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PART |
Item 1. BUSINESS

GENERAL
Olin Corporation is a Virginia corporation, incorpted in 1892, having its principal executive a#dn Norwalk, Connecticut. We ar¢

manufacturer concentrated in three business segmehior Alkali Products, Metals and WinchesteChlor Alkali Products manufactures
chlorine and caustic soda, sodium hydrosulfite roghloric acid and bleach products, which repre2égt of 2003 sales. Metals products,
which represent 56% of 2003 sales, include coppércapper alloy sheet, strip, foil, rod, weldeddufabricated parts, metal packages and
stainless steel and aluminum strip. Winchester yets] which represent 19% of 2003 sales, includetisly ammunition, canister powder,
reloading components, small caliber military amntioniand industrial cartridges.

We maintain an Internet website at http://www.aom . Our reports on Form 10-K, Form 10-Q, and Forig, &s well as amendments
those reports, are available free of charge om@lnsite, as soon as reasonably practicable aftdéitewbe reports with the Securities and
Exchange Commission. Our Principles of CorporategBmance, Committee Charters and Code of Businesduet are available in the
Corporate Governance section of the Investor secti@ur website at www.olin.com

PRODUCTS, SERVICES AND STRATEGIES

Chlor Alkali Products

Products and Services

We have been involved in the U.S. chlor alkali isttiy for more than 100 years and are a major paint in the U.S. chlor alkali market.
Chlorine and caustic soda are co-produced comnilgrpiamarily by the electrolysis of salt. These-pmoducts are produced simultaneously,
and in a fixed ratio of 1.0 ton of chlorine to 1chs of caustic soda. The industry refers to thiaraElectrochemical Unit or ECU. With a
demonstrated capacity as of the end of 2003 of milbn ECUs per year, including 50% of the protian from our partnership with PolyOne
Corporation, which we refer to as our Sunbelt joignture, we are the fourth largest chlor alkatidurcer in the United States, according to
from Chemical Market Associates, Inc. (CMAI). CM#sla global petrochemical, plastics and fibers otiingy firm established in 1979.
According to CMAI data, we are the largest produneasured by production volume of chlorine and iagsda in the eastern United States,
with facilities located in Mcintosh, Alabama, Cheston, Tennessee, Augusta, Georgia, and Niagasa Ralv York. Since transportation costs
can be a significant part of the final cost of fineduct to the customer, our close proximity to caustic customers is an advantage.
Approximately two-thirds of our caustic soda protilure is high purity membrane and rayon grade, whictording to CMAI data, normally
commands a premium selling price in the market.

Our manufacturing facilities in Augusta, McInto€harleston, and a portion of our facility in Niagdfalls are ISO 9002 certified. ISO
9000 (which includes 1ISO 9001 and ISO 9002) and 18000 (which includes ISO 14001) are sets of edlaternational standards on quality
assurance and environmental management developi iyternational Organization for Standardizatiomelp companies effectively
document the quality and environmental managemetés elements to be implemented to maintain effecjuality and environmental
management systems. All four of these manufactdnijties have also achieved Star status in theiktary Protection Program (VPP) of the
Occupational Safety and Health Administration (OSHASHA’s VPP is a program in which companies vedwity participate that recognizes
facilities for their exemplary safety and healtbgmams.

Chlorine is used as a raw material in the prodaatibthousands of products, but a significant portof U.S. chlorine production is
consumed in the manufacture of ethylene dichlomaddé;DC, a precursor for polyvinyl chloride, or PVEVC is a plastic used in applications
such as vinyl siding, plumbing and automotive padiher U.S. end-uses for chlorine include chldedantermediates, isocyanates and water
treatment. While much of the chlorine producechia ).S. is consumed by the producing company tcendakvnstream products, we sell most
of the chlorine we produce to third parties in therchant market.



Caustic soda has a wide variety of end use apgitatthe largest of which is in the pulp and papdustry. Caustic soda is also used in
the production of detergents and soaps, aluminaaratiety of other inorganic and organic chemicals

The chlor alkali industry is cyclical, both as auk of changes in demand for each of the co-prizdared as a result of the large
increments in which new capacity is added. Becah&®ine and caustic are produced in a fixed rdkie,supply of one product can be
constrained both by the physical capacity of tre@pction facilities and/or by the ability to seiktco-product. Prices for both products respond
rapidly to changes in supply and demand. Our phogtomed out in the second quarter of 2002 at@agpprately $200 and then increased
through the third quarter of 2003. In the fourttagar of 2003, our prices began to decrease.

Electricity and salt are the major purchased rawenels for our Chlor Alkali Products segment. Renaterials represent approximately
50% of the total cost of producing an ECU. Eledtyits the single largest raw material componerthim production of chlor alkali products.
Our electricity costs have been stable over thetdgsyears because we are supplied by utilitiasghimarily utilize coal, hydroelectric and
nuclear power and have relatively minor exposunestoiral gas. We have contracts which are baséarge non-seasonal usage. The majority
of the salt used in our Chlor Alkali Products seghig produced from internal resources but we delpase salt on the merchant market. We
have contracts for our purchased salt, which ae lahsed on large non-peak demand usage. The catymatiire of this industry places an
added emphasis on cost management and we bel@wydérhave managed our manufacturing costs in aenahat makes us one of the low
cost producers in the industry. In addition, askeademand grows in the future, the design of tineb®lt joint venture plant will enable us to
expand capacity cost-effectively.

We also manufacture a small volume of chlor alkalated products and we recently invested in céyacid product upgrades in these
areas. These products include chemically procesagchydrochloric acid, sodium hypochlorite andifogen. We also sell sodium hydrosul
to paper, textile and clay bleaching customers.

The following table lists products of our Chlor AlkProducts business, with principal productstontiasis of annual sales highlighted in
bold face.

Major Raw Materials
& Components for

Products & Services Major End Uses Plants & Facilities Products/Services
Chlorine/caustic soda Pulp & paper processing, chemical manufactur Augusta, GA salt, electricity
water purification, manufacture of vinyl chloride, Charleston, TN Mcintosh,
bleach, swimming pool chemicals & urethane AL
chemicals Niagara Falls, NY
Sodium hydrosulfite Paper, textile & clay bleachir Augusta, GA caustic soda, sulft
Charleston, TN dioxide
Salto, Brazil
Sodium hypochlorite Household cleaners, laundry bleaching, swimming Augusta, GA chlorine, caustic soda
pool sanitizers, semiconductors, water treatment,  Charleston, TN Mclintosh,
textiles, pulp & paper and food processing AL

Niagara Falls, NY

Hydrochloric acid Steel, oil & gas, plastics, organic chemical sysifle  Augusta, GA chlorine, hydrogen
water and wastewater treatment, brine treatment,  Charleston, TN
artificial sweeteners, pharmaceuticals, food preicgs Niagara Falls, NY
and ore and mineral process

Strategies

Continued Role as a Preferred Supplier to Merchdatket Customers. Based on our market research, we believe olor@tkali
Products business is viewed as a preferred supplieur merchant market customers. We will contitufocus on providing quality customer
service support and developing relationships withwalued customers.

Pursue Incremental Expansion OpportunitiesWe have invested in capacity and product wpggan our chemically processed salt,
hydrochloric acid, sodium hypochlorite and hydropeisinesses. These expansions increase our capgwvef chlorine while increasing the
sales of these co-products. These niche businpssésle opportunities to upgrade chlorine and dausthigher value-added applications. We
also have the opportunity, when business condifp@mmit, to pursue incremental expansion throughSunbelt joint venture.
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Metals

Products and Services

We have been in the Metals business for approxign8iyears. Based on Copper Development Assodcidtio. (CDA) data, we are a
leading manufacturer of copper and copper allogsigtrip, plate, foil and brass rod in the Unigtdtes. CDA acts as the central authoritative
source of data and information pertaining to th8.dopper and brass industry. While primarily pesieg copper alloys, we also reroll and
form other metals, such as aluminum and stainkess. Ve believe we hold leading positions for prgmpriced, high performance alloys in
the United States. We supply high performance altoynon-U.S. customers through exports, techndliegysing, joint ventures and local
distribution. Participants in the copper sheet stnigh industry include integrated mills, reroll taind distributors, with many participants
engaging in multiple roles. We believe that wetarelargest U.S. participant in each of these categ. We believe that our status as the
largest U.S. participant affords us a favorablaugid position. We also believe we are one of tlveelst cost producers, a quality and service
leader and a specialty product innovator.

All of our copper sheet and strip mills are both @80 and ISO 9000 certified. QS 9000 is an intéwnal automotive standard that was
developed by General Motors, Ford Motor Company@hdssler to harmonize the fundamental supplietitjusystems as an assessment tool,
and is based upon 1SO 9000 standards. All sheestaipdocations are 1ISO certified. In Septembed20ve completed our acquisition of Ch
Industries Inc., which we refer to as Chase. Chaih,2003 sales of $222 million, is a leading mi@aaturer and supplier of free-machining
brass rod in the U.S. and Canada and is ISO 90@ifiexh

We maintain many advantages over our competitiomutih our patent-protected technologies. We beliréhigh performance alloys
provide superior strength, conductivity and forntigbto customers in the automotive, electricagattonic and telecommunications industries.
We currently hold 31 U.S. patents associated wigh performance alloys and 61 other U.S. patenéta@ to various proprietary processing
and technical capabilities, many of which are aésgistered in foreign jurisdictions. To further global presence, we have established a joint
venture with Yamaha Corporation in Japan to produgk performance alloys, formed a technical att@with Wieland-Werke A.G. of
Germany under which we jointly develop new highfpenance alloys and participate in an alloy licegsarrangement and formed a joint
venture in 2002 with Luoyang Copper (Group) LtdCihina to jointly construct and operate a metadgritiution center to service the growing
Chinese demand, which should be operational ibdusrter 2004. These relationships provide us gigater global reach and enable us to
provide high performance alloys in Asia and Europe.

In addition, through sales of our clad metal, pratlby a proprietary cladding process, we belieeeawe a major supplier of coinage
metal to the U.S. Mint. We also supply coinage mietather world governments. Our Metals segmeatipces ammunition cartridge cups for
use captively in the manufacture of our Winchesparting ammunition, which constitutes a small jporof our total Metals segment output.
We also sell cartridge brass to other ammunitiokera This relationship with Winchester, along wothr growing fabrication business for
select customers, provides us with a significaptica customer base.

Brass and other copper alloys are manufacturedddiinmg copper together with various combinationgiot, lead or other metals. The
resulting product goes through a series of prosgsseluding casting, hot rolling, milling, coldlliog, annealing, cleaning and slitting to
produce sheet and strip and a similar procesh®ptoduction of rod. The principal end-uses faredtand strip products include: automotive
(connectors and radiators); electronics (lead fsaroennectors, wiring and telecommunications appbas); ammunition; coinage; and other
applications such as builder’s hardware, plumbingpties and welded tube for utility condensers iadistrial heat exchangers. Brass rod is
used to produce a variety of products, such asfauplumbing fittings, heating and air conditiaptomponents, industrial valves, automotive
parts and numerous hardware components.

The major raw materials used in our metals busiaesgopper, zinc, other ndarrous metals and brass scrap, purchased fromharsis
dealers and customers at market prices.

Historically, demand for copper sheet and strip mtihas exhibited growth consistent with the gtoimtthe U.S. gross domestic prod
In the late 1990’s and in 2000, demand expandedapid pace principally due to the
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strength of the U.S. economy. From 1997 to 2008eshnd strip demand grew at an annualized graatéhaf approximately 8%. In 2001
through 2003, demand was lower primarily becausbefconomic downturn.

