehabilitation or purposes not
incompatible with the finding of Disability; or (ii) if it is determined on the
basis of qualified medical evidence that he no longer has a Disability. OMG may,
in its discretion, require the Executive, if he is applying for a monthly
supplemental disability benefit, or is receiving a monthly supplemental
disability benefit, to submit to such medical examinations as it may deem
reasonably necessary; provided, however, that he shall not be required to
undergo any such examination more than once a year. In the event the Executive
refuses to submit to such an examination, his monthly supplemental disability
benefit may be suspended by OMG.

                                    ARTICLE V

                               PAYMENT OF BENEFITS

            5.1 OPTIONAL METHODS OF PAYMENT. Subject to the provisions of
Article VI and subject to the approval of the Committee, the Executive, upon
becoming eligible under the Plan for a supplemental normal or early retirement
benefit may, in lieu of any benefits otherwise payable under the Plan, elect at
least 30 days in advance of his termination date, to receive payment of such
benefit in accordance with any one of the following forms of payment; provided,
however, that in the event that his termination involuntarily occurs prior to 30
days notice, he may make such election within the ten−day period following his
notice of termination.

                  Option A. A reduced monthly supplemental retirement benefit
            payable to the Executive for his lifetime following his termination
            of employment with the continuance of a monthly benefit equal to
            one−half of such reduced amount after his death to his Contingent
            Annuitant during the lifetime of the Contingent Annuitant, provided
            that such Contingent Annuitant is living at the time the Executive's
            benefit commences.

                  Option B. A reduced monthly supplemental retirement benefit
            payable to the Executive for his lifetime following his termination
            of employment with the continuance of a monthly benefit equal to
            three−quarters of such reduced amount after his death to his
            Contingent Annuitant during the lifetime of the Contingent
            Annuitant, provided that such Contingent Annuitant is living at the
            time the Executive's benefit commences.
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                  Option C. A reduced monthly supplemental retirement benefit
            payable to the Executive for his lifetime following his termination
            of employment with the continuance to the person or persons
            designated by him as his Term−Certain Beneficiary of such reduced
            amount after his death for the remainder, if any, of the ten−year
            period commencing with the date as of which the first payment of
            such monthly benefit is made, and with any monthly benefits
            remaining unpaid upon the death of the survivor of the Executive and
            his Term−Certain Beneficiary to be made to the estate of such
            survivor.

                  Option D. A reduced monthly supplemental retirement benefit
            payable to the Executive for his lifetime following his termination
            of employment with the continuance of 50%, 75% or 100% of such
            reduced amount to his designated Beneficiary for a five−year or
            ten−year period after his death, provided such Beneficiary is living
            at the time the Executive's benefit commences.

                  Option E. A reduced monthly supplemental retirement benefit
            payable to the Executive for his lifetime following his termination
            of employment with the continuance of 50%, 75% or 100% of such
            reduced amount to his designated Beneficiary for a five−year or
            ten−year period after his death; provided, however, that in the
            event of the death of such Beneficiary prior to the death of the
            Executive or, if later, the last month of the selected five−year or
            ten−year period, the monthly payments otherwise payable to the
            Beneficiary shall be made to the Contingent Beneficiary designated
            by the Executive.

                  Option F. Any such other form of payment permitted by the
            Committee.

The Contingent Annuitant of the Executive under Option A or B, the Term−Certain
Beneficiary under Option C, or the Beneficiary and Contingent Beneficiary, if
any, under Option D or E shall be any person so designated by the Executive. The
monthly payments to be made under any option set forth above shall be in an
amount or amounts which, on the date of commencement thereof or, if earlier, as
of the Executive's Normal Retirement Date, shall be the actuarial equivalent of
the monthly benefits otherwise payable to the Executive under the Plan, in lieu
of which the option was elected, determined in accordance with the provisions of
Section 10.7. The Executive may revoke or elect to change any option made by him
at any time prior to the end of the 30−day period before commencement of benefit
payments.
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            5.2 EFFECT OF VARIOUS CIRCUMSTANCES UPON AN OPTION. In the event
that the Executive dies before any monthly benefit payment commences under any
option set forth in Section 5.1, his election shall become inoperative and
ineffective, and no payment shall become due to his Contingent Annuitant,
Term−Certain Beneficiary, or Beneficiary under such option. If a Contingent
Annuitant, Term−Certain Beneficiary, or Beneficiary dies prior to the
commencement of any monthly benefit payment to the Executive under such option,
his election shall become inoperative and ineffective and benefit payments, if
any, shall be made under the Plan as if no such election had been made.

