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OM Group, Inc. (NYSE: OMG) is a diversified global developer,
producer and marketer of value-added specialty chemicais
and advanced materials that are essential to complex chemi-

cal and industrial processes. Key technology-based end-use

applications include affordable energy, portable power, clean

air, clean water, and proprietary products and services for the
microelectronics industry. Headquartered in Cleveland, Ohio,
oM Group operates manufacturing facilities in the Americas,

Europe, Asia and Africa.

Answering Your Questions

We encourage you to look “Inside OMG” to learn more about our current business focus, competi-

tive advantages and growth opportunities. To further enhance your understanding and appreciation
for the OMG story and in the spirit of being forthright and transparent, we are using this year’s an-

nual report to answer directly some of the questions we have received recently from stakeholders.

Starting on page 3, please read the interview with Chairman and CEO Joe Scaminace in which he
addresses your guestions.
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car Fellow Shareholders

Thanks to the strength of our business and
the soundness of our growth strategy, we
were able to deliver solid financial and
operational performance in 2008 despite the
chaos that engulfed markets around the world.
We successfully integrated acquisitions in-our
coatings and electronic chemicals businesses,
met critical objectives for operational excellence
and safety performance, and ended the year
with a healthy level of cash on the balance
sheet and essentially no debt.

2008 Results

In 2008, sales reached $1.7 billion, a 70 per-
cent increase over the prior year. This top-line
growth was directly attributable to higher prod-
uct selling prices, acquisitions, increased co-
balt metal resale revenue and volume growth.
In addition, cash flow improved significantly,
and we ended the year with a cash balance of
$245 million.

In 2008, we began to realize the enabling
potential of our successful acquisition of
Rockwood Holdings’ electronics businesses.
During the year, we were able to optimize our
electronic chemicals business and expand
into the global printed circuit board and
semiconductor markets. In addition, we have
fully integrated Borchers into the coatings
business of our Specialty Chemicals segment.

Joseph M. Scaminace Chairman and Chief Executive Officer

~ These are examples of the type of transfor-

mational and tactical acquisitions that we
continue to pursue.

| am also pleased o report that in 2008 we
achieved significant improvements in safety
performance. Our incidence rate of lost-time
accidents fell 74 percent, with many of our
operating locations achieving no lost-time
accidents. Such success is the result of our
strong focus on safety awareness, accident
prevention and injury management, and re-
flects significant progress toward implementing
a sustainable safety culture.
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Make no mistake, 2008 came with formidable
challenges unlike any we have seen in
recent memory. Like most chemical com-
panies, we endured severe deterioration in
end market demand in the fourth quarter. In
addition, starting in the second quarter, we
experienced a precipitous decline in cobalt
prices — which fell as much as 80 percent
from their all-time high in early 2008. These
two macroeconomic factors led to an oper-
ating loss in the fourth quarter.

To mitigate the impact of these new reali-
ties, we are moving aggressively to reduce
discretionary spending and conserve the
company’s financial resources. We are
confident that these moves, along with our
financial flexibility, will position us to weather
the near-term uncertainties and continue to
transform and profitably grow our business -
for long-term success. ‘

Perspective on 2009

In our new fiscal yeaf, we continue to
experience very Challenging business
conditions characterized by weak end
market demand that will likely limit our
near-term results. In response to this envi-
ronment, we are managing our business
accordingly by reducing spending across
the organization and reprioritizing our capital
plans to focus on only the most critical
projects that offer the highest returns in the
near term. We entered fiscal 2009 with
excellent financial flexibility, including strong
cash flow, little debt and ample liquidity, and
we intend to leverage that position through
the economic slowdown.

At the same time, we remain steadfastly
focused on successfully executing our strat-
egy, including continued product innovation
as well as tactical and strategic acquisitions.
Our recent acquisitions have performed very
well, and our geographic and end market di-
versity has become even more vital in these
difficult times. Despite the extremely chal-
lenging environment, we remain committed
to transforming this company and realizing
the benefits of our strategy.

The people of OM Group — our experienced
management team, dedicated employees
and insightful board members — are reacting
well to the rapid changes that are affecting
us in the context of the world economy, and
give me the confidence that we can con-
tinue to profitably transform our organization
now and as the economy improves. To help
you see what | see every day at OM Group,
| invite you to look “Inside OMG” on the fol-
lowing pages in which we address many of
the questions our stakeholders have asked
us during the year.

On behalf of our Board of Directors and
the men and women around the world who
make OMG the company it is today, | thank
you for your continued support.