The following table lists products and service®of Metals business, with principal products onlibsis of annual sales highlighted in

bold face.

Products and Services

Copper & copper alloy
sheet & strip (standard &
high performance)

Network of metals servic
centers

Posit-bond® clad metal

Rolled copper foil,
Copperbond ®foil, stainless
steel strip

Copper alloy welded tube

Fabricated products

Shaped brass roc

High performance, high
reliability, hermetic metal
packages for
microelectronics industry

Major End Uses

Plants & Facilities*

Electronic connectors, lead frames, elect
components, communications, automotive,
builders’ hardware, coinage, ammunition

Electronic connectors, electrical
components, communications, automotive,
builders’ hardware, household products

Coinage strip & blanks

Printed circuit boards, electrical &
electronic, automotive

Utility condensers, industrial heat
exchangers, refrigeration & air conditioni
builder¢ hardware, automotiv

Builders’ hardware, plumbing, automotive
and ammunition components

Plumbing, consumer durable goo
industrial machinery and equipment, and
electrical and electronic pal

Computer, telecommunications, medical,
aerospace and military

Bryan, OH

East Alton, IL
Seymour, CT
Waterbury, CT (two
locations)

Iwata, Japan
(Yamaha-Olin
Metal Corporation

Allentown, PA
Alliance, OH
Caguas, PR

Carol Stream, IL
Suwanee, GA
Warwick, RI
Watertown, CT
Yorba Linda, CA
Guangzhou, China
(expected to become

operational in 1st quarter

2004)
Queretaro, Mexict

East Alton, IL

Waterbury, CT

Cuba, MO

East Alton, IL

Montpelier, OH
Los Angeles, CA
(distribution center

New Bedford, MA

Major Raw Materials &
Components for
Products/Services

copper, zinc & othe
nonferrous metals

copper & copper
alloy sheet, strip, ro
tube & steel &
aluminum strip

cupronickel, copper
& aluminum

copper & copper
alloy sheet, strip and
foil and stainless
steel strig

copper alloy strip

copper and copper
alloy, and stainless
steel strig

brass scra

metal alloys, metal
matrix composites,
glasses and ceramic
component:

* If site is not operated by Olin or a majo-owned, direct or indirect subsidiary, name of joianture, affiliate or operator is indicatt
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Strategies

Continue Profitable Growth Globally. Our goal is to be a leading worldwide supptispecialty copper-based products and related
engineered materials. We intend to achieve this lgpauilding our high performance alloys busineasa global basis. In 2002, we took a
number of actions to further develop our globakpree, including the acquisition of Chase, a leadianufacturer and supplier of brass rod in
the United States and Canada. We entered intoraemgnt with Luoyang Copper (Group) Ltd. in 200%biatly construct and operate a me
service center in Guangzhou, China, which we exigelbe operational in the first quarter of 2004.

Maintain Premier Specialty Product Innovator Paziti  We believe that we manufacture more high peréorce alloys than any other
competitor, and we continue to allocate resouraesaximize this product line. Our specialty produatclude proprietary high performance
alloys and materials that meet strength, gaugeydbility and conductivity requirements for applioat in our customers’ industries.

Increase Cost Efficiencies. We will continue to focus on achieving econosnié scale, improved manufacturing processes and
innovation in pursuit of cost reductions. We strige profit improvements primarily through yield provements, increased equipment
utilization and capacity enhancements.

Continue Our Quality Leadership. We will maintain ISO 9000, QS 9000, and ISO Q#@ertifications. For example, our East Alton,
lllinois mill carries the distinctive certificati@nof ISO 9001, due to its extensive design workl, &0 14001, a prominent environmental
standard. We believe that these certifications destrate a quality advantage not possessed by gudl& competitors. We also continue to
maintain preferred supplier positions with somehef largest or most respected companies in segmgte quality is essential, such as
automotive and electronics.

Leverage Our Service and Distribution LeadershipGoowth. We believe that we are a service and distrimutiéader in the copper-
based metals industry. Our A.J. Oster distributigstem extends throughout the United States aondratkides facilities in Puerto Rico and
Mexico. We sell directly from the mill to large wohe customers, and to small and medium size cussotim®ugh A.J. Oster and other licen
distributors. We intend to leverage our serviceléahip and our distribution network to improve fust-in-time delivery services and our
customized order capabilities.

Winchester
Products and Service:

Winchester is in its 137th year of operation asd’/B™year as part of Olin. Winchester is a premier dagyet and manufacturer of sm
caliber ammunition for sale to domestic and intéamal retailers, law enforcement agencies and ddimand international militaries. We
believe we are a leading U.S. producer of ammumiiio recreational shooters, hunters, law enforaggragencies and the U.S. Armed Forces.
Our legendary Winchester product line includesredjor gauges and calibers of shotgun shells, rééird centerfire ammunition for pistols
and rifles, canister powder, reloading componentsiadustrial cartridges. We believe we are theketdeader in both shotshell and centerfire
pistol ammunitions. We expect the sporting ammanitndustry to be flat in 2004.

Winchester has strong relationships throughouséies and distribution chain and strong ties tditicnmal dealers and distributors.
Winchester has built its business with key highumod mass merchants and specialty sporting gooaiterst We have consistently developed
industry-leading ammunition, and for the last seags, Winchester was recognized with the “Ammunitbthe Year'award from the Shootir
Industry Academy of Excellence for its technologjead design leadership.

Winchester purchases raw materials such as leadrfrerchants, dealers and customers at market @ricpested on exchanges such as
the Commodity Metals Exchange, or COMEX, and LonNm@tals Exchange, or LME. Winchester also purchaseper-based strip and cups
from our Metals segment. Winchester’'s other main meaterial is propellant, which is purchased prenhately from one of the United States’
largest propellant suppliers.



The following table lists products and serviceswoif Winchester business, with principal productshenbasis of annual sales highlighted
in bold face.

Major Raw Materials &
Components for Products/

Products & Services Major End Uses Plants & Facilities Services
Winchester ® sporting Hunters & recreational shooters, |i East Alton, IL brass, lead, steel, plast
ammunition (shot-shells, enforcement agencies Geelong, Australia propellant, explosives

small caliber centerfire &
rimfire ammunition)

Small caliber military Infantry and mounted weapons East Alton, IL brass, lead, propellant,
ammunition explosives

Government-owned arsenal Maintenance of U.S. Army laid-away Baraboo, WI subcontracted &
operation production plant government-supplied

component:

Industrial products (8 gaut Maintenance applications in power East Alton, IL brass, lead, plasti
loads & powder-actuated tool concrete industries, powdactuated toolsi  Geelong, Australia propellant, explosives
loads) construction industr

Strategies

Leverage Existing Strengths. Winchester will focus on seeking new opportigsito leverage the legendary Winchester brand raarde
will continue to offer a full line of ammunition pducts to the markets we serve, with specific fanugvestments that lower our costs and
make Winchester ammunition the retail brand of cloi

Focus on Product Line Growth. With a long record of pioneering new produdedhgs, Winchester has built a strong reputati®mm
industry innovator. This includes the introductmfiireduced-lead and non-lead products, which asevigg in popularity for use in indoor
shooting ranges and for outdoor hunting.

RECENT DEVELOPMENTS

In January 2004, we announced that our board ettlirs approved plans to move our corporate heatdgsdo the East Alton, lllinois
area. The decision to relocate was driven by tharmeational, strategic and economic advantagksc&iing our corporate headquarters in the
East Alton area. The relocation of corporate headqus will be accompanied by a downsized corpastitesture more appropriate for us in
today’s competitive business environment. We explecheadquarters relocation to be completed bemideof 2004. Currently, 82 people are
employed on the corporate staff, including 66 imMedk. When completed, the efficiencies of beingstantially co-located with the Brass and
Winchester businesses will result in corporate gramel being reduced by more than forty percent) tdtal projected savings of approximately
$6 million per year. As a result of the relocatiam expect to incur one-time costs of approxima$dlg million which will be disclosed as
expensed primarily throughout 2004. We expect twide job transition benefits and outplacementises/to all affected employees. The
transition is expected to begin in the second guaft2004.

On February 3, 2004, we issued and sold 10 miliweres of our common stock at a public offeringgpaf $18.00. Net proceeds from
the sale were approximately $178 million and wesedito make a voluntary contribution of $125 millto our pension plan. The balance of
the proceeds of $53 million is available to retiraturing debt or for other corporate purposes.

INTERNATIONAL OPERATIONS

We have sales offices and subsidiaries in variousizies which support the worldwide export of prot from the United States as w
as overseas production facilities. In addition,menufacture and distribute sodium hydrosulfite razs.

Yamaha-Olin Metal Corporation, manufactures highfgrenance copper alloys in Japan for sale to teetednics industry throughout the
Far East. Our subsidiary, Olin Australia Limitedadls and packs sporting and industrial ammunitiofsustralia. We entered into an agreement
with Luoyang Copper (Group) Ltd. to jointly consttiand operate a metals service
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center in Guangzhou, China, which we expect togezational in the first quarter of 2004. See theéeN§egment Information” of the Notes to
Consolidated Financial Statements in Iltem 8, fagyaphic segment data. We are incorporating ounsaginformation from that Note into
this section of our Form 10-K.

CUSTOMERS AND DISTRIBUTION

During 2003, no single customer accounted for nioa@ 5% of consolidated sales. Sales to all U.8egonent agencies and sales under
U.S. government contracting activities in total@oated for approximately 9% of consolidated sabe®0d03. Products we sell to industrial or
commercial users or distributors for use in thedpition of other products constitute a major pédw total sales. We sell some of our
products, such as sporting ammunition and brass)dcge number of users or distributors, whilesek others, such as chlorine and caustic
soda, in substantial quantities to a relatively lsmamber of industrial users. We discuss the austis for each of our three businesses in more
detail above under “Products and Services.”

We market most of our products and services prigndriough our sales force and sell directly toieas industrial customers, the U.S.
Government and its prime contractors, to wholesaded other distributors.

Because we engage in some government contractiivities and make sales to the U.S. Governmentargesubject to extensive and
complex U.S. Government procurement laws and réigak& These laws and regulations provide for omggovernment audits and reviews of
contract procurement, performance and administrakailure to comply, even inadvertently, with #ésws and regulations and with laws
governing the export of munitions and other comgbproducts and commodities could subject us erarmore of our businesses to civil and
criminal penalties, and under certain circumstansespension and debarment from future governnaaritacts and the exporting of products
for a specified period of time.

COMPETITION

We are in active competition with businesses praduthe same or similar products, as well as, medstances, with businesses
producing different products designed for the sas®s. We are among the largest manufacturerstoibdisrs in the United States of
ammunition, copper and copper alloys and certaior@ikali products based on data provided by therfihng Arms and Ammunition
Manufacturers’ Institute (SAAMI), CDA and CMAI, rpsctively. Founded in 1926, SAAMI is an associatiéthe nation’s leading
manufacturers of sporting firearms, ammunition eachponents. Many factors influence our ability éonpete successfully, including price,
delivery, service, performance, product innovato product recognition and quality, dependingrenproduct involved.