            5.3 PAYMENT UNDER AN OPTION. Except in the event of a Change in
Control, a monthly benefit payment under Option A, B, C, D, E, or F shall be
made to the Executive at the same time as the monthly benefit payment otherwise
payable to him under the Plan would have commenced. Monthly benefit payments
which become payable to a Contingent Annuitant of the Executive under Option A
or B shall commence with the month following the month in which the death of the
Executive occurs and shall be payable monthly thereafter during the life of the
Contingent Annuitant, the last payment being for the month in which the death of
the Contingent Annuitant occurs. Monthly benefit payments which become payable
hereunder to a Term−Certain Beneficiary of the Executive under Option C shall
commence with the month following the month in which the death of the Executive
occurs, and the last such monthly payment shall be made for the last month in
the term certain; provided, however, that in the event that any such monthly
payments become payable to the estate of any person or to a trust, a lump−sum
amount shall be paid to such estate or trust in lieu thereof. Such lump−sum
amount shall be equal to the present actuarial value of the aggregate monthly
payments otherwise payable to such estate or trust in accordance with the
provisions of Section 10.7. Monthly benefit payments which become payable
hereunder to a Beneficiary of the Executive under Option E shall commence with
the month following the month in which the death of the Executive occurs and the
last such monthly payment shall be made for the last month in the term of such
benefit elected by the Executive.

            5.4 CESSATION OF PAYMENTS DUE TO COMPETITION. Except in the event of
a Change of Control, each payment of monthly supplemental retirement benefits
under the Plan to the Executive shall be subject to the condition that the
Executive has not engaged in Competition with the Affiliated Group, as defined
in Section 5.5 below, at any time prior to the date of such payment.
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            5.5 COMPETITION. Competition for purposes of the Plan shall mean
assuming an ownership position or a position as an employee, consultant, agent,
or director with a business engaged in the manufacture, processing, purchase,
sale, design, or distribution of the same products manufactured, sold, designed,
or distributed by an Affiliate during the calendar year prior to the date of
termination of the Executive's employment; provided, however, that in no event
shall ownership of less than two percent of the outstanding capital stock
entitled to vote for the election of directors of a corporation with a class of
equity securities held of record by more than 500 persons in itself be deemed
Competition; and provided further, that all of the following events shall have
taken place:

                  (i) The Committee shall have given written notice to the
            Executive that, in the opinion of the Committee, the Executive is
            engaged in Competition within the meaning of the foregoing
            provisions of this Section 5.5, specifying the details thereof;

                  (ii) The Executive shall have been given a reasonable
            opportunity, upon receipt of such notice, to appear before and to be
            heard by the Committee with respect to his views regarding the
            opinion of the Committee that the Executive engaged in competition;

                  (iii) The Committee shall have given written notice to the
            Executive that the Committee determined that the Executive is
            engaged in Competition; and

                  (iv) The Executive neither shall have ceased to engage in such
            Competition within 30 days from his receipt of notice of such
            determination nor shall have taken all reasonable steps to that end
            during such 30−day period and thereafter.

                                   ARTICLE VI

                                CHANGE IN CONTROL

            In the event of a Change of Control and regardless of any age
requirement otherwise applicable under the Plan as well as the provisions of
Sections 5.4 and 5.5, the Executive shall be eligible to receive a monthly
supplemental retirement benefit equal to the Accrued Portion of his monthly
supplemental normal retirement benefit determined in accordance with the
provisions of Article II. Such monthly supplemental retirement benefit shall be
paid as a straight life annuity unless one of the optional payment forms
described in Section 5.1 of the Plan is applicable.
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                                   ARTICLE VII

                                 DEATH BENEFITS

            7.1 DESIGNATION OF BENEFICIARY. The Executive may designate a
Beneficiary to whom death benefits determined in accordance with the provisions
of Section 7.2 may be payable. In the event the Executive does not designate a
Beneficiary or the designated Beneficiary of the Executive does not survive the
Executive, then the Beneficiary of the Executive shall be the estate of such the
Executive. If any Beneficiary designated hereunder dies after becoming entitled
to receive a distribution from the Plan and before such distribution is made to
him in full, and if no other person or persons have been designated to receive
such distribution upon the happening of such contingency, the estate of such
deceased Beneficiary shall become the Beneficiary as to such distribution.