Sincerely,

Joseph M. Scaminace
Chairman and Chief Executive Officer
March 31, 2009



Interview with Chairman
and CEO Joe Scaminace

_ How do you view OM Gre
 performance in 20087

Through the first nine months of the year, we were on target to
achieve record net sales, gross profit, operating income and
several other measures. In addition, we successfully completed
the integration of our coatings and electronic technologies acqui-
sitions, expanding our presence in several end markets. In any
other year, results like these would be cause for celebration.

While we were hopeful that our volumes would hold up through
year-end, they did not, as we - like so many others — faced rap-
idly deteriorating end-market conditions during the last quarter
of 2008. In addition to :volume being down, cobalt prices fell over
70 percent during the fourth quarter and resulted in lower selling
prices for our products.

The good news is, despite the last quarter, we were able to
generate significant cash flow from operations and keep our debt
level low. Additionally, in response to lower demand, we have
established clear cost-cutting goals that will deliver real benefits
in 2009. These efforts create significant financial flexibility for the
company, and we expect that flexibility will be very important in
managing the business-through the economic uncertainty ahead.
Our goal is to emerge from this current economic downturn
stronger and ready to capitalize on the market recovery when it
occurs. Our balance sheet, the highly variable nature of our cost

- structure and the cost containment actions we have put in place
will help us reach this goal.




Yes, given our experience in 2008, we have validated that

our strategy is working. The road to success, which we have
defined as delivering sustainable and profitable volume growth
and consistent financial performance, depends on three things:

First, it’s our ability to leverage our existing competencies,
such as our leadership position in the cobalt market and the
development of mixed-metal battery precursors.

Second, we need to expand into adjacent markets-both geo-
graphically and technically, including our enhanced coatings
product line and additional strength in electronics such as the
printed circuit board market.

Third, we must build on our growth platform in electronic
chemicals and enter adjacent industries (e.g. semiconduc-
tors) — which fit within our current technologies and expand our
market access.

We believe we are in a sound position to continue to execute
against this strategy, even during these difficult times. The day-
to-day implementation requires a high degree of flexibility and
discipline. Our strategy and resolve to achieve our goals remain
unchanged. We believe these goals are essential for attracting
new investors and building long-term shareholder value.

Let me add that in terms of creating shareholder value, we have
a lot of oplions available to us — options created by the strength
of our balance sheet. While all options are continually reviewed
and evaluated, it is our belief that pursuing profitable growth
opportunities through strategic acquisitions and partnerships
offers the best route to creating long-term shareholder value.

A
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In 2008, we successfully integrated the acquisitions of the Rock-
wood electronic chemicals businesses and specialty coatings
additive manufacturer Borchers. In both cases, the integration
resulted in access to new or expanded markets and customers,
greater emphasis on operating efficiencies, integrated information
systems and experienced management teams. With this success
as a backdrop, we have a solid template from which to work as
we secure future deals and begin the integration process.

While the pace of acquisition activity slowed in 2008, our resolve
has remained firm. Even before the financial crisis hit home in
2008, we had the discipline to walk away from deals that we felt
did not provide the right level of value. Hindsight suggests we
made the right decisions.




With the rapid decline in the global economy and the freezing of credit
markets, there has been a significant cooling in the overall deal flow
— particularly in the markets of greatest interest to us, which include
electronic chemicals and materials, portable power, and advanced
materials. We believe there are still good opportunities, and we are
strongly positioned with significant cash, minimal debt and a clean
balance sheet to pursue those opportunities. We will demonstrate
patience and diligence in our approach to ensure any acquisition
truly adds value for our shareholders.

We are proud of the progress, but there is much more we can
achieve. For us, satisfaction comes from not just doing the right
things, but realizing the financial and strategic benefits of those
activities. We are focused on results, and on transforming the
business model so that in the future we will be able to provide
the investment community with a more meaningful outlook and
expectations on key performance metrics.

In terms of key indicators of our progress, two factors in par-
ticular stand out. First, I look at how well we have integrated
our acquisitions to make sure we do what we say we're going
to do and capture the full value of those transactions. From the
Borchers acquisition, we significantly enhanced our coatings
technology capabilities, and we are now selling those materi-
als in Europe and also tailoring this technology for the North
American market. The acquisition of Rockwood’s electronic
chemicals business enabled us to expand our presence in the
global printed circuit board and semiconductor markets, which,
despite the current dramatic decline in demand, have solid
long-term growth prospects.

The second factor is the progress we have made in operational
excellence. Our actions to shorten our supply chain and in-
crease the stability and diversity of our cobalt raw material feed
sources have enabled us to manage through volatile cobalt
prices. At the same time, we have also seen increasing contri-
butions from other parts of our business portfolio that have no
exposure to cobalt price volatility. We continue to focus on ef-
ficiency, productivity and cost containment. When we saw that
end market demand would be low at the beginning of 2009,

we implemented a salary and hiring freeze, reprioritized capital
spending, and cut discretionary spending to complement our
variable cost structure. Our business is stronger, more diversi-
fied and performance-driven because we have improved the
way we manage it overall.