EMPLOYEES

As of December 31, 2003, we had approximately 5gt@ployees (excluding approximately 56 employed&saternment-owned,
contractor-operated facilities), with approximats|g00 working in the United States and approxitgat®0 working in foreign countries.
Various labor unions represent a majority of ounrhepaid employees for collective bargaining puses. Although some labor contracts
extend for as long as six years, others are fortshperiods. A labor contract for approximatelZimployees at the Chlor Alkali Products
Division’s Mcintosh, Alabama facility expires in Ap2004 and a labor contract for approximately 288ployees at the Metals facility in
Montpelier, Ohio expires in June 2004. While weidned our relations with our employees and theifotes representatives are generally
satisfactory, we cannot assure you that we canledecthese labor contracts or any other labor agee¢s without work stoppages.

RESEARCH ACTIVITIES; PATENTS

Our research activities are conducted on a prograip basis at a number of facilities. Company-spoed research expenditures were
approximately $5 million during each of 2003, 2G0®1 2001.

We own or license a number of patents, patent egidins and trade secrets covering our productpesaesses, particularly for use in
our Metals segment. We believe that, in the agdesdfae rights under our patents
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and licenses are important to our operations, leutlevnot consider any individual patent or liceasgroup of patents and licenses related to a
specific process or product to be of material ingroee to our total business.

RAW MATERIALS AND ENERGY

We purchase the major portion of our raw mategguirements. The principal basic raw materialofarproduction of chlor alka
products are salt, electricity, sulfur dioxide,ale and hydrogen. Copper, zinc, various otheferoous metals and brass scrap are required
for the Metals business. Lead, brass and propedi@nthe principal raw materials used in the Wistdiebusiness. We typically purchase our
principal basic raw materials pursuant to multiyeamtracts. In the manufacture of ammunition, we aisubstantial percentage of our own
output of cartridge brass. We provide addition&iimation with respect to specific raw materialdhie tables above under “Products and
Services.”

Electricity is the predominant energy source for manufacturing facilities. Most of our facilitiese served by utilities which generate
electricity principally from coal, hydroelectric admuclear power.

ENVIRONMENTAL AND TOXIC SUBSTANCES CONTROLS

The establishment and implementation of federatesand local standards to regulate air, watelaml quality have affected and w
continue to affect substantially all of our manufaing locations. Federal legislation providing fegulation of the manufacture, transportat
use and disposal of hazardous and toxic substdraseisnposed additional regulatory requirementadnstry, particularly the chemicals
industry. In addition, implementation of environnedriaws, such as the Resource Conservation anov@gcAct and the Clean Air Act, has
required and will continue to require new capitgp@enditures and will increase operating costs. Wipley waste minimization and pollution
prevention programs at our manufacturing sitesvea@re a party to various governmental and prigatéronmental actions associated with
waste disposal sites and manufacturing facilit@sarges to income for investigatory and remedi@lref were material to operating results in
the past three years and may be material to netriadn future years.

See our discussion of our environmental mattetgem 3, “Legal Proceedings” below, the Note “Envingental” of the Notes to
Consolidated Financial Statements contained in Beand Item 7, “Management’s Discussion and Arialgs Financial Condition and Results
of Operations.”

ADDITIONAL FACTORS THAT MAY AFFECT FUTURE RESULTS

In addition to the other information in this For®-K, the following factors should be considere@imluating Olin and our business. All
of our forwardlooking statements should be considered in liglhe§e factors. Additional risks and uncertaintied we are unaware of or tl
we currently deem immaterial also may become ingmbrtactors that affect us.

Sensitivity to Global Economic Conditions and Cychality —Our operating results could be negatively affectedng economic
downturns.

The business of most of our customers, particulaulyautomotive, coinage, electrical connectolectammunications and housing
customers, are, to varying degrees, cyclical anve historically experienced periodic downturns. §dhheconomic and industry downturns have
been characterized by diminished product demarggssxmanufacturing capacity and, in some casesy laverage selling prices. Therefore,
any significant downturn in our customers’ busimsssr in global economic conditions could resul ireduction in demand for our products
and could adversely affect our results of operationfinancial condition. As a result of the degegseconomic conditions beginning in the
fourth quarter of 2000 and continuing through tingt half of 2002, our vinyls, urethanes and puid paper customers had lower demand for
our chlor alkali products. Our coinage, electroamcl telecommunications customers had lower dem@amolir Metals products beginning in 1
fourth quarter of 2000 and continuing through 2003ver demand in our Metals segment adversely tfeour business and results of
operations in 2001, 2002, and 2003, compared t0 20d lower demand in our Chlor Alkali Products i8egt adversely affected our business
and results of operations in 2001 and 2002, congpar€000. The rod industry has been negativelycaéd by
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continued reductions in capital spending in theugtdal machinery segment and reduced demand flifog and household products as a
result of declines in commercial construction.

Although we do not generally sell a large perceataigour products directly to customers abroadygd part of our financial performar
is dependent upon a healthy economy beyond thestll Gitates. Our customers sell their products abrsd result, our business is affectec
general economic conditions and other factors istéte Europe and most of East Asia, particularlin€and Japan, including fluctuations in
interest rates, customer demand, labor costs dred factors beyond our control. The demand foramstomers’ products, and therefore, our
products, is directly affected by such fluctuatio@sir joint venture, Yamaha-Olin Metal Corporatitotated in Japan, is particularly
susceptible to these fluctuations. We cannot aggurghat events having an adverse effect on tthasimies in which we operate will not occur
or continue, such as a further downturn in the WhasEuropean, Asian or world economies, increas@geérest rates, unfavorable currency
fluctuations or a prolonged slowdown in the coinagectronic or telecommunications industries.

The terrorist attacks of September 11th createdyreaonomic and political uncertainties and have daaégative impact on the global
economy. The long-term effects of these attackswifuture operating results and financial conditiwe unknown. The national and
international responses to terrorist attacks aactitential for additional terrorist attacks or g@mevents could have further material adverse
effects on the economy in general, on our industiy on our operations. For example, war with onmare countries could have numerous
consequences for us and our customers, one of widghbe sustained high energy prices.

Cyclical Pricing Pressure—Our profitability could be reduced by declinesaverage selling prices of our products, particylddclines
in the ECU netback (gross price less freight asdalints).

Our historical operating results reflect the cyaliand sometimes volatile nature of the chemicatats and ammunition industries. We
experience cycles of fluctuating supply and demarehch of our business segments, particularlyhloiCAlkali Products which results in
changes in selling prices. Periods of high dem#ght supply and increasing operating margins tencesult in increased capacity and
production until supply exceeds demand, generallpWed by periods of oversupply and declining psicThe industry build cycle, and its
impact on industry pricing, has been most pronodniceur Chlor Alkali Products segment. For examplel 995 and 1996, the chlor alkali
industry was very profitable due to a tight supggmand balance, which resulted in both higher djpgyaates and higher ECU prices. Higher
profits led to reinvestment to expand capacity sTHeéw capacity became operational in 1998 and 1838|ting in industry over-capacity. This
imbalance was exacerbated by falling demand asudt r&f the Asian financial crisis. The supply/dedambalance resulted in both lower
operating rates and lower ECU prices, and in 188y chlor alkali producers had operating lossés. Supply/demand balance improved due
to improved economic conditions in 2000 comparetid®9, and ECU prices increased in 2000 compar&8938. As the U.S. and world
economies deteriorated in 2001 and through theHal of 2002, the chlor alkali industry again exignced a period of oversupply because of
lower industry demand for both chlorine and caugtiwother factor impacting demand for chlorine @adstic soda is the price of natural gas.
Higher natural gas prices, which recently have eded $5 per million British thermal units, increase customers’ manufacturing costs, make
them less competitive in world markets and, theeefmay result in reduced demand for our products.

Price in the chlor alkali industry is a major stuppkelection criterion. We have little or no alyilio influence prices in this large
commodity market. Decreases in the average seiliings of our products could have a material advefect on our profitability. For
example, assuming all other costs remain consaa$it0 change in our ECU netback causes a corresgp®@2 million increase or decrease in
our annual revenues and pre-tax profits, when weperating at full capacity. While we strive toinmtain or increase our profitability by
reducing costs through improving production effiwig, emphasizing higher margin products, and byrotimg selling and administration
expenses, we cannot assure you that these effirtseveufficient to offset fully the effect of chges in pricing on operating results.

Because of the cyclical nature of our businesses;amnot assure you that pricing or profitabilitythe future will be comparable to any
particular historical period, including the mosteat period shown in our operating results. We oaiassure you that the chlor alkali industry
will not experience adverse trends in the futurehat our operating results and/or financial céindiwill not be adversely affected by them.
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Our Metals and Winchester segments are also sujetianges in operating results as a result dical@ricing pressures, but to a lesser
extent than the Chlor Alkali Products segment. Weagally pass changes in prices for copper and atbéals along to our customers as pa
the negotiated price of the finished product in tradour Metals segment product lines. However, Metals segment experiences
manufacturing or pricing pressure with respects@onversion charges, and we cannot assure ybadkarse trends in pricing and margins
will not affect operating results in the future.a@iges in global supply/demand for copper and cogli@rs may affect our ability to obtain raw
materials under reasonable terms and conditionshaiay materially adversely affect our operatirgutes. Similarly, selling prices of
ammunition are affected by changes in raw matedats and availability and customer demand, antingscin average selling prices of our
Winchester segment could adversely affect our taoifity.

Indebtedness—Our indebtedness could adversely affect our firmondition, limit our ability to grow and comeand prevent us
from fulfilling our obligation under our indebtedsee

As of December 31, 2003, we had approximately $8R2on of indebtedness outstanding, excluding guarantee of $85 million of
indebtedness of our Sunbelt joint venture. Thissduoat include our $140 million senior credit fagilon which we had $107 million available
on that date. As of December 31, 2003, our indetgss represented 65% of our total capitalization.

Our indebtedness could adversely affect our fir@randition, limit our ability to grow and competad prevent us from fulfilling our
obligations under our indebtedness. Despite owal lef/indebtedness, our senior credit facility aod existing indentures permit us to borrow
additional money. If we borrow more money, the sis&lated to our indebtedness could be increagadisantly.

Debt Service—We may not be able to generate sufficient cagteteice our debt, which may require us to refinamaeindebtedness or
default on our scheduled debt payments.

Our ability to generate sufficient cash flow fromevations to make scheduled payments on our dgeleindes on a range of economic,
competitive and business factors, many of whichoatside our control. We cannot assure you thabasmess will generate sufficient cash
flow from operations. If we are unable to meet exppenses and debt obligations, we may need tcarefsall or a portion of our indebtedness
on or before maturity, sell assets or raise eqliitg.cannot assure you that we would be able toarfie any of our indebtedness, sell assets or
raise equity on commercially reasonable terms aflatvhich could cause us to default on our oltliges and impair our liquidity. Our inabilit
to generate sufficient cash flow to satisfy ourtdedigations, or to refinance our obligations @menercially reasonable terms, would have an
adverse effect on our business, financial conditiod results of operations, as well as on ourtghidi satisfy our debt obligations. See
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations.”

After taking into consideration our interest-rateaps which convert our fixed rate debt to a vagaile, at December 31, 2003,
approximately 43% of our indebtedness bears intatesriable rates that are linked to short-temterest rates. If interest rates rise, our costs
relative to those obligations would also rise.