            7.2 DEATH BENEFIT. Upon the death of the Executive prior to the
commencement of supplemental normal or early retirement benefits under the Plan,
the Beneficiary of such the Executive shall receive the present actuarial
equivalent of the Accrued Portion of the Executive's supplemental normal
retirement benefit as of the date of his death. Such benefits shall be paid in a
single sum or in a series of installment payments over a period not in excess of
five years as selected by the Committee.

                                  ARTICLE VIII

                                 ADMINISTRATION

            8.1 AUTHORITY OF THE COMMITTEE. The Committee shall be responsible
for the general administration of the Plan, for carrying out the provisions
hereof, and for making, or causing a grantor trust to make, any required
supplemental benefit payments under the Plan. The Committee shall have all such
powers as may be necessary to carry out the provisions of the Plan, including
the power to determine all questions relating to eligibility for and the amount
of any supplemental retirement benefit and all questions pertaining to claims
for benefits and procedures for claim review; to resolve all other questions
arising under the Plan, including any questions of construction; and to take
such further action as the Committee shall deem advisable in the administration
of the Plan. The Committee may delegate any of its powers, authorities, or
responsibilities for the operation and administration of the Plan to any person
or committee so
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designated in writing by it and may employ such attorneys, agents, and
accountants as it may deem necessary or advisable to assist it in carrying out
its duties hereunder. The actions taken and the decisions made by the Committee
hereunder shall be final and binding upon all interested parties.

            8.2 CLAIMS PROCEDURE. If a claim for benefits under the Plan is
denied in whole or in part by the Committee, the Executive or his Beneficiary,
as the case may be, shall be notified in writing within 90 days of filing of the
claim with the Committee of (i) the specific reasons of such denial, (ii) the
pertinent Plan provisions on which the denial is based, (iii) any additional
material or information necessary for the Executive or Beneficiary to perfect
his claim (with an explanation as to the reason such material or information is
necessary), and (iv) further steps which the Executive or Beneficiary can take
in order to have his claim reviewed (including a statement that the Executive or
his duly authorized representative may review Plan documents and submit issues
and comments regarding the claim to the Committee). If the Executive or
Beneficiary wishes further consideration of his position, he may request a
review of his claim by filing a written request with the Committee within 90
days after receipt of the written notification provided for in the preceding
sentence. Any request for such a review may, but need not, include a request for
a hearing on the claim by the Board. If such a hearing is requested, it will be
held within 30 days after the receipt of such request for review. A final
decision on the claim shall be made by the Board and communicated to the
Executive or Beneficiary within 60 days after the receipt of the request for
review; provided, however, that if a hearing has been requested, the Board may
extend said 60 day period by up to 30 additional days. Written notice of any
such extension shall be furnished to the Executive or Beneficiary prior to the
commencement of the extension. The final decision hereunder shall be
communicated in writing to the Executive or Beneficiary with a statement of the
specific reasons for any denial and the pertinent Plan provisions on which any
such denial is based. If a final decision on review is not furnished to the
Executive or Beneficiary within the required time period, the claim shall be
deemed to be denied on review.

                                   ARTICLE IX

                            AMENDMENT AND TERMINATION

            The Company reserves the right to amend or terminate the Plan at any
time by action of the Board; provided, however, that no such action shall
adversely affect the Executive or a Contingent Annuitant, Term−Certain
Beneficiary, or Beneficiary who is receiving, or who is eligible
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to receive benefits under the Plan, unless an equivalent benefit is provided
under another plan sponsored by the Company.

                                    ARTICLE X

                                  MISCELLANEOUS

            10.1 NON−ALIENATION OF BENEFITS. No benefit under the Plan shall at
any time be subject in any manner to alienation or encumbrance. If the Executive
or his Contingent Annuitant, Term−Certain Beneficiary, or Beneficiary shall
attempt to, or shall, alienate or in any way encumber his rights or benefits
under the Plan, or any part thereof, or if by reason of his bankruptcy or other
event happening at any time any such benefits would otherwise be received by
anyone else or would not be enjoyed by him, his interest in all such benefits
shall automatically terminate and the same shall be held or applied to or for
the benefit of such person, his spouse, children, or other dependents as the
Committee may select.