The biggest challenge we face right now is the global reces-
sion and preparing for the timing and size of the economic
recovery. How fast will it turn and then maybe take off again?
Timing is everything. While there is very little visibility into
future end market demand, we harbor no illusion that market
demand will suddenly reappear overnight.

We believe that many of the current challenges are also
opportunities. For example, given the important role of acqui-
sitions in our strategy, our growth plans have been impacted
by the tight credit markets. On the other hand, we believe
the extremely challenging environment is causing some
companies in our industry to critically evaluate their portfolios
and consider divesting businesses 1o restructure their busi-
ness or meet funding obligations. We continue to evaluate
opportunities, and where the situation is right, the buyer’s
market may enable us to move forward on a deal that might
not have happened during better economic times. Plus, our
balance sheet provides opportunities that are not available to
others in our industry.

Our ability to leverage a supply chain that stretches from the
Democratic Republic of Congo and Russia is also noteworthy.
The fact is cobalt is found in difficult and often isolated places,
which is a challenge and an advantage for us. Our DRC
operation is an integral component of our cobalt supply chain
and we have operated there very successfully for 10 years.
We have been able to offset some of the volatility in cobalt
prices by shortening our supply chain and increasing the
stability and diversity of our cobalt raw material feed sources.
The fact that we are fully integrated in the cobalt supply chain
allows us to provide our customers with unparalleled product
availability, which they value, as evidenced by our market
leadership position in many of our end markets.
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We have a particularly strong product development pipe-
line in key growth areas such as the rechargeable battery
market, semiconductors and electronic chemicals overall,
with opportunities to expand our margins through additional
value that we add. The battery market, for example, experi-
enced strong growth in new product volume during much of
2008. As a complement to product innovation, we also offer
unsurpassed process know-how and capability, which build
deep relationships with key customers and help maximize
our own manufacturing efficiency.




in 2009, despite a very uncertain and challenging economic
environment for most if not all of our end markets, organic
growth can occur from several sources: continued develop-
ment of enhanced products and new applications, and oppor-
tunities to gain market share because of our service capabili-
ties and the possible attrition of weaker competitors.

We have exciting opportunities not only in battery but also in
other end markets. We have made strides in several sustain-
ability-related markets, including alternative energy such as
solar power. We are also working on new products for the
electronic chemicals market, as well as applications for our
surface treatment technologies in sectors outside of the elec-
fronics industry.

gty g

Our vision of delivering sustainable and profitable volume
growth and driving consistent financial performance remains
unchanged. We are going to continue to aggressively manage
our business to focus on improving margins and growing prof-
itability. And we remain committed to our strategy of moving
up the value chain and growing through tactical and transfor-
mational acquisitions.

The key elements of the strategy remain in place, but what
has changed dramatically is the environment we are operating
in. As a result, flexibility has necessarily become one of our
guiding principles, and we are being very conservative in
managing our cash and costs, and maintaining a low

debt level.

Our goal remains the same: to profitably grow this company
into one of the top-quartile performers in our industry. Obvi-
ously, these are anything but normal conditions. However,

““there should be no doubt about our focus or intensity to
execute our plan and build additional shareholder value over
thelong term.
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VALUE PROPOSITION

OM Group is a recognized technology leader for complex, niche industrial and consumer applications.
With enviable financial strength, strong product innovation capabilities, leading market positions,

diversified supply agreements and rigorous operational controls, we are well-positioned to create
long-term value through the execution of our growth strategy.

SPECIALTY CHEMICALS

~ Advanced Organics Electronic Chemicals

Develops and manufactures products for coatings
and inks, tire and chemical markets

Products:

Additives and metal carboxylates used as catalysts,
rubber adhesion promoters and performance
enhancers

Applications:
Coatings and inks General catalysts
Composites Fuel & lubes
Tire applications

Opportunities
Develop business around long-term favorable
growth trends in coatings and composites

Ultra Pure Chemicals
Develops, manufac‘tures and distributes a wide

range of ultra pure chemicals used in the
manufacture of electronic products

Products:

High purity acids, bases, etchants, oxidizers, cleaning

solutions, strippers, solvents and solvent blends

Applications:
Semiconductor devices Photovoltaic cells
Memory disks Photomasks

Silicon wafers Flat panel displays
Opportunities

Expand manufacturing global footprint to enhance
our service and product offerings adjacent to our
end markets; broaden product range in specialty
offerings