Imbalance in Demand for Our Chlor Alkali Products —A loss of a substantial customer for our chlomne&austic soda could cause an
imbalance in demand for these products, which chalce an adverse effect on our results of operation

Chlorine and caustic soda are produced simultamgauns in a fixed ratio of 1.0 ton of chlorine tdltons of caustic soda. The loss of a
substantial chlorine or caustic soda customer coalse an imbalance in demand for our chlorinecandtic soda products. An imbalance in
demand may require us to reduce production of bblrine and caustic soda or take other stepsnecithe imbalance. Since we cannot s
chlorine, we may not be able to respond to an iarixa in demand for these products as quickly aciefftly as some of our competitors. If a
substantial imbalance occurred, we would needdaae prices or take other actions that could havegative impact on our results of
operations and financial condition.
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Competition —We face competition from other chemical, metald ammunition companies, including the migrationUnjted States
customers to low-cost foreign locations, which doadiversely affect our revenues and financial dadi

We are in active competition with companies prodgehe same or similar products, as well as, inesorstances, with companies
producing different products designed for the sases. With respect to certain product groups, sscdmmmunition, copper alloys and brass
rod, and with respect to certain chlor alkali protdywe are among the largest manufacturers aitdigdrs in the United States. We encounter
competition in price, delivery, service, securimgl anaintaining customers, performance, technolpgyduct innovation, and product
recognition and quality, depending on the prodoeodived. Our customers could decide to move sonal @f their production to lower cost,
offshore locations and this could reduce demarttderinited States for our products. With respedceidain products, some of our competitors
are larger, have greater financial resources awd legs debt than we do. As a result, these cotopethay be better able to withstand a ch:
in conditions within the industries in which we ogie and throughout the economy as a whole. If evaat compete successfully, our busin
financial condition and results of operations cdutdadversely affected.

Environmental Costs—We have ongoing environmental costs, which coultenelly adversely affect our financial positionresults o
operations.

The nature of our operations and products, inclydie raw materials we handle, exposes us to skeofiliabilities or claims with respe
to environmental matters. We have incurred, antasihtinue to incur, significant costs and capégbenditures in complying with
environmental laws and regulations.

The ultimate costs and timing of environmentalilitibs are difficult to predict. Liability underrerironmental laws relating to
contaminated sites can be imposed retroactivelyoana joint and several basis. One liable partyctba held responsible for all costs at a site,
regardless of fault, percentage of contributiothisite or the legality of the original dispodafe could incur significant costs, including
cleanup costs, natural resources damages, cigiiroinal fines and sanctions and third-party lawsulaiming, for example, personal injury
and/or property damage, as a result of past ordutiolations of, or liabilities under, environmahor other laws.

In addition, future events, such as changes toarsemigorous enforcement of environmental laws J¢oequire us to make additional
expenditures, modify or curtail our operations andfistall pollution control equipment.

Accordingly, it is possible that some of the mattierwhich we are involved or may become involveadyrhe resolved unfavorably to us,
which could materially adversely affect our finaadgyosition or results of operations. See “Manageradiscussion and Analysis of Financial
Condition and Results of Operations-Environmentattits.”

Cost Control —Our profitability could be reduced if we experierftigher-than-expected raw material, utility, ty@osation or logistics
costs, or if we fail to achieve our targeted cesfLictions.

Our operating results and profitability are deperidgon our continued ability to control, and inrsocases further reduce, our costs. If
we are unable to do so, or if costs outside ofamntrol, particularly our costs of raw materialslities, transportation and similar costs incre
beyond anticipated levels, our profitability wikdine.

Production Hazards—Our facilities are subject to operating hazardsictv may disrupt our business.

We are dependent upon the continued safe opermattionr production facilities. Our production fatidis are subject to hazards associated
with the manufacture, handling, storage and trariapon of chemical materials and products and anitimn, including leaks and ruptures,
explosions, fires, inclement weather and natursdsters, unexpected utility disruptions or outagescheduled downtime and environmental
hazards. From time to time in the past, we haveim@dents that have temporarily shut down or othee disrupted our manufacturing, caus
production delays aneksulting in liability for workplace injuries andthlities. Some of our products involve the manufgand/or handling
a variety of explosive and flammable materials. bithese products by our customers could alsdtrigsliability if an explosion, fire, spill or
other accident were to occur. We cannot assurehatuve will not experience these types of incidéntthe future or that these incidents will
not result in production delays or otherwise haveagerial adverse effect on our business, finarogiatlition or results of operations.
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Labor Matters —We cannot assure you that we can conclude fusidlrerIcontracts or any other labor agreements witivouk
stoppages.

Various labor unions represent a majority of ounrhepaid employees for collective bargaining puses. Although some labor contracts
extend for as long as six years, others are fortshperiods. A labor contract for approximatelZimployees at the Chlor Alkali Products
facility in Mcintosh, Alabama expires in April 20@hd a labor contract for approximately 235 empésyat the Metals facility in Montpelier,
Ohio expires in June 2004. While we believe ouatiehs with our employees and their various repriedves are generally satisfactory, we
cannot assure you that we can conclude future ledautracts or any other labor agreements withoukwtoppages.

Tax Audits —We are currently subject to ongoing tax auditsiciwimay result in additional tax payments.

We are currently subject to ongoing audits by titerhal Revenue Service in connection with our Fadeax returns for the years from
1992 to 2000; however, we have closed all tax y#amigh 1991. Depending on the outcome of thedésawe may be required to pay
additional taxes, and any additional taxes andedlaterest could be substantial. We have reseamsalints which we believe will be sufficil
for any adverse outcome. The timing of any suchvgats is uncertain.

Pension Plans—Declines in global equity markets on asset valresany declines in interest rates used to valkdidhilities in our
pension plan may result in higher pension coststiaaaeed to fund the pension plan in future yesadjer than expected.

Under Statement of Financial Accounting Standa8#SAS) No. 87, we recorded a $220 million aftertharge ($360 million pretax) to
Shareholders’ Equity as of December 31, 2002, ¢tifig an accumulated benefit obligation in excdsb® year-end market value of assets of
our pension plan. In 2003, the decline in interatds more than offset a significant rebound invildeie of the plan’s assets, which necessitated
the recording of an additional after-tax chargehareholders’ equity of $20 million ($32 milliongtax). This is a nooash charge and does
affect our ability to borrow under our revolvingedit agreement.

Based on our assumptions and estimates, includatgriczal plan experience and assumptions regartieduture and the $125 million
voluntary contribution from the proceeds of oureniiig of 10 million shares of common stock, we rbayrequired to make additional
contributions to the pension fund. For 2004, wéneste that our nomash pension pretax expense will be approximatelyrtillion higher thai
2003 ($2.5 million per quarter) versus $20 millligher had we not made the $125 million voluntasgtdbution, and that pension expense
will continue to increase by about $10 million gear over the next few years.

Security and Chemicals Transportation—New regulations on the transportation of hazardiesmicals and/or the security of chemical
manufacturing facilities in response to the incegbterrorist threat post September 11th could té@sgignificantly higher operating costs.

The chemical industry, including the chlor alkaliluistry, has proactively responded to the issueswwuding the events of September 11,
2001 by starting new initiatives relating to thewgty of chemicals industry facilities and therts@ortation of hazardous chemicals in the
United States. Simultaneously, government at thal]state and federal levels has begun the regylptocess which could lead to new
regulations that would impact the security of cheahplant locations and the transportation of hdaas chemicals. Our Chlor Alkali business
could be adversely impacted because of eitheradent or the cost of complying with new regulatioffhe extent of the impact would depend
on the consequences of an incident and the natareigection of future regulations, which are unkmaat this time

Litigation and Claims —We are subject to litigation and other claims, ethtould cause us to incur significant expenses.

We are a defendant in a number of pending legalgeings relating to our present and former op@ratiThese include proceedings
alleging injurious exposure of plaintiffs to varbahemicals and other substances (including pracgedased on alleged exposures to
asbestos, perchlorate and vinyl chloride). Freduestich proceedings involve claims made by numeplaintiffs against many defendants.
We believe we have valid defenses
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to these proceedings and are defending them vigbyradowever, because of the inherent uncertaimtidisigation, we are unable to predict
outcome of these proceedings and therefore camtetrdine whether the financial impact, if any, v material to our financial position or
results of operations.

Changes in Laws and Regulations—We are subject to a variety of existing laws aeglifations that affect our business.

We are unable to determine what effect, if any,itmgact of changes in existing or new laws and llegns and the associated
compliance costs may have on our operating results.

Item 2. PROPERTIES

We have manufacturing sites at 21 separate lotioh2 states and Puerto Rico and two manufagiites and a distribution facility
three foreign countries. In addition, a metals mereenter in China is expected to be operatian#ié first quarter of 2004. Most
manufacturing sites are owned although a numbsmaill sites are leased. We listed the locatioms &#bm which our products and services
are manufactured, distributed or marketed in théetaset forth under the caption “Products and iSesv’

We lease warehouses, terminals and distributidnesffand space for executive and branch salessféind service departments
throughout the world.

Item 3. LEGAL PROCEEDINGS

(a) We completed the work of covering certain farmaste ponds in 2003 in connection with remediatibmercury contamination at
the site of our former mercury cell chlor alkalapt in Saltville, Virginia, and have now completdtremediation work required to date.

We have met with the site’s Natural Resources Erssat the Trustees’ request regarding past raléase the Saltville site and the
nearby North Fork of the Holston River. In mid-20@3 Trustees for natural resources in the Nootfi IBf the Holston River, the Main Stem
Holston River, and associated floodplains, locéte8myth and Washington Counties in Virginia, andullivan and Hawkins Counties in
Tennessee notified us of, and invited our parttigpein, an assessment of alleged injuries to m&t@sources resulting from the release of
mercury. The Trustees also notified us that thexehmmade a preliminary determination that we aremtlly liable for natural resource
damages in said rivers and floodplains. In lighthef early stage, and inherent uncertainties, @adsessment, we cannot at this time determine
whether the financial impact, if any, of this matéll be material to our financial position or tés of operations. See “Environmental Matters”
contained in Item 7—"Management’s Discussion andl$sis of Financial Condition and Results of Operat.”

(b) As part of the continuing environmental invgation by federal, state and local governmentsastevdisposal sites, we have entered
into a number of settlement agreements requiring aentribute to the cost of the investigation alehnup of a number of sites. We expect
this process of investigation and cleanup to comtirbee “Environmental Matters” contained in Item“Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems.”

(c) As a result of an internal audit of our Eastol Illinois facility, we questioned whether reteipgrades to certain operations were
completed in full compliance with certain USEPA amissions regulations. Although our facility raeel a modification to its air emissions
permit from the lllinois Environmental Protectiogéncy, or IEPA, for the upgrades, the permit maediibn may not have addressed or
completely addressed all applicable regulationsFéruary 15, 2002, we disclosed to USEPA and IBRAthe upgrades may not have been
in compliance with all aspects of USEPA regulatiddgon further review, we submitted a report to AER June 2002, discussing our analysis
of the regulations applicable to the upgrades. e loffered to work with USEPA and IEPA to deterenihe nature and extent of the issues
and to correct them, if necessary. As part of #s®lution of this issue, we may need to enhandetpwi control equipment at our East Alton
facility and pay some penalty. We do not expect thea ultimate resolution of this matter will haaenaterial impact on our financial position,
or on our results of operations.
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(d) We and our subsidiaries are defendants in waragher legal actions (including proceedings basedlleged exposures to asbestos,
perchlorate and vinyl chloride) incidental to oaspand current business activities. While we beltdat none of these legal actions will
materially impact our financial position, in ligbt the inherent uncertainties of the litigation ceming alleged exposures, we cannot at this
time determine whether the financial impact, if aofythese matters will be material to our resafteperations.