            10.2 PAYMENT OF BENEFITS TO OTHERS. If the Executive or his
Contingent Annuitant, Term−Certain Beneficiary, or Beneficiary to whom a benefit
is payable under the Plan is unable to care for his affairs because of illness
or accident, any payment due (unless prior claim therefor shall have been made
by a duly qualified guardian or other legal representative) may be paid to the
spouse, parent, brother, sister, adult child, or any other individual deemed by
the Committee to be maintaining or responsible for the maintenance of such
person. Any payment made in accordance with the provisions of this Section 10.2
shall be a complete discharge of any liability of the Plan with respect to the
benefit so paid.

            10.3 PLAN NON−CONTRACTUAL. Nothing herein contained shall be
construed as a commitment or agreement on the part of the Executive to continue
his employment with the Company, and nothing herein contained shall be construed
as a commitment on the part of the Company to continue the employment or the
annual rate of compensation of the Executive for any period and the Executive
shall remain subject to discharge to the same extent as if the Plan had never
been established.

            10.4 TRUST. In order to provide a source of payment for its
obligations under the Plan, the Company may establish a grantor trust.

            10.5 INTEREST OF THE EXECUTIVE. The obligation of the Company under
the Plan to provide the Executive with supplemental retirement benefits and
supplemental disability benefits
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constitutes the unsecured promise of the Company to make payments as provided
herein, and no person shall have any interest in, or a lien or prior claim upon,
any property of the Company.

            10.6 CLAIMS OF OTHER PERSONS. The provisions of the Plan shall in no
event be construed as giving any person, firm or corporation any legal or
equitable right against the Company, its officers, employees, or directors,
except any such rights as are specifically provided for in the Plan or are
hereafter created in accordance with the terms and provisions of the Plan.

            10.7 ACTUARIAL FACTORS. Actuarially equivalent benefits under the
Plan shall be determined using the applicable interest rate and applicable
mortality rate specified under Section 417(e)(3) of the Code for the January
immediately preceding the month in which the benefit under the Plan is to
commence.

            10.8 SEVERABILITY. The invalidity or unenforceability of any
particular provision of the Plan shall not affect any other provision hereof,
and the Plan shall be construed in all respects as if such invalid or
unenforceable provision were omitted herefrom.

            10.9 GOVERNING LAW. The provisions of the Plan shall be governed and
construed in accordance with the laws of the State of Ohio.

      Executed at Cleveland, Ohio, this ________________ day of ______________,
2004.

                                                OM GROUP, INC.

                                                By:__________________________
                                                   Title:
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Computation of Ratio of Earnings to Fixed Charges                   Exhibit 12
(all amounts except ratios are shown in millions)

                                                                                          Year Ended December 31,
                                                           −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                                                         Restated    Restated    Restated     Restated
                                                           −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                                               2003        2002        2001        2000         1999
                                                           −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

Income (loss) from continuing operations before
  income taxes and minority interest losses                     $ (42.7)    $(132.5)    $ (14.2)     $ 26.3          5.4

Less: Equity in earnings of 50%−or−less owned
  companies                                                        (1.1)       (0.5)        0.2           −            −

Add: Fixed charges net of capitalized interest                     47.5        46.2        35.1        43.7         20.1

Add: Amortization expense of previously capitalized
   interest                                                         1.3         1.1         0.4         0.1            −
                                                           −−−−−−−−−−−− −−−−−−−−−−− −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−

Total earnings                                                      5.0       (85.7)       21.5        70.1         25.5

Fixed charges                                                      47.9        48.8        40.0        45.5         20.6

Ratio of earnings to fixed charges                              (a)         (a)         (a)             1.5          1.2

(a) − Earnings were inadequate to cover fixed charges by $42.9 million, $134.5
      million, and $18.5 million in 2003, 2002 and 2001, respectively.