Bl

Develops and manufactures products for the
printed circuit board final finishing, memory disk,
general metal finishing and electronic packaging
and finishing industries

Products:

Oxide treatments, electroplating additives,
etching technology, electroless copper processes,
electroless nickel solutions, preplate chemistries

Applications:
Electronic devices
Business and
enterprise servers

Photovoltaic panels

Opportunities

Diversify electronic chemicals portfolio around
strong memory disk business, building on
technology leadership in surface finishing for
electronic applications

Manufactures the mask and reticle tooling used in
the manufacturing of electronic products

Products:

Photo-imaging masks fabricated on precision
quartz and containing all of the minute structural
detail required to define functionality

Applications:
Used in the manufacturing of semiconductors,
integrated circuits, optical devices and thinfilm
disk heads

Opportunities

Expand market presence throughout North
America and Europe with a special focus on the
mainstream of manufacturing technology
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éé%;;;Expand our product portfolio and technology
 base through the creation of new, market-leading

_ growth platforms such as portable power, electronic
_ chemicals/surface treatments, and catalysts and

. advanced materials /

~ADVANCED MATERIALS

Manufactures inorganic products using unrefined
cobalt and other metals and serves the battery,
powder metallurgy, ceramic and chemical

end markets

Products:

Cobalt metal, chemicals and precursors; mixed
metal chemicals-and precursors; copper and
germanium by-product

Apphcatlons
o Portable electronic  Drilling equipment
devices Petrochemical

- Power tools

' Electrical vehicles

. Diamond and
machine cutting tools

catalysts
Ceramic, glass and
plastic pigments

Opportunities

Leverage leadership position in cobalt market
to move up the value chain through product
differentiation

OUR GLOB; \L PO()'I PRINT
Canada

~ China :

Democratic Republic of Congo

Japan

Malaysia

France United States

Germany

 that will enable us to participa

excellence, which wi

In implementing the three elements of our strategy,
we will pursue tactical and transformational acquisitions
and partnerships, with prudent evaluatron and execut:on :

and broaden ou geo"' :
continue to focus ¢

ill improve ,}key(performance
indicators such as profitability, productivity and safety

performance, and enhance our financial flexibility.

2008 REVENUE BY SEGMENT

Specialty
Chemicals
31%

2008 REVENUE BY REGION

- Americas
15%
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Net Sales
{in millions)
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Operating Profit (Loss)
{in millions)
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Net income
{in millions)
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Financial

Net Sales
Gross Profit
Operating Profit

Net income

Diluted Earnings per Share

Cash Flow from Operations

Total Debt

Stockholders' Equity

Iﬁi[ighlights

2007 FAV/(UNFAV)
nomillions, except pershare data)

$1,736.8 $ 11,0215 $715.3
$ 3525 $ 313.2 $ 39.3
$ 177.6 $ 196.2 $ (18.4)
$ 135.0 $ 2469 $(111.9)
$ 4.45 $ 8.15 $ (3.70)
$ 1724 $ 41.0 $ 1311
$ 26.1 $ 1.6 $ (24.5)
$ 1,130.6 $ 1,028.4 $102.2

Co mparison o { Cumulative
Total Stockholder Return

250

200

150

100

50
2003 2004 2005 2006 2007 2008
December 31 2003 2004 2005 2006 2007 2008
OM Group $100 $124 f $173 $200 $81
S&P 500 Index $100 $111 $116 $135 $142- $90
S&P 500 Specialty $100 5115

Chemicals Index

Legend
@ OM Group

& S&P 500 Index

@ S&P 500 Specialty Chemicals Index

s $147 1760 $142

The chart set forth above compares our cumulative
total stockholder return to that of (1) the Standard &
Poor's 500 Index and (2) the S&P Specialty Chemicals
Index. In all cases, the information dssumes $100
invested on December 31, 2003, and is presented
on a dividends-reinvested basis. The table does not
forecast performance of our common stock.
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PART |

Item 1. Business

General

OM Group, Inc. (the “Company”) is a diversified global developer, producer and marketer of value-added specialty
chemicals and advanced materials that are essential to complex chemical and industrial processes. The Company
believes it is the world’s largest refiner of cobalt and producer of cobalt-based specialty products.