In particular, we have been named as defendanbim@er of similar legal actions (including sevemaposed class actions) filed in 2(
and 2004 in federal and state court in San Joddpféa relating to alleged groundwater contamioatarising from perchlorate use between
1956 and 1996 by Olin and another, unrelated, disfienat an Olin facility in Morgan Hill, CalifornidVe are working with California state
regulatory authorities to determine the scope ¢épiial contamination. We are vigorously defendimgse suits and opposing any class
certification.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
We did not submit any matter to a vote of sectholders during the three months ended Decembe2(B3.

Executive Officers as of February 29, 2004

Served as an

Olin Officer
Name and Age Office Since
Joseph D. Rupp (5: President and Chief Executive Offic 199¢
Anthony W. Ruggiero (62 Executive Vice President and Chief Financial Offi 199t
Thomas M. Gura (5¢ Executive Vice President, Metals Gra 1997
Peter C. Kosche (6: Senior Vice President, Corporate Affa 199:
George B. Erensen (6 Vice President and General Tax Cour 199(C
Mary E. Gallagher (38 Vice President and Controll 199¢
John L. MclIntosh (49 Vice President and President, Chlor Alkali Produzitdsion 199¢
George H. Pain (5: Vice President, General Counsel and Secre 200z
Janet M. Pierpont (5¢ Vice President and Treasul 199(

No family relationship exists between any of thexabnamed executive officers or between any of taathany of our Directors. Such
officers were elected to serve, subject to thedysl, until their respective successors are chosen.

Each of the aboveamed executive officers, except M. E. Gallagher @nH. Pain, has served as an executive offiaemndbless than th
past five years.

Mary E. Gallagher was elected a Corporate Viceigeas on April 27, 2000. She was elected ContraleApril 29, 1999. Prior to that
time, and since she joined Olin in May 1996, sheextas Director, Accounting and Financial Repartidrior to joining Olin, she served as a
Senior Manager with KPMG LLP.

George H. Pain joined Olin on April 15, 2002 as&/Rresident, General Counsel and Secretary. Pritiettime, since 2001, he servec
Vice President and General Counsel of General Dycsm@rdnance and Tactical Systems, Inc., an opgratiit of General Dynamics
Corporation. From 1997-2001, he served as ViceitRras General Counsel and Secretary of Primex fi@ogies, Inc.
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PART Il
Item 5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
As of January 31, 2004, we had approximately 6y880rd holders of our common sto

Our common stock is traded on the New York Stockhaxge, Chicago Stock Exchange and Pacific Exchdnge

The high and low sales prices of our common stazcind each quarterly period in 2003 and 2002 ated below. A dividend of $0.20
per common share was paid during each of the foartgrs in 2003 and 2002.

Second Third Fourth
First Quarter Quarter Quarter
2003 Quarter
Market price of common stock per New York Stock Eaaege composite transactic
High $20.0C  19.7C 19.0( 20.5:
Low 14.97  16.4(C 15.8: 15.7¢
2002
Market price of common stock per New York Stock Exege composite transactic
High $18.8C 22.2¢ 22.6( 17.0¢
Low 13.88  16.9¢ 15.5¢ 13.9(

This table summarizes share and exercise pricenmaftion about our equity compensation plans aseafeinber 31, 2003. The table does
not include:

» 500,000 shares available under a deferral plamasgdin connection with the acquisition of Monardlags & Copper Corj
(Monarch), under which certain former employeethat company with deferred compensation may pesailyi transfer the deferred

amount into shares of Olin common stock on thesbafsihe then-current fair market value, althoughsach transfers had been made
as of December 31, 2003,

» 46,950 shares remaining available as of Decemhe2(®13 under Olin’'s Employee Deferral Plan, whiehrpits employees to defer
certain elements of compensation in shares of @inmon stock, on the basis of the fair market valfue shares at the time of the

deferral.
Equity Compensation Plan Information
@ (b) ©
Number of securities
Number of securitiesto remaining available for
be issued upon Weighted-average future issuance under
exercise of outstanding exercise price of equity compensation
options, warrants outstanding options, plans (excluding securities
Plan Category and rights (1) warrants and rights reflected in column (a) (1)
Equity compensation plans approved by securitydrsl@d?) 4,861,564(< $19.30(3) 2,231,077
Equity compensation plans not approved by sechutglers (4 N/A(4) N/A(4) N/A(4)
Total 4,861,564 $19.30(3,4 2,231,077

(1) Number of shares is subject to adjustment for chaiy capitalization for stock splits and stockidiénds and similar event
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(2) Does not include information about equity compeinggblans that have expired.

expired plans. As of December 31, 20

Number of Securities
Issuable Under Outstanding

Plan Name Expiration Date Awards
1988 Stock Option Pla 4/30/98 408,883

for Key Employees
of Olin Corporation
and Subsidiarie

Olin 1991 Long Tern 4/30/01 753,060 (options
Incentive Plar
13,700 (restricted stocl

5,850 (performance shar

No additional awardy tve granted under those

Weighted Average
Exercise Price Remaining Term
$20.81 1.64 year:
$18.97 6.08 year:
N/A N/A — weighted

average remaining
vesting period of
0.17 year:
N/A 0 years remaining in
performance measureme
period

(3) Consists of the 1996 Stock Option Plan for Key Eogpes of Olin Corporation and Subsidiaries, the0208hg Term Incentive Plan, the
2003 Long Term Incentive Plan and the 1997 Stoek Rir Nor-employee Directors. Include

» 4,725,847 shares issuable upon exercise of optitthsa weighted average exercise price of $19.86,aaweighted average remain

term of 6.04 year:

» 38,208 shares issuable under restricted stoclguanitts, with a weighted average remaining term.5® Years, and

» 402,265 shares issuable in connection with outstgnaerformance share awards, with a weighted geeterm of 1.52 yeal

remaining in the performance measurement pe

» The shares issuable upon exercise of options ircd2@®,000 shares subject to performance acceleragtithg options, that vest on the
earlier of December 27, 2009, or the tenth daynyn20 calendar day period upon which the averagkeohigh and low per share sa
prices of Olin’'s common stock as reported on thesotidated transaction system for New York StockHlanges issues is at or above

$28.00.

* Includes 135,717 shares under the 1997 Stock Bfakdr-employee Directors which represent stock grantsdtainers, other boal

and committee fees, and dividends on deferred sindkr the plar

(4) Does not include information about equity compeinsgblans assumed in connection with the acquisibbChase Industries Inc. in
September 2002 by merger. No additional awards Imeagranted under those assumed plans. As of Dece8hb2003, options for a tot
of 570,242 shares, with a weighted average exeptise of $16.98 per share, and a weighted avargaining term of 3.02 years, were

outstanding under the various plans assumed inembiom with that acquisitior

Does not include a total of 627,296 shares issugida the exercise of outstanding options undeAtice Chemicals, Inc. 1999 Lor
Term Incentive Plan, with a weighted average eserprice of $25.00, and a weighted average rentateimn of 2.96 years. No

additional options or other awards may be issuettuthat plan.
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Item 6. SELECTED FINANCIAL DATA
ELEVEN-YEAR SUMMARY

2003 2002 2001 2000 1999 1998 1997 1996 1995 1994 1993
($ and shares in millions, except per share ¢
Operations
Sales $1,58¢  $1,301 $1,271 $1,54¢ $1,39f $150¢ $1572 $1817 $188 $1,68 $ 1,507
Cost of Goods Sol 1,40¢ 1,181 1,122 1,277 1,21¢ 1,23¢ 1,27¢ 1,45¢ 1,541 1,42¢ 1,447
Selling and Administratiol 13C 11& 11€ 127 12z 122 132 15¢E 153 13¢ 13€
Research and Developme 5 5 5 5 7 1C 8 2C 17 18 21
Gain (Loss) on Sales and Restructuring of Busirseasd
Spir-off costs (31 — (39 — — (63) — 17¢ — — (26)
Earnings (Loss) of N¢-consolidated Affiliate: 8 (@) (8) 2 (11) — 1 2 2 1) 1)
Interest Expens 20 26 17 16 1€ 17 24 27 33 27 29
Interest and Other Income (Expen 3 6 23 5 3 7 14 11 @) 1 1
Income (Loss) from Continuing Operations before &&x
Discontinued Operations and Cumulative Effect of
Accounting Chang 5 27) (13) 131 27 59 147 352 137 77 (151)
Income Tax Provision (Benefi 4 4 4) 50 1C 21 50 12t 47 26 (60)
Income (Loss) from Continuing Operations before
Discontinued Operations and Cumulative Effect of
Accounting Chang 1 (31 9) 81 17 38 97 227 90 51 91)
Discontinued Operatior — — — — 4 4C 56 53 50 40 1)
Cumulative Effect of Accounting Change, ! (25) — — — — — — — — — —
Net Income (Loss (24) (31 9) 81 21 78 152 28C 14C 91 92)
I I I I I I I I I I I
Financial Position
Cash, Cash Equivalents and S-Term Investment 19C 13€ 202 82 46 75 18¢ 60¢& 2 2 1
Working Capital) 18C 24F 79 171 20€ 15C 88 (220) 22 86 (16)
Property, Plant and Equipment, I 501 552 477 483 46€ 47t 517 40C 58C 54C 534
Total Assets 1,44t 1,424 1,21¢ 1,12 1,062 1,58¢ 1,707 2,11¢ 1,968 1,74¢ 1,68t
Capitalization:
Shor-Term Debt 27 2 10z 1 1 1 8 137 122 29 112
Long-Term Debt 301 32¢ 32¢ 22¢ 22¢ 23C 262 271 40€ 41¢ 44¢
Shareholde’ Equity 17€ 231 271 32¢ 30¢ 79C 87¢ 94¢ 841 74¢ 59€
Total Capitalizatior 504 561 702z 55€ 53¢ 1,021 1,14¢ 1,35¢ 1,36¢ 1,19¢ 1,15¢
Per Share Data
Net Income (Loss
Basic:
Continuing Operation&) 0.0z (0.69) (0.22) 1.8C 0.3¢€ 0.7¢ 1.91 4.3C 1.71 0.87 (2.82)
Discontinued Operatior — — — — 0.0¢ 0.8t 1.11 1.04 1.04 0.9¢ (0.03)
Accounting Change, N« (0.44) — — — — — — — — — —
Net Income (Loss (0.42) (0.63) (0.22) 1.8C 0.4¢ 1.64 3.0Z 5.34 2.7¢ 1.8¢ (2.85)
Diluted:
Continuing Operation&) 0.0z (0.69) (0.22) 1.8C 0.3¢€ 0.7¢ 1.9C 4.2¢ 1.7¢C 0.87 (2.82)
Discontinued Operatior — — — — 0.0¢ 0.84 1.1C 1.01 0.97 0.9¢ (0.03)
Accounting Change, N« (0.44) — — — — — — — — — —
Net Income (Loss (0.42) (0.63) (0.22) 1.8C 0.4¢ 1.62 3.0C 5.27 2.67 1.8t (2.85)
I I I I I I I I I I I
Cash Dividend:
Common (historical 0.8C 0.8C 0.8C 0.8C 0.9¢ 1.2C 1.2C 1.2C 1.2C 1.1C 1.1¢
Common (continuing operation 0.8C 0.8C 0.8C 0.8C 0.8C 0.8C 0.8C 0.8C 0.8C 0.7: 0.7:
ESOP Preferred (annual ra — — — — — — — 5.97 5.97 5.97 5.97
Series A Preferred (annual ra — — — — — — — — 3.64 3.64 3.64
Shareholders’ Equit{?) 2.9¢ 4.01 6.24 7.4¢ 6.87  17.2¢ 17.9¢ 18.1% 17.0¢ 15.4: 13.6:
Market Price of Common Stoc
High 20.5:¢ 22.6( 22.7¢ 23.1¢ 19.8¢ 49.31 51.3¢ 48.0( 38.6: 30.1¢ 25.2¢
Low 14.97 13.8¢ 12.0¢ 14.1¢ 9.5C 23.8¢ 35.3¢ 34.8¢ 24.2¢ 23.0( 20.0¢
Year End 20.0¢ 15.5¢ 16.1¢ 22.1: 19.81 28.31 46.8¢ 37.6¢ 37.1: 25.7¢ 24.7¢
Other
Capital Expenditure 55 41 65 95 73 78 76 74 11€ 80 80
Depreciatior 81 87 85 79 78 7€ 76 84 77 78 74
Common Dividends Pai 47 39 35 36 41 58 61 6C 57 44 42
Purchases of Common Sto — 3 14 20 11 112 162 — — — —
Current Ratic 2.2 25 1.8 1.9 2.C 1.8 1.8 1.€ 1.0 1.2 1.0
Total Debt to Total Capitalizatiof! 65.0% 58.8% 61.4% 41.(% 42.1%  22.6% 23.5% 30.1% 37.%% 36.5% 46.8%
Effective Tax Ratt 76.5% nle 30.8% 38.2% 37.(% 35.% 34.(% 35.5% 34.2% 33.2% 40.0%
Average Common Shares Outstanc 58.2 49.4 43.€ 44.¢ 45.4 47.¢ 50.5 50.C 47.€ 41.C 38.2
Shareholder 6,80( 7,20( 7,50( 8,00( 8,60( 9,20( 10,60( 11,30( 12,00( 12,10( 13,00(
Employeed®) 5,70C 6,20( 5,90( 6,70C 6,70( 6,40( 6,60( 6,20( 7,20( 7,50( 7,10C