</TEXT>
</DOCUMENT>



                                                                      EXHIBIT 18

March 28, 2005

Mr. R. Louis Schneeberger 
Chief Financial Officer 
OM Group, Inc.
127 Public Square
1500 Key Tower
Cleveland, Ohio 44114−1221

Dear Mr. Schneeberger:

Note C of the notes to the consolidated financial statements of the OM Group,
Inc. included in its annual report on Form 10−K for the year ended December 31
2003 describes a change in the method of accounting for certain inventory from
the last−in, first−out (LIFO) method to the first−in, first−out (FIFO) method.
There are no authoritative criteria for determining a preferable inventory
method based on the particular circumstances; however, we conclude that such
change in the method of accounting is to an acceptable alternative method which,
based on your business judgment to make this change and for the stated reasons,
is preferable in your circumstances.

                                                     Very truly yours,

                                                     /s/ ERNST & YOUNG LLP

                                                     Ernst & Young LLP
</TEXT>
</DOCUMENT>
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                                                                   Exhibit 21

                                                                 JURISDICTION OF
NAME OF SUBSIDIARY                                               ORGANIZATION

Fidelity Chemical Products Malaysia SDN.BHD                      Malaysia
OM Holdings, Inc.                                                Delaware
OMG Americas, Inc.                                               Ohio
OMG Asia−Pacific Co., Ltd.                                       Taiwan
OMG Belleville, Limited                                          Canada
OMG Europe GmbH                                                  Germany
OMG Fidelity, Inc.                                               Delaware
OMG Finland Oy                                                   Finland
OMG Harjavalta Chemicals Holding BV                              Netherlands
OMG Harjavalta Nickel Oy                                         Finland
OMG Japan, Inc.                                                  Japan
OMG Jett, Inc.                                                   Ohio
OMG Kokkola Chemicals Holding BV                                 Netherlands
OMG Kokkola Chemicals Oy                                         Finland
OMG Chemicals Pte, Ltd.                                          Singapore
OMG Thailand Co., Ltd.                                           Thailand
OMG Vasset, S.A.                                                 France
Harko CV                                                         Netherlands
Groupement Pour Le Traitement Du teril De Lubumbashi (55%)       Jersey
Societe De Traitement du Terril De Lubumbashi (55%)              DRC
OMG Cawse Pty Ltd.                                               Australia
OMG U.K. Limited                                                 United Kingdom
OMG KG Holdings, Inc.                                            Delaware

</TEXT>
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                                                                      EXHIBIT 23

            Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the following Registration
Statements of our report dated March 28, 2005, with respect to the consolidated
financial statements and schedule of OM Group, Inc. and subsidiaries included
in the Annual Report (Form 10−K) for the year ended December 31, 2003:

Registration
  Statement                               Description                                Filing Date
−−−−−−−−−−−−               −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−             −−−−−−−−−−−−−−−−

33−74674                   OM Group, Inc. Long Term Incentive                     January 27, 1995
                           Compensation Plan − Form S−8 Registration
                           Statement − 1,015,625 Shares

333−07529                  OMG Americas, Inc. Employees' Profit                   July 3, 1996
                           Sharing Plan − Form S−8 Registration
                           Statement − 250,000 Shares

333−07531                  OM Group, Inc. Non−Employees Directors'                July 3, 1996
                           Equity Plan − Form S−8 Registration
                           Statement − 250,000 Shares

333−47230                  OM Group, Inc. 1998 Long−Term Incentive                October 3, 2000
                           Compensation Plan − Form S−8 Registration
                           Statement − 2,000,000 Shares

333−65852                  OM Group, Inc. 1998 Long−Term Incentive                July 25, 2001
                           Compensation Plan − Form S−8 Registration
                           Statement − 2,000,000 Shares

                                                           /s/ ERNST & YOUNG LLP

Cleveland, Ohio
March 28, 2005
</TEXT>
</DOCUMENT>



                                                                      EXHIBIT 24

                                POWER OF ATTORNEY

         The undersigned director of OM Group, Inc. (the "Company"), a Delaware
corporation, which anticipates filing with the Securities and Exchange
Commission, Washington, D.C., under the provisions of the Securities Exchange
Act of 1934, as amended, an Annual Report on Form 10−K for the Company's fiscal
year ended December 31, 2003, hereby constitutes and appoints R. LOUIS
SCHNEEBERGER and CAROLYN J. BULLER, and each of them, with full power of
substitution and resubstitution, as attorneys or attorney to sign for the
undersigned and in his or her name, place and stead, as director of said
Company, said Annual Report and any and all amendments and exhibits thereto, and
any and all applications and documents to be filed with the Securities and
Exchange Commission pertaining to such Annual Report, with full power and
authority to do and perform any and all acts and things whatsoever requisite,
necessary or advisable to be done in the premises, as fully and for all intents
and purposes as the undersigned could do if personally present, hereby approving
the acts of said attorneys, and each of them and any such substitute.