The Company is executing a deliberate strategy to grow through continued product innovation, as well as tactical
and strategic acquisitions. The strategy is part of a transformational process to leverage the Company’s core
strengths in developing and producing value-added specialty products for dynamic markets while reducing the
impact of metal price volatility on financial results. The strategy is designed to allow the Company to deliver
sustainable and profitable volume growth in order to drive consistent financial performance and enhance the
Company’s ability to continue to build long-term shareholder value. The Company has completed three important
transactions in connection with this long-term strategy:

*+ On March 1, 2007, the Company completed the sale of its Nickel business to Norilsk Nickel (“Norilsk”) for cash
proceeds of $490.0 million, net of transaction costs. The Nickel business consisted of the Harjavalta, Finland
nickel refinery; the Cawse, Australia nickel mine and intermediate refining facility; a 20% equity interest in MPI
Nickel Pty. Ltd.; and an 11% ownership interest in Talvivaara Mining Company, Ltd. In connection with the sale
of the Nickel business, the Company entered into five-year supply agreements with Norilsk for cobalt and nickel
raw materials, as described under “Raw Materials” below.

* On October 1, 2007, the Company completed the acquisition of Borchers GmbH (“Borchers”), a European-
based specialty coatings additive supplier with locations in France and Germany, for $20.7 million, net of cash
acquired.

* On December 31, 2007, the Company completed the acquisition of the Electronics businesses (‘REM”) of
Rockwood Specialties Group, Inc., which consisted of its Printed Circuit Board (“PCB”) business, its Ultra-Pure
Chemicals (“UPC”) business, and its Compugraphics (“Photomasks”) business, for $321.5 million, net of cash

acquired.

The REM and Borchers acquisitions (the “2007 Acquisitions”) represent an important step in the Company’s effort
to transform itself into a diversified, market-facing global provider of specialty chemicals and advanced materials.
To better align its transformation and growth strategy, the Company, effective January 1, 2008, reorganized its
management structure and external reporting around two segments: Advanced Materials and Specialty Chemicals.
The Advanced Materials segment consists of Inorganics, a smelter joint venture (“GTL”) in the Democratic
Republic of Congo (the “DRC”) and metal resale. The Specialty Chemicals segment is comprised of Electronic
Chemicals (which includes the acquired PCB business), Advanced Organics (which includes the acquired coatings
business), UPC and Photomasks.

The Advanced Materials segment manufactures inorganics products using unrefined cobalt and other metals and
serves the battery, powder metallurgy, ceramic and chemical end markets by providing functional characteristics
critical to the success of our customers’ products. These products improve the electrical conduction of rechargeable
batteries used in cellular phones, video cameras, portable computers, power tools and hybrid electrical vehicles, and
also strengthen and add durability to diamond and machine cutting tools and drilling equipment used in
construction, oil and gas drilling, and quarrying. The GTL smelter is the primary source for cobalt raw material
feed. GTL is consolidated in the Company’s financial statements because the Company has a 55% controlling
interest in the joint venture.

The Specialty Chemicals segment consists of the following:

Electronic Chemicals: Electronic Chemicals develops and manufactures products for the electronic
packaging, memory disk, general metal finishing and printed circuit board finishing markets and includes
the PCB business. The PCB business develops and manufactures chemicals for the printed circuit board
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industry, such as oxide treatments, electroplating additives, etching technology and electroless copper
processes used in the manufacturing of printed circuit boards widely used in computers, communications,
military/aerospace, automotive, industrial and consumer electronics applications. Memory disk products
include electroless nickel solutions and preplate chemistries for the computer and consumer electronics
industries and for the manufacture of hard drive memory disks used for memory and data storage applications.
Memory disk applications include computer hard drives, digital video recorders, MP3 players, digital cameras
and business and enterprise servers.

Advanced Organics: Advanced Organics develops and manufactures products for the tire, coating and inks,
additives and chemical markets. These products promote adhesion of metal to rubber in tires and faster drying
of paints, coatings, and inks. Within the additives and chemical markets, these products catalyze the reduction
of sulfur dioxide and other emissions and also accelerate the curing of polyester resins found in reinforced
fiberglass. The Borchers acquisition, which has been integrated into Advanced Organics, offers products to
enhance the performance of coatings and ink systems from the production stage through customer end use.

Ultra Pure Chemicals: UPC develops, manufactures and distributes a wide range of ultra-pure chemicals
used in the manufacture of electronic and computer components such as semiconductors, silicon chips, wafers
and liquid crystal displays. These products include chemicals used to remove controlled portions of silicon and
metal, cleaning solutions, photoresist strippers, which control the application of certain light-sensitive
chemicals, edge bead removers, which aid in the uniform application of other chemicals, and solvents.
UPC also develops and manufactures a broad range of chemicals used in the manufacturing of photomasks and
provides a range of analytical, logistical and development support services to the semiconductor industry.
These include Total Chemicals Management, under which the Company manages the clients’ entire electronic
process chemicals operations, including coordination of logistics services, development of application-specific
chemicals, analysis and control of customers’ chemical distribution systems and quality audit and control of all
inbound chemicals.