In December 1996, we sold our isocyanates busioe$565 in cash. 1996 and prior include the opegatesults of the isocyanat



(1)
(2)
(3)
(4)
(5)

business.

Working Capital excludes Cash and Cash Equival@misShor-Term Investments

Includes gain of $2.20 on sale of the isocyanatesiniess in 199¢

In 1994 and 1993, calculation is based on commaneshand Series A Conversion Preferred Stock aatistg.
Excluding reduction to equity for the Employee &t@owvnership Plan from 1993 through 19

Employee data exclude employees who work at goven-owned/contract-operated facilities
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Item 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

BUSINESS BACKGROUND

Our manufacturing operations are concentratedreeteegments: Chlor Alkali Products, Metals and ah@ster. All three are capil
intensive manufacturing businesses with growthsratesely tied to the general economy. Each seghese commodity element to it, and
therefore, our ability to influence pricing is quitmited on the portion of the segment’s busirteas is strictly commodity. Our Chlor Alkali
Products business is a commodity business wheseigilier products are similar and price is theanmajipplier selection criterion. We have
little or no ability to influence prices in thisrtge, global commodity market. Cyclical price swindsven by changes in supply/demand, can be
abrupt and significant and, given capacity in obto€ Alkali Products business, can lead to verysigant changes in our overall profitability.
While a majority of Metals sales are of a commodigyure, this business has a significant volumgpetialty engineered products targeted for
specific end-uses. In these applications, techwi@pability and performance differentiate the pidand play a significant role in product
selection and thus price is not the only selectigterion. Winchester also has a commaodity elenbefits business, but a majority of Winche:
ammunition is sold as a branded consumer produetevtihere are opportunities to differentiate cartdierings through innovative new
product development and enhanced product perforendfibile competitive pricing versus other brandedraunition products is important, it
not the only factor in product selection.

RECENT DEVELOPMENTS AND HIGHLIGHTS
2003 and 2004 Years

In the first quarter of 2003, we made a decisioolése our manufacturing plant in Indianapolis,iémé. The Indianapolis facility ceas
operations on February 14, 2003. The plant manufedtcopper and copper alloy sheet and strip ptsdaind employed approximately 200
people. Production at the Indianapolis strip méstbeen consolidated within our East Alton, Illi;acility. While the Indianapolis strip mill
had been an important part of the Metals segmanests acquisition in 1988, reduced domestic conion of strip products combined with
capacity additions at East Alton have lessenedégel to maintain the Indianapolis production basea result of this closure and certain other
actions, we recorded in the first quarter of 20@Betax restructuring charge of $29 million. In &ide, we recorded in the fourth quarter of
2003, a pretax restructuring charge of $2 milliomarily for the write down of certain non-U.S. ats netted with a reduction of a previously
established reserve related to our Indianapolisuetsiring.

The major portion of the first and fourth quartBames was a non-cash charge ($25 million) relatélle loss on disposal or write-off of
equipment and facilities and goodwill. The balantéhe restructuring charges related to severandgab-related benefit costs. At the
Indianapolis facility, approximately 190 employeesre terminated, while nine employees were transfieto the East Alton facility. In
addition to the closing of the Indianapolis fagilithe Metals segment had determined that furtbst ieductions were necessary due to
continuing depressed economic conditions. Approsétgeb5 employees were terminated to reduce headdbrough a combination of a
reduction-in-force program in Metals and the retmsaof the segment’'s New Haven, Connecticut metdsarch laboratory activities to two
existing manufacturing locations. We continue tiineate that the annual pretax savings from thednapolis shutdown will more than offset
the one-time cash costs and that the savings witlipher in 2004 when the full-year effect of thimitdown will be realized.

In the first quarter of 2003, we recorded an aftéercharge of $25 million in connection with theoption of Statement of Financial
Accounting Standards (SFAS) No. 143, “AccountingAsset Retirement Obligations.” We adopted thésidard on January 1, 2003 and the
charge is for estimated closure costs related tdaymer operating facilities, certain hazardoustgaunits at our operating plant sites, and our
Indianapolis facility which was shut down in thesfiquarter of 2003, as described above. The &ftecharge was recorded as the cumulative
effect of an accounting change.

In the first quarter of 2003, we were acceptedadipipate in the Internal Revenue Service’s (IR&flement initiative pertaining to tax
issues relating to our benefits liability managetmmpany. Assuming a settlement is
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reached pursuant to the initiative, we expect &névally pay approximately $13 million (which hagklm recorded as a liability prior to 2002),
representing the final settlement, net of tax biémeh the operating results of our benefits ligdpiinanagement company.

In addition, we reached a settlement with the |BI&tive to our company-owned life insurance (CQirjgram. The settlement with the
IRS contemplates a tax payment of approximatelyfildon in the first half of 2004 with the remaiedof approximately $23 million to be
paid in future years. These payments had beendedas a liability prior to 2002.

Under SFAS No. 87, we recorded a $220 million aféercharge ($360 million pretax) to Sharehold&mguity as of December 31, 2002,
reflecting an accumulated benefit obligation ines<of the year-end market value of assets of ensipn plan. In 2003, the decline in interest
rates more than offset a significant rebound invildeie of the plan’s assets, which necessitatedetb@rding of an additional after-tax charge of
$20 million ($32 million pretax). This is a non-tasharge and does not affect our ability to bortmder our revolving credit agreement. On
February 6, 2004, we made a voluntary contributib$125 million to the pension plan with the prodeérom the issuance of common stock
(described below). We expect that the 2004 volyntantribution will have a beneficial effect on tB@04 pension expense of approximately
$10 million pretax ($6 million after tax). Thereégrit is expected that the non-cash pension pestagnse in 2004 will be approximately
$10 million higher than 2003 ($2.5 million per qieaj versus $20 million higher had we not made$h25 million voluntary contribution and
that pension expense will continue to increaseldmut$10 million per year over the next few yedifse voluntary contribution will improve
the funded status of the pension plan. Based deag@assumptions and estimates taking into acaber2004 voluntary contribution, we now
believe that only minimal contributions will be réged until 2008.

On February 3, 2004, we issued and sold 10 miliweres of our common stock at a public offeringgpaf $18.00. Net proceeds from
the sale were approximately $178 million and wesedito make a voluntary contribution of $125 millto our pension plan. The balance of
the proceeds of $53 million is available to retiraturing debt or for other corporate purposes.

In January 2004, we announced that our board ettlirs approved plans to move our corporate heatdysdo the East Alton, lllinois
area. The decision to relocate was driven by tharmrational, strategic and economic advantagksc&iing our corporate headquarters in the
East Alton area. The relocation of corporate headgus will be accompanied by a downsized corpastitesture more appropriate for us in
today’s competitive business environment. We explecheadquarters relocation to be completed bemideof 2004. Currently, 82 people are
employed on the corporate staff, including 66 imMedk. When completed, the efficiencies of beingstantially co-located with the Brass and
Winchester businesses will result in corporate gratsl being reduced by more than forty percent) ¥atal projected savings of approximately
$6 million per year. As a result of the relocatiam expect to incur one-time costs of approxima$dlg million which will be disclosed as
expensed primarily throughout 2004. We expect twiple job transition benefits and outplacementises/to all affected employees. The
transition is expected to begin in the second gquaft2004.

2002 Year

On September 27, 2002, we completed our acquisifié@@hase with the issuance of approximately 9 anishares of our common
stock for 100% of the outstanding stock of Chaag. ZD02 Metals segment’s operating results incthdesales and profits from Chase for the
fourth quarter of 2002.

In March 2002, we issued and sold 3,302,914 steresmmon stock at a public offering price of $X¥.Bhe net proceeds from the sale
were approximately $56 million.

In June 2002, we repaid the $100 million 8% notemfthe proceeds from the sale of $200 million 8%2otes in December 2001. In
March 2002, we refinanced our variable rate taxagxtedebt issues, totaling $35 million.

In November 2002, we announced that our Metals sagjimad entered into an agreement with Luoyang €ojgpjointly construct and
operate a metals service center in Guangzhou, GoaggProvince, China. The joint venture
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named Olin Luotang Metals (GZ) Ltd., Co., will pess and distribute both our and Luoyang’s coppey @roducts to the growing Chinese
marketplace. The joint venture will allow us to plypspecialty alloys targeted at the electronicgpmotive and telecommunications industr
at competitive prices. This joint venture is expelcto be operational in the first quarter of 2004.

2001 Year

In June 2001, we acquired the stock of Monarctafiproximately $48 million. Monarch was a privatbbld, specialty copper alloy
manufacturer headquartered in Waterbury, CT. ltpees and distributes an array of high performa@opper alloys and other materials used
for applications in electronics, telecommunicaticaastomotive products and building products.

In the third quarter of 2001, we recorded a pretaarge for restructuring and unusual items of $8Bom primarily for costs associated
with a salaried workforce reduction through anyeegtirement incentive program. Cost of Goods %uld Other Income included $2 million
and $1 million, respectively, of unusual items. GafsGoods Sold included the writgf of inventory associated with cancelled custowrelers
Other Income included the write-off of an investmienan E-commerce company because the compangréddbankruptcy and was dissolved
and therefore had no future value. The third-quagstructuring charge of $26 million related te tt90 employees retiring in connection with
the retirement program and represented primarihsipe and postretirement benefit curtailment lossesseverance. As of December 31,
2002, all employees had retired.