         IN WITNESS WHEREOF, this Power of Attorney has been signed this 14th
day of January, 2005.

                                                /s/ Lee R. Brodeur
                                             −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                             Lee R. Brodeur



                                POWER OF ATTORNEY

         The undersigned director of OM Group, Inc. (the "Company"), a Delaware
corporation, which anticipates filing with the Securities and Exchange
Commission, Washington, D.C., under the provisions of the Securities Exchange
Act of 1934, as amended, an Annual Report on Form 10−K for the Company's fiscal
year ended December 31, 2003, hereby constitutes and appoints R. LOUIS
SCHNEEBERGER and CAROLYN J. BULLER, and each of them, with full power of
substitution and resubstitution, as attorneys or attorney to sign for the
undersigned and in his or her name, place and stead, as director of said
Company, said Annual Report and any and all amendments and exhibits thereto, and
any and all applications and documents to be filed with the Securities and
Exchange Commission pertaining to such Annual Report, with full power and
authority to do and perform any and all acts and things whatsoever requisite,
necessary or advisable to be done in the premises, as fully and for all intents
and purposes as the undersigned could do if personally present, hereby approving
the acts of said attorneys, and each of them and any such substitute.

         IN WITNESS WHEREOF, this Power of Attorney has been signed this 10th
day of January, 2005.

                                                /s/ Frank Butler
                                             −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                             Frank Butler



                                POWER OF ATTORNEY

         The undersigned director of OM Group, Inc. (the "Company"), a Delaware
corporation, which anticipates filing with the Securities and Exchange
Commission, Washington, D.C., under the provisions of the Securities Exchange
Act of 1934, as amended, an Annual Report on Form 10−K for the Company's fiscal
year ended December 31, 2003, hereby constitutes and appoints R. LOUIS
SCHNEEBERGER and CAROLYN J. BULLER, and each of them, with full power of
substitution and resubstitution, as attorneys or attorney to sign for the
undersigned and in his or her name, place and stead, as director of said
Company, said Annual Report and any and all amendments and exhibits thereto, and
any and all applications and documents to be filed with the Securities and
Exchange Commission pertaining to such Annual Report, with full power and
authority to do and perform any and all acts and things whatsoever requisite,
necessary or advisable to be done in the premises, as fully and for all intents
and purposes as the undersigned could do if personally present, hereby approving
the acts of said attorneys, and each of them and any such substitute.

         IN WITNESS WHEREOF, this Power of Attorney has been signed January 11,
2005.

                                                /s/ John E. Mooney
                                             −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                             John E. Mooney



                                POWER OF ATTORNEY

         The undersigned director of OM Group, Inc. (the "Company"), a Delaware
corporation, which anticipates filing with the Securities and Exchange
Commission, Washington, D.C., under the provisions of the Securities Exchange
Act of 1934, as amended, an Annual Report on Form 10−K for the Company's fiscal
year ended December 31, 2003, hereby constitutes and appoints R. LOUIS
SCHNEEBERGER and CAROLYN J. BULLER, and each of them, with full power of
substitution and resubstitution, as attorneys or attorney to sign for the
undersigned and in his or her name, place and stead, as director of said
Company, said Annual Report and any and all amendments and exhibits thereto, and
any and all applications and documents to be filed with the Securities and
Exchange Commission pertaining to such Annual Report, with full power and
authority to do and perform any and all acts and things whatsoever requisite,
necessary or advisable to be done in the premises, as fully and for all intents
and purposes as the undersigned could do if personally present, hereby approving
the acts of said attorneys, and each of them and any such substitute.

         IN WITNESS WHEREOF, this Power of Attorney has been signed January 10,
2005.