Photomasks: Photomasks manufactures photo-imaging masks (high-purity quartz or glass plates containing
precision, microscopic images of integrated circuits) and reticles for the semiconductor, thin film head (hard
disk drive), optoelectronics and microelectronics industries under the Compugraphics brand name.
Photomasks are a key component of the semiconductor and integrated circuit industries and perform a
function similar to that of a negative in conventional photography.

The Company’s business is critically connected to both the price and availability of raw materials. The primary raw
material used by the Advanced Materials segment is unrefined cobalt. Cobalt raw materials include ore, concentrate,
slag and scrap. The Company attempts to mitigate changes in availability of raw materials by maintaining adequate
inventory levels and long-term supply relationships with a variety of suppliers. The cost of the Company’s raw
materials fluctuates due to changes in the cobalt reference price, actual or perceived changes in supply and demand
of raw materials and changes in availability from suppliers. The Company attempts to pass through to its customers
increases in raw material prices, and certain sales contracts and raw material purchase contracts contain variable
pricing that adjusts based on changes in the price of cobalt. During periods of rapidly changing metal prices,
however, there may be price lags that can impact the short-term profitability and cash flow from operations of the
Company both positively and negatively. Fluctuations in the price of cobalt have been significant, historically and in
2008, and the Company believes that cobalt price fluctuations are likely to continue in the future. Reductions in the
price of raw materials or declines in the selling prices of the Company’s finished goods can result in the Company’s
inventory carrying value being written down to a lower market value, as occurred at the end of 2008.

The Company has manufacturing and other facilities in North America, Europe, Africa and Asia-Pacific, and
markets its products worldwide. Although a significant portion 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, the Company’s results of operations are subject to the variability
that arises from exchange rate movements (particularly the Euro). In addition, fluctuations in exchange rates may
affect product demand and profitability in U.S. dollars of products provided by the Company in foreign markets in
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cases where payments for its products are made in local currency. Accordingly, fluctuations in currency prices affect
the Company’s operating results.

Products

The Company is a diversified global developer, producer and marketer of value-added specialty chemicals and
advanced materials, and believes it is the world’s leading producer of cobalt-based specialty chemicals. The
Company’s businesses also produce specialty chemicals and advanced materials from barium, calcium, iron,
manganese, potassium, rare earths, zinc, zirconium, germanium and copper. The Company’s businesses serve
more than 50 industries worldwide, producing a variety of value-added specialty chemicals and advanced materials.
Key technology-based end-use applications include affordable energy, portable power, clean air, clean water and
proprietary products and services for the microelectronics industry. The Company’s products leverage the
Company’s production capabilities and bring value to its customers through superior product performance.
Typically, these 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. The Company’s products are sold in various forms such as solutions, crystals, cathodes,
powders and quartz or glass plates.

The Advanced Materials segment consists of Inorganics, the DRC smelter joint venture and metal resale. The
powders and specialty chemicals that this business produces are used in a variety of industries, including
rechargeable battery, construction equipment and cutting tools, catalyst, and ceramics and pigments. Products
in this segment, grouped by application, are:

Chemical — Cobalt Acetate, Cobalt Carbonate, Cobalt Hydroxide, Cobalt Nitrate, Cobalt Oxide, Cobalt Sulfate,
Coarse Grade Powders, Germanium Dioxide, Nickel Carbonate, Nickel Sulfate, Recycling

Pigments and Ceramics:

Ceramic Pigments — Cobalt Carbonate, Cobalt Oxides, Cobalt Sulfate, Nickel Carbonate,

Plastic Pigments — Cobalt Oxides, Cobalt Hydroxide, Nickel Hydroxide
Glass Pigments — Cobalt Oxides

Powder Metallurgy — S-Series Cobalt Powders, T-Series Cobalt Powders, R-Series Cobalt Powders,
Granulated Cobalt Powders, Recycling, Coarse Grade Powders

Battery:
Precursors — Battery Grade Cobalt Oxides, Standard Grade Nickel Hydroxide, Mixed Metal Hydroxides

Battery Materials — Fine Cobalt Powder, Cobalt Hydroxide, Recycling
Raw Materials — Battery Grade Cobalt Powders, Cobalt Sulfate, Nickel Sulfate

The Specialty Chemicals segment is comprised of Electronic Chemicals, Advanced Organics, UPC and
Photomasks.