In the fourth quarter of 2001, we recorded a restming charge of $13 million pretax primarily foosts associated with idling our
Indianapolis brass mill, consolidating distributioperations of Monarch with the A.J. Oster metalwise center business, and reducing
staffing levels in Chlor Alkali Products. A sigrifint portion of the charge relating to the idlifgh® Indianapolis facility represented pension
and postretirement curtailment losses and sevefan@d0 employees. Another portion of the chaegjated to 38 Chlor Alkali employees who
accepted our offer of a voluntary special sepanghimgram whereby employees accept a voluntarpfiagnd receive full separation benefits
and also receive their accrued pension benefitieadame time. The balance of the restructuringgeheelates to costs associated with the
consolidation of certain Monarch facilities in orde optimize distribution operations.

In 2001, we were notified that we would receiversBaf Prudential Insurance Company as a resiti diecision to demutualize from a
mutual company to a stock company. We recordedraaj@11 million in other income in 2001. We regsil the shares and immediately sold
them in January 2002.

CONSOLIDATED RESULTS OF OPERATIONS
2003 2002 2001

($in millions, except per share data)

Sales $1,58¢ $1,301 $1,271
Gross Margir 18C 12C 14¢
Selling and Administratiol 13C 11F 11€
Restructuring Charg 31 — 39
Interest Expense, n 19 23 16
Other Income 2 3 22
Income (Loss) before Taxes and Cumulative Effeédafounting Chang 5 (27) (13
Income (Loss) before Cumulative Effect of Accougtibhang... 1 (32) 9
Cumulative Effect of Accounting Change, | (25) — —
Net Loss (29 (32) 9)
Diluted Net Loss Per Common Sha

Income (Loss) before Cumulative Effect of Accougti@hange $ 0.0Z $(0.679) $(0.29)

Accounting Change, n $(0.44) $ — $ —

Net Loss $(0.42) $(0.67) $(0.29)
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2003 Compared to 2002

Sales increased 22% primarily due to the inclusittine sales of Chase (13%), an increase in seflifngs (6%), higher metal sales (2%)
and higher volumes (1%). The price increases wenegpily related to higher ECU prices in the Chidkali Products segment because of the
turnaround in the chlor alkali market.

Gross margin percentage increased from 9% in 2002% in 2003 primarily due to higher ECU sellirmicps for chlor alkali products.

Selling and administration expenses as a percenfagges were 8% in 2003 and 9% in 2002. Sellimgdy administration expenses in 2!
were $15 million higher than in 2002 primarily disehigher pension costs ($5 million), the inclusairChase’s selling and administration
expenses ($4 million), and other administrationesmges such as consulting expenses ($2 millionyaridus legal expenses ($2 million).

The earnings of nonensolidated affiliates were $8 million for 200, $15 million from 2002, primarily due to higher BGQricing at the
Sunbelt joint venture (2003—$7 million income; 26028 million loss).

Interest expense, net of interest income decrefased2002 due to lower average debt levels in 28&3million) and lower interest rates
on our debt portfolio ($2 million), offset in padyy lower 2003 interest income resulting from lowgerest income rates ($1 million). In June
2002, we repaid the $100 million 8% notes.

In 2003, we recorded a tax provision of $4 millmma pretax income of $5 million. The effective take is higher than the 35 percent
U.S. federal statutory tax rate primarily due to imability to utilize state and foreign net opémgtlosses in certain jurisdictions and income in
other foreign jurisdictions being taxed at highetes. In addition, the 2003 restructuring chargtuited the write-off of goodwill, which is not
deductible for tax purposes. The tax benefits medon the losses in 2002 were less than the atatitte because we recorded a tax provision
of $10 million in connection with the surrenderiéé insurance policies purchased by us under tB&IQrogram and were accruing interest
taxes which may become payable in the future.

2002 Compared to 2001

Sales increased 2% primarily due to sales assdordgth our acquisition of both Chase and Monarch)@nd increased volumes (2%),
offset in part by lower selling prices (5%) and alesales (1%). Chase was acquired in late Septe®flt, while Monarch was acquired in
early June 2001. The increase in sales volumeswerass all segments, in particular strip shipmémtee ammunition, automotive and
electronics segments. The price decreases weraisimelated to lower ECU netbacks in the Chloka#ll Products segment.

Gross margin percentage decreased from 11% in @08% in 2002 primarily due to lower ECU prices.

Selling and administration as a percentage of sadge 9% in 2002 and 2001. Selling and administragixpenses were comparable to
2001. Reduced salaries resulting from the earlyereent incentive program and the voluntary sepamgirogram implemented in late 2001
and lower consumer promotional expenses offsetd@&asion income and higher legal expenses.

Interest expense, net of interest income, increfrsad 2001 due to higher average outstanding dibtrillion) relating primarily to the
$200 million that we borrowed in December 2001 higther interest rates on our debt ($4 million) tiadly offset by higher interest income (
million) in 2002.

Other income decreased from 2001 primarily duédéogains on the demutualization of Prudential lasoe ($11 million) and the sale of
excess real estate ($6 million) and a non-recurfiéegpayment ($2 million), all of which were reagivin 2001.

The effective tax rate decreased in 2002 to a hegdb.6% from 30.8% in 2001. The tax benefit relear on the loss in 2002 was less
than the statutory rate because we recorded adaisn of $10 million in connection with the sender of life insurance policies purchased
by us under the COLI program and were accruingésteon taxes which may be payable in the future.
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SEGMENT OPERATING RESULTS

Historically, our external reporting of segment i@iing results included an allocation of all colguercosts to three operating segmenti
the past, senior management and the board of dieebtive reviewed the results of the businessdsdioan externally reported basis
(including the allocation of all corporate costejlan a divisional basis (excluding the allocatibrrorporate costs). During 2003 it became
apparent that the most effective way to reviewréiseilts of our businesses was without the corpa@iédeation. Therefore, all of the monthly
operations reviews focused on the division preéslts (earnings before interest and tax and ekgucbrporate) and the Corporate/Other
costs.

Consistent with the guidance in SFAS No. 131, “Risares and Segments of an Enterprise and Relatehation,”we have determine
it would be more appropriate to create a separatpd@ate/Other segment for external reporting psegdo capture those corporate costs,
which are not readily allocable back to the segmenth as environmental remediation costs, pemst@me and expense, and other purely
corporate items. This is consistent with the mammevhich the results are accumulated in the cadatibn process and the manner in which
they are viewed by senior management and the lfatidectors. We believe that by isolating thesgpooate costs in a separate segment we
will provide more transparent and understandaldeld$ure about the operating results of our segreend that is consistent with how we
assess the performance of our businesses.

We define segment operating income as earnings) (before interest expense, interest income, datiteme, restructuring charge and
unusual items and income taxes and include theatipgrresults of non-consolidated affiliates. Segtmperating results exclude in 2003 the
restructuring charge ($31 million, pretax) and @®2 the restructuring charge and unusual items (#l®n, pretax).

Management monitors segment operating results amings per share excluding unusual items suchsisicturing charges, unusual
charges/credits and accounting changes. Managdrekeves that these items are unique and are mpoptne ongoing business results.
Management believes that providing this informatmimvestors will better enable them to understamdhistorical and future earnings trends
by excluding these items.

2003 2002 2001
($in millions)
Sales:
Chlor Alkali Products $ 40C $ 321 $ 384
Metals 88:¢ 697 61€
Winchestel 302 28¢ 26¢
Total sales $1,58¢ $1,301 $1,271
Operating Income (Loss) Before Restructuring Chauaged Unusual Item
Chlor Alkali Products $ 63 $ (29 $ 21
Metals 11 19 8
Winchestel 22 16 7
Corporate/Othet
Pensiorf 18 26 34
Environmenta (20 (15 (14)
Other Corporate and Unallocated Cc (42) (29) (34)
Total Operating Income (Loss) Before Restructu@marges and Unusual
ltems 53 @) 22
Interest Expens 20 26 17
Interest Income 1 3 1
Other Income 2 3 22
Restructuring Charge (32) — (39)
Unusual Items (Recorded in Cost of Goods S — — 2
Income (Loss) before Taxes and Cumulative Effeddadounting Chang $ 5 $ (27) $ (13

(1) An analysis of pension income (expense) ierearized in the table below. The service cost Aedamortization of prior service costs are allodatethe operating segments based on
their respective estimated census data. Other coem® of pension costs include items such as thected return on plan assets, interest cost andmnéed actuarial gains and loss

2003 2002 2001

Service cost and prior service ¢ $(23) $(23) $(20)

Other components of pension cc 18 26 34

Subtotal pension income (expen 5) 3 14
Curtailment charge—ERIP — —

(17)

Total pension income (expens $ (5 $ 3 $ (3
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Chlor Alkali Products
2003 Compared to 2002

Sales increased 25% from 2002 due primarily to &idfCU prices. The change in net sales reflectpticerg improvements since the
netback low point in the second quarter of 2002sEhsales results reflect a tremendous turnarogigdoyer year as the chlor alkali industry
pricing rebounded from the depressed levels ofaa §go. The year started out with aggressive mieases as the economy started to gain
momentum. The pricing improvement continued uatiélin the third quarter when industry-wide caustientory and production exceeded
demand. Excess caustic inventory and imports oflodfe material forced U. S. producers to reduiméngy. Chlorine pricing remained steady
during the year due to strong demand, primariltheavinyls segment. Our ECU netbacks, excludingSwmbelt joint venture, were
approximately $325 in 2003, compared with approxétya$235 in 2002, reflecting the impact of imprdvaricing. This pricing improvement
was due to improving economic conditions and ingusapacity rationalization. Our operating ratestfe full year 2003 were approximately
86% compared to 87% in 2002.

Our operating results were higher in 2003 comp&reaD02 primarily due to higher selling prices ($7Blion) and improved operating
results from the Sunbelt joint venture ($15 millidecause of higher selling prices. These two factdong with the segment’s cost reduction
programs, more than offset higher manufacturingscebich resulted from increases in steam costifabgas price), increases in electricity
cost and normal escalation. The operating resudta the Sunbelt joint venture included interestemge of $7 million in 2003 and 2002, on the
Sunbelt Notes. Also, in the second quarter of 2883 Sunbelt joint venture completed a debottleimeckroject. The impact of this project, in
terms of capacity, was 40,000 ECU’s on an annudliesis or 20,000 ECU increase for each partner.

2002 Compared to 2001

Sales decreased 16% from 2001 primarily due tol@sting prices (18%), but offset in part by highrelumes (2%). Average ECU
netbacks in 2002 were approximately $235, compar&315 in 2001. The chlor alkali industry suffetbdbugh a difficult first half of 2002
and some high cost manufacturers decided to st dapacity. During the third quarter of 2002, dechatarted to pick up and the industry
was able to pass through several price increasgsoled demand and less overall capacity contitoisdpport price increases through the
of the year. Our operating rates improved unt# iatthe year when seasonal slow downs and a sliggionomy forced us and other
manufacturers to reduce production. Our operatiesrfor the full year 2002 were approximately 8&@pared with 84% in 2001. Chlorine
and caustic volumes were both higher in 2002 costpty 2001.