                                                /s/ Katharine L. Plourde
                                             −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                             Katharine L. Plourde



                                POWER OF ATTORNEY

         The undersigned director of OM Group, Inc. (the "Company"), a Delaware
corporation, which anticipates filing with the Securities and Exchange
Commission, Washington, D.C., under the provisions of the Securities Exchange
Act of 1934, as amended, an Annual Report on Form 10−K for the Company's fiscal
year ended December 31, 2003, hereby constitutes and appoints R. LOUIS
SCHNEEBERGER and CAROLYN J. BULLER, and each of them, with full power of
substitution and resubstitution, as attorneys or attorney to sign for the
undersigned and in his or her name, place and stead, as director of said
Company, said Annual Report and any and all amendments and exhibits thereto, and
any and all applications and documents to be filed with the Securities and
Exchange Commission pertaining to such Annual Report, with full power and
authority to do and perform any and all acts and things whatsoever requisite,
necessary or advisable to be done in the premises, as fully and for all intents
and purposes as the undersigned could do if personally present, hereby approving
the acts of said attorneys, and each of them and any such substitute.

         IN WITNESS WHEREOF, this Power of Attorney has been signed January 11,
2005.

                                                /s/ William J. Reidy
                                             −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                             William Reidy



                                POWER OF ATTORNEY

         The undersigned director of OM Group, Inc. (the "Company"), a Delaware
corporation, which anticipates filing with the Securities and Exchange
Commission, Washington, D.C., under the provisions of the Securities Exchange
Act of 1934, as amended, an Annual Report on Form 10−K for the Company's fiscal
year ended December 31, 2003, hereby constitutes and appoints R. LOUIS
SCHNEEBERGER and CAROLYN J. BULLER, and each of them, with full power of
substitution and resubstitution, as attorney or attorneys to sign for the
undersigned and in his or her name, place and stead, as director of said
Company, said Annual Report and any and all amendments and exhibits thereto, and
any and all applications and documents to be filed with the Securities and
Exchange Commission pertaining to such Annual Report, with full power and
authority to do and perform any and all acts and things whatsoever requisite,
necessary or advisable to be done in the premises, as fully and for all intents
and purposes as the undersigned could do if personally present, hereby approving
the acts of said attorneys, and each of them and any such substitute.

         IN WITNESS WHEREOF, this Power of Attorney has been signed January 10,
2005.

                                                /s/ Markku Toivanen
                                             −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                             Markku Toivanen

</TEXT>
</DOCUMENT>



                                                                    Exhibit 31.1

                                  CERTIFICATION

I, Frank E. Butler, certify that:

      1.    I have reviewed this report on Form 10−K of OM Group, Inc.;

      2.    Based on my knowledge, this report does not contain any untrue
            statement of a material fact or omit to state a material fact
            necessary to make the statements made, in light of the circumstances
            under which such statements were made, not misleading with respect
            to the period covered by this report;

      3.    Based on my knowledge, the financial statements, and other financial
            information included in this report, fairly present in all material
            respects the financial condition, results of operations and cash
            flows of the registrant as of, and for, the periods presented in
            this report;

      4.    The registrant's other certifying officer and I are responsible for
            establishing and maintaining disclosure controls and procedures (as
            defined in Exchange Act Rules 13a−15(e) and 15d−15(e)) for the
            registrant and have:

            a)    designed such disclosure controls and procedures, or caused
                  such disclosure controls and procedures to be designed under
                  our supervision, to ensure that material information relating
                  to the registrant, including its consolidated subsidiaries, is
                  made known to us by others within those entities, particularly
                  during the period in which this report is being prepared;

            b)    paragraph omitted pursuant to SEC Release Nos. 33−8238 and
                  34−47986;

            c)    evaluated the effectiveness of the registrant's disclosure
                  controls and procedures and presented in this report our
                  conclusions about the effectiveness of the disclosure controls
                  and procedures, as of the end of the period covered by this
                  report based on such evaluation; and

            d)    disclosed in this report any change in the registrant's
                  internal control over financial reporting that occurred during
                  the registrant's most recent fiscal quarter that has
                  materially affected, or is reasonably likely to materially
                  affect the registrant's internal control over financial
                  reporting; and

      5.    The registrant's other certifying officer and I have disclosed,
            based on our most recent evaluation of internal control over
            financial reporting, to the registrant's auditors and the audit
            committee of registrant's board of directors (or persons performing
            the equivalent functions):



            a)    all significant deficiencies and material weaknesses in the
                  design or operation of internal control over financial
                  reporting which are reasonably likely to adversely affect the
                  registrant's ability to record, process, summarize and report
                  financial information; and

            b)    any fraud, whether or not material, that involves management
                  or other employees who have a significant role in the
                  registrant's internal control over financial reporting.