* Electronic Chemicals: 'This unit works with electroless nickel, precious metals and related products used in the
production of printed circuit board assemblies, memory disks, general metal finishing and electronic packaging.
Products/processes in Electronic Chemicals, grouped by application, are:

Printed Circuit Board Chemistry — Final Finishes, Inner Layer Processes, Making Holes Conductive,
Outer Layer Processes, Photovoltaic Industry, Specialty Processes

Memory Disk — Electroless Nickel Products, Pre-treatment Products

General Metal Finishing — Auxiliary Chemicals, Electroless Nickel Processes, Nickel/Gold Strippers and
Other Products, Polishing Chemicals, Zincate and Post Treatment Chemistries
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Electronic Packaging and Finishing Technologies — Base Metal Processes, Electronic Grade Base Metal
Concentrates, Electronic Grade Methane Sulfonate Concentrates, Lead Free Plating Processes, Pre-Plate and
Post-Plate Processes, Tin-Lead Alloy Plating Processes

* Advanced Organics: Metal-based specialty chemicals from this business are used to meet the critical needs of a
range of industries, including coatings and inks, tire, catalyst, and lubricant and fuel additives. Advanced Organics
products, grouped by application, include:

Coatings & Inks — Additives for Paints, Driers for Paints and Printing Inks

Tire — Rubber Adhesion Promoters
Chemicals — Composite and other Catalysts
Additives — Fuel Oil Additives, Lubricant & Grease Additives

Ultra Pure Chemicals: 'The UPC business develops, manufactures and distributes a wide range of ultra-pure
chemicals used in the manufacture of electronic and computer components such as semiconductors, silicon chips,
wafers, and liquid crystal displays. UPC products and services, grouped by application, include:

Cleaner — Acetone, Ammonia Solution, Hydrochloric Acid, Hydrogen Peroxide
Etchant — Chrome Etchant, Hydrofluoric Acid, Mixed Acid, Nitric Acid, Phosphoric Acid

Photolithography — Isopropyl Alcohol, Butyl Acetate, Nanostrip, Nitric Fuming, Photoresist Stripper

Services — Analytical Services, Chemicals Management, Logistics Services, Total Chemical Management.

o Photomasks: 'The Photomasks business manufactures photo-imaging masks (high-purity quartz or glass plates
containing precision, microscopic images of integrated circuits) and reticles for the semiconductor,
optoelectronics and microelectronics industries under the Compugraphics brand name. Photomasks are a key
component of the semiconductor and integrated circuit value chains and perform a function similar to that of a
negative in conventional photography.

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 it is the largest refiner of cobalt and
producer of cobalt-based specialty products in the world. 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.

Our principal competitors by business are as follows:

* Advanced Materials: Sherritt International Corporation, Umicore S.A., Eurotungstene Poudres S.A.S., The
Shepherd Chemical Company

* Advanced Organics: Dura Chemicals Inc., Elementis plc, Troy Corporation, Byk-Chemie, Ciba Inc., Shepherd
Chemical Company, Dainippon Ink and Chemicals, Incorporated, Taekwang Industrial Co., Ltd

* Electronic Chemicals: Atotech (a subsidiary of Total S.A.), Cookson Group plc, MacDermid Incorporated,
Rohm & Haas Company, Uyemura International, Inc.

« UPC: Kanto Chemical Co., Inc.; Mitsubishi Chemical Corporation; KMG Chemicals, Inc.; Honeywell
International Inc.; BASF Group

* Photomasks: Photronics, Inc.; Toppan Photomasks, Inc. (a wholly-owned subsidiary of Toppan Printing Co.,
Ltd.)



Customers

The Company’s business serves approximately 4,000 customers. During 2008, approximately 46% of the
Company’s net sales were to customers in Asia, 39% in Europe and 15% in the Americas. Sales to Nichia
Chemical Corporation represented approximately 22%, 23% and 19% of net sales in 2008, 2007 and 2006,
respectively. Sales to Luvata Pori Oy were approximately 11% of net sales in 2006. Sales to the Company’s top five
customers represented approximately 41% of net sales in 2008. The loss of one or more of these customers could
have a material adverse effect on the Company’s business, results of operations or financial position.

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.
Historically, Advanced Materials 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 to perform its annual
maintenance shut-down at its refinery in Finland.

Raw Materials

The primary raw material used by the Advanced Materials business in manufacturing its products is unrefined
cobalt. Cobalt raw materials include ore, concentrates, slag and scrap. The cost of the Company’s raw materials
fluctuates due to changes in the cobalt reference price, actual or perceived changes in supply and demand of raw
materials and changes in availability from suppliers. The Company attempts to mitigate increases in raw material
prices by passing through such increases to its customers in the prices of its products and by entering into sales
contracts that contain variable pricing that adjusts based on changes in the price of cobalt.

The Company’s supply of cobalt is principally sourced from the DRC, Russia and Finland. Upon closing the
transaction to sell the Company’s Nickel business to Norilsk Nickel in the first quarter of 2007, the Company
entered into five-year supply agreements with Norilsk for up to 2,500 metric tons per year of cobalt metal, up to
2,500 metric tons per year of crude in the form of cobalt hydroxide concentrate, up to 1,500 metric tons per year of
cobalt in the form of crude cobalt sulfate, up to 5,000 metric tons per year of copper in the form of copper cake and
various other nickel-based raw materials used in the Company’s Electronic Chemicals business. The Norilsk
agreements strengthen the Company’s supply chain and secure a consistent source of raw materials, providing the
Company with a stable supply of cobalt metal through the long-term supply agreements. Complementary
geography and operations shorten the supply chain and allow the Company to leverage its cobalt-based refining
and chemicals expertise with Norilsk’s cobalt mining and processing capabilities.

The GTL smelter is a primary source for cobalt raw material feed. GTL shut down its smelter during 2005 for
maintenance and production improvements. The next planned maintenance shut-down is expected to occur in mid-
2009.

During 2008, the reference price of low grade (formerly 99.3%) cobalt listed in the trade publication, Metal
Bulletin, rose from $40.00 at the beginning of 2008 to near $50.00 by the end of the first quarter. During the second
half of the year, the reference price decreased from an average of $32.54 per pound in the third quarter of 2008 to an
average of $20.81 per pound in the fourth quarter of 2008 and ended the year at $10.50 per pound. Political and civil
instability in supplier countries, variability in supply and worldwide demand, including demand in developing
countries such as China, have affected and may continue to affect the supply and market price of raw materials.



A graph of the end of the month reference price of low grade cobalt (as published in Metal Bulletin magazine) per
pound for 2003 through 2008 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 expenses were approximately $10.8 million in
2008, $8.2 million for 2007 and $8.1 million for 2006.

The Company’s research staff conducts research and development in laboratories located in Westlake, Ohio; South
Plainfield, New Jersey; Kuching, Malaysia; Manchester, England; Singapore; Lagenfeld, Germany; Kokkola,
Finland; Riddings, England; Chung Li, Taiwan; Maple Plain, Minnesota; and Saint Fromond, France.

During 2008, the Company invested $0.7 million in CrisolteQ_Oy (“CrisolteQ”), a private Finnish company,
through the purchase of common stock and a convertible loan. CrisolteQ is developing and commercializing new
metal recycling technology for spent catalyst materials.

During 2007, the Company invested $2.0 million in Quantumsphere, Inc. (“QSI”) through the purchase of
615,385 shares of common stock and warrants to purchase an additional 307,692 shares of common stock. The
Company and QSI have agreed to co-develop new, proprietary applications for the high-growth, high-margin
clean-energy and portable power sectors. In addition, the Company has the right to market and distribute certain
QSI products.

Patents and Trademarks

The Company holds patents registered in the United States and foreign countries 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. Although the Company believes these patents are important to its specific businesses, it does not
consider any single patent or group of patents to be material to its business as a whole.

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,
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operated or used by the Company. At December 31, 2008 and 2007, the Company had environmental reserves of
$3.4 million and $4.9 million, respectively. The Company continually evaluates the adequacy of its reserves and
adjusts the reserves when determined to be appropriate.

Ongoing environmental compliance costs, which are expensed as incurred, were approximately $10.6 million in
2008 and $8.0 million in 2007 and included costs relating to product stewardship; waste water analysis, treatment,
and disposal; hazardous and non-hazardous solid waste analysis and disposal; air emissions control; sustainability
programs 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. This includes the European Union’s Registration, Evaluation and Authorization of
Chemicals (“REACH?”) legislation, which establishes a new system to register and evaluate chemicals manufactured
in, or imported to, the European Union. REACH-related activities and studies will require additional testing,
documentation and risk assessments for the chemical industry and will affect a broad range of substances
manufactured and sold by the Company. The Company has created an internal team to manage REACH
implementation and is working closely with its business partners to ensure that the requirements can be met in
an effective and efficient manner. The Company anticipates spending approximately $2.7 million on REACH-
related studies and activities in 2009.

The Company also incurred capital expenditures of approximately $3.3 million and $1.9 million in 2008 and 2007,
respectively, in connection with ongoing environmental compliance. The Company anticipates that capital
expenditure levels for these purposes will be approximately $4.9 million in 2009, as it continues to modify certain
processes to ensure they continue to comply with environmental regulation and undertakes new pollution
prevention and waste reduction projects.

Due to the ongoing development 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 it