Date: March 30, 2005

                                   /s/ Frank E. Butler
                                   −−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
                                   Frank E. Butler
                                   Chairman and Interim Chief Executive Officer
</TEXT>
</DOCUMENT>



                                                                    Exhibit 31.2

                                  CERTIFICATION

I, R. Louis Schneeberger, certify that:

      1.    I have reviewed this report on Form 10−K of OM Group, Inc.;

      2.    Based on my knowledge, this report does not contain any untrue
            statement of a material fact or omit to state a material fact
            necessary to make the statements made, in light of the circumstances
            under which such statements were made, not misleading with respect
            to the period covered by this report;

      3.    Based on my knowledge, the financial statements, and other financial
            information included in this report, fairly present in all material
            respects the financial condition, results of operations and cash
            flows of the registrant as of, and for, the periods presented in
            this report;

      4.    The registrant's other certifying officer and I are responsible for
            establishing and maintaining disclosure controls and procedures (as
            defined in Exchange Act Rules 13a−15(e) and 15d−15(e)) for the
            registrant and have:

            a)    designed such disclosure controls and procedures, or caused
                  such disclosure controls and procedures to be designed under
                  our supervision, to ensure that material information relating
                  to the registrant, including its consolidated subsidiaries, is
                  made known to us by others within those entities, particularly
                  during the period in which this report is being prepared;

            b)    paragraph omitted pursuant to SEC Release Nos. 33−8238 and
                  34−47986;

            c)    evaluated the effectiveness of the registrant's disclosure
                  controls and procedures and presented in this report our
                  conclusions about the effectiveness of the disclosure controls
                  and procedures, as of the end of the period covered by this
                  report based on such evaluation; and

            d)    disclosed in this report any change in the registrant's
                  internal control over financial reporting that occurred during
                  the registrant's most recent fiscal quarter that has
                  materially affected, or is reasonably likely to materially
                  affect the registrant's internal control over financial
                  reporting; and

      5.    The registrant's other certifying officer and I have disclosed,
            based on our most recent evaluation of internal control over
            financial reporting, to the registrant's auditors and the audit
            committee of registrant's board of directors (or persons performing
            the equivalent functions):



            a)    all significant deficiencies and material weaknesses in the
                  design or operation of internal control over financial
                  reporting which are reasonably likely to adversely affect the
                  registrant's ability to record, process, summarize and report
                  financial information; and

            b)    any fraud, whether or not material, that involves management
                  or other employees who have a significant role in the
                  registrant's internal control over financial reporting.

Date: March 30, 2005

                                                       /s/ R. Louis Schneeberger
                                                       −−−−−−−−−−−−−−−−−−−−−−−−−
                                                       R. Louis Schneeberger
                                                       Chief Financial Officer
</TEXT>
</DOCUMENT>



                                                                      Exhibit 32

      CERTIFICATION PURSUANT TO 18 U.S.C. SEC. 1350, AS ADOPTED PURSUANT TO
                   SEC. 906 OF THE SARBANES−OXLEY ACT OF 2002

In connection with the filing with the Securities and Exchange Commission of the
Annual Report on Form 10−K of OM Group, Inc. (the "Company") for the year ended
December 31, 2003 (the "Report"), each of the undersigned officers of the
Company certifies, pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Sec.
906 of the Sarbanes−Oxley Act of 2002, that:

      (1)   The Report fully complies with the requirements of Section 13(a) or
            15(d) of the Securities Exchange Act of 1934, as amended; and

      (2)   The information contained in the Report fairly presents, in all
            material respects, the financial condition and results of operations
            of the Company.

Dated: March 30, 2005

/s/ Frank E. Butler
−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−−
Frank E. Butler
Chairman and Interim Chief Executive Officer

/s/ R. Louis Schneeberger
−−−−−−−−−−−−−−−−−−−−−−−−−
R. Louis Schneeberger
Chief Financial Officer
</TEXT>
</DOCUMENT>
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