Operating results were significantly lower in 2Q@marily due to lower prices ($69 million), offset part by higher volumes ($8
million) and improved results from our Sunbelt foirenture ($1 million) and lower costs ($15 milljohosses from the Sunbelt joint venture
were $8 million in 2002 and $9 million in 2001. Tlesses from the Sunbelt joint venture includeriese expense of $7 million in 2002 and
2001 on the Sunbelt Notes. Profit improvement é@t, lower steam cost, overall cost managemedhtlag voluntary separation program
implemented at the end of 2001 contributed to tlvese reductions.
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Metals
2003 Compared to 2002

Sales for 2003 were $883 million and include safe®222 million from Chase. Excluding Chase, salese $661 million. Sales for 2002
(excluding fourth quarter Chase sales of $52 mm)liwere $645 million. Shipment volumes (excludingaSe) were down 4% from 2002,
mainly due to softer demand in the automotive asidage segments with other segments being fldightly weaker, except for ammunition,
which was stronger. However, reported sales (exatu@hase) increased 3% because of higher coppasmnd a product mix containing a
higher metal component.

Shipments to the automotive segment decreased)id 120 7% as automotive production declined ver@@22evels. Coinage shipments
were down 25% from last year due to reduced derfrand the U.S. Mint primarily related to decreasedndnd for the state quarter program
and the continued general softness in the ovetai@ny. Shipments to the ammunition segment in 200@ased from 2002 by 29% due to
strong demand from the military.

Metals had an operating profit of $11 million (whimcluded $8 million of Chase profits) in 2003 ardoperating profit of $19 million
(which included $2 million of fourth quarter prafiat Chase) in 2002. The Metals segment operagsigts in 2003 (excluding Chase)
decreased $14 million and were adversely impacyesl 4% decline in shipments, reduced product mardiigher natural gas costs of $4
million, and cost escalations in wages and fringedfit costs approximating $4 million. The shutdovfrthe Indianapolis facility in the first
qguarter of 2003 increased profits over the 2002peAlthough the decline did not affect our 20@3ults compared to 2002 results, as we
acquired Chase in September 2002, Chase sales@fitd for 2003 were lower than 2002 as a resukafter demand and lower margins.

2002 Compared to 2001

Sales increased 13% mainly as a result of the tgaisitions over the past two years. Sales from &domincreased sales by 4% while
Chase increased sales by 8% in 2002. Overall stipment volume increased by 5% from 2001 duedrcessed demand in the automotive,
ammunition and electronic segments, offset in panteduced demand from coinage. However, overldssacreased only 1%. The difference
was the result of a shift in the mix of sales twéo metal value alloys, lower average metal seltiriges and reduced conversion prices chargec
to customers. The decrease in the average meliabgatice was mainly due to a 1.5% decrease iratregage COMEX price for copper in
2002 from 2001.

Shipments to the automotive and ammunition segmeats increased by 21% compared to last year. &mifgnto the automotive
segment increased in 2002 as we increased ourrpgoetinto this end-use category and an increaseiiomotive production in 2002.
Shipments to the ammunition segment increasedesudt of increased domestic military demand. Sleipis to the electronics segment
increased by 18% in 2002 compared with 2001 buewgl down about 50% from the 1997 to 2000 averdgmand. Coinage shipments were
down 39% from last year due to reduced demand flenJ.S. Mint primarily related to decreased demiandhe state quarter program, the
lack of public acceptance of the $1 Sacagaweaaminthe continued general softness in the overali@ny. In summary, although strip
shipments were up in the automotive and electrosggsnents, this was offset by lower coinage shipsnamd by sales to the electronics
segment that continued to be well below their histéd norms.

Metals operating income was $11 million higher @2 compared with 2001. Operating income benefitethe 5% increase over the
previous year in strip volumes, as mentioned abbgeever, this benefit was partially offset by lowait margins. Operating income was also
favorably impacted by the inclusion of $2 millioh®@hase profits and various cost reduction inii@di including the early retirement program
and the consolidation of Monarch’s distribution mgimns with A.J. Oster which, on a combined baasimsounted to about $12 million in cost
savings year over year. Partially offsetting theteeduction initiatives and higher volumes in 208&e increased employee-related benefit
costs of about $7 million. Also, the 2001 resuttslided a $4 million last-in, firatut (LIFO) inventory liquidation benefit offset ltlge negativ
impact of the East Alton work stoppage in 2001.
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Winchester
2003 Compared to 2002

Sales for 2003 were up 7% compared to 2002, priynduie to higher volumes. The increase in salespriasarily driven by higher
domestic military demand. Operating income in 2B@3eased to $22 million, from $16 million in 200this increase was primarily due to the
higher sales resulting from increased domestidanlidemand, which more than offset higher wageksfange benefit costs.

2002 Compared to 2001

Sales in 2002 were 5% higher than 2001 primarily ttuhigher volumes (4%) and prices (1%) in thetam} and domestic commercial
ammunition businesses. Winchester posted operetiogne of $16 million in 2002 compared with $7 moill in 2001. The increase in sales
accounted for most of the increase in operatingrime. The cost benefit realized in 2002 associaitdtive 2001 early retirement incentive
program and the absence of the effect of the 20ike svere offset in part by the absence of thel280n-recurring income from the settlement
of a claim.

Corporate/Other
2003 Compared to 2002

In 2003 we recorded total pension expense of $bomiaind in 2002 pension income of $3 million tHyreesulting in an $8 milliol
increase in total pension costs. The service aubpaor service cost components of pension expenisieh are included in the operating
segments and in other corporate and unallocated,amsre essentially equal in both years. The tiegutlecrease in the pension credit ($18
million in 2003, $26 million in 2002) recorded irofporate/Other was due to the poor market retunrthe pension assets in previous years
and, to a lesser extent, the decline in interdgesraifter making the voluntary contribution of $l@illion in February 2004, it is now expected
that the total pension pretax expense in 2004heilbpproximately $10 million higher than 2003 ($2lion per quarter) versus $20 million
higher had we not made the $125 million voluntasgitdbution and that pension expense will contitu@crease by about $10 million pery
over the next few years. The voluntary contributigh improve the funded status of the pension pBased on updated assumptions and
estimates, taking into account the 2004 voluntamtrgbution, we now believe that only minimal cabtrtions to the pension plan will be
required until 2008. We discuss our assumptionk véspect to pension estimates under “Critical Aotimg Policies and Estimates.”

In 2003, charges to income for environmental ingesbry and remedial activities were $20 milliomauared to $15 million in 2002.
These charges relate primarily to remedial andstigatory activities associated with past manufaetuoperations and former waste disposal
sites.

Other corporate and unallocated costs increased $29 million in 2002 to $41 million in 2003. Thecrease relates primarily to an
insurance gain of $4 million recorded in 2002, &igher expenses in 2003 related to consulting @2snillion), various legal expenses ($2
million), higher incentive and deferred compensatgosts ($2 million), and accretion expense ($lioni) associated with our asset retirement
obligations recorded in accordance with Financied@unting Standards No. 143, “Accounting for AdRetirement Obligations,” which we
adopted on January 1, 2003.

2002 Compared to 2001

In 2002, we recorded total pension income of $3ionilcompared to pension expense of $3 millionGAOR2 The service cost and prior
year service cost components of pension expendehwhe included in the operating segments andhearaorporate and unallocated cc
increased by $3 million from 2001. The 2001 pensrpenses included a $17 million curtailment lossoaiated with the salaried workforce
reduction through an early retirement incentivegpam at the Metals and Winchester operations in &éan, IL and the 2001 idling of the
Indianapolis brass mill. Excluding the curtailmehtirge, pension income decreased $11 million ir2208@r 2001. The decrease in pension
income was due to the decline in interest ratestlaaghoor market returns on the pension assetstbggrast several years.

Other corporate and unallocated expenses decré&ase34 million in 2001 to $29 million in 2002. &lprimary contributor to this
decrease was the insurance gain of $4 million D220
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2004 OUTLOOK

For the first quarter of 2004, the Metals segmemixipecting improved results over the first quasfe2003 because of higher volumes as
a result of the improving economy. Winchester'sfiggsare expected to be about equal to the firsirigm last year. Chlor Alkali profits are
expected to be somewhat below the first quart@06f with projected increased volumes partiallgefing lower pricing.

Compared to the fourth quarter of 2003, the Metatgment is expecting improved results in the §jtsrter of 2004 because of higher
volumes as a result of the improving economy amthabseasonal factors. Winchester’s profits areceterl to be improved over the fourth
guarter of 2003 primarily because of seasonal factohlor Alkali profits are expected to approxim#tose of the fourth quarter as increased
volumes are expected to offset lower pricing.

In the early part of the first quarter of 2004 lre tMetals segment, business continues to improweiistrip operations. The level of
booking activity in our strip operations and comtsene hear from Metals customers are more encawgaban three months ago. In our rod
business, we anticipate an increase in the levieboking activity as the year unfolds. Howeverjhilgy is still limited. Clad coinage demand
from the U.S. Mint is up 40% from first quarter 30® 2004, indicative of a stronger economy. The hewis & Clark commemorative nickel
program for 2004-2006 is also increasing demands8strip used to manufacture ammunition contiati@903’s second half levels and is up
30% over 2003's first quarter. With defense budgétisstrong, we expect these levels to continureall of 2004. Sales to the automotive
electrical segment, which were strong in the foguharter of 2003, continue to be strong in thd fitsearter of 2004, which supports our high
performance alloy sales.

Although Winchester’s profits are expected to bewlequal to the first quarter last year, its gsofire expected to improve over the
fourth quarter of 2003 primarily due to seasonatdes. Winchester was the winner of a five-yeartamnt to provide ammunition for the
Department of Homeland Security that will commeskipments in the second quarter of 2004. AlsoAttmy has awarded Winchester a one-
year contract to produce 70 million rounds of 5n&® rifle ammunition beginning in June 2004 to seppént production at the Arr's arsena
In addition, there are several military emergenmcprements that are pending that could favoratiscaWinchester later this year.

In Chlor Alkali, we are expecting our ECU priceddecrease from the fourth quarter of 2003 to tist §uarter of 2004 as our contracts
reflect the impact of fourth quarter market pri@elkhes. According to reports in the trade preasstic prices declined about $20 per ton from
the end of the third to the end of the fourth gerait 2003 and there has been some additional dawhpressure in January. The caustic soda
market has not recovered at the same rate as lihtnehmarket, resulting in some excess industiystia supply. Contract chlorine prices have
held relatively steady since the end of the thindrter. However, in the latter part of January 28@hlorine price increase of $75 per ton has
been announced by several major producers effeictireediately or as contracts allow. Operating rage increased in the early part of the
first quarter with a corresponding reduction inachie inventories. The chlorine supply/demand situnais very tight due to increased demand
from vinyls and other sectors.

In 2004, we expect that charges to income for emvirental investigatory and remedial activities agged with past manufacturing
operations and former waste disposal sites couid bee $25 million range compared to $20 millior2003. The 2004 estimate is based on
expectations regarding the potential resolutiomeéstigations or remedial actions at known sitdse 2004 actual amounts could differ from
our estimate for numerous reasons, including teatification of new sites, developments at sitssiiteng from investigatory studies, advances
in technology, changes in environmental laws agdlegions and their application.

For 2004 we expect that capital spending will behen$60 million range and depreciation and amatitn will be in the $75 million
range.
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ENVIRONMENTAL MATTERS

2003 2002 2001

($ in millions)

Cash Outlays

Remedial and Investigatory Spending (Charged teRe$ $25 $25 $26
Capital Spendini 2 3 3
Plant Operations (Charged to Cost of Goods £ 16 16 17
Total Cash Outlay $43 $44 $ 46

Reserve for Environmental Liabilitie

Beginning Balanc: $98 $10C  $11C

Charges to Incom 20 15 14
Businesses Acquired —

8 2

Remedial and Investigatory Spend (25) (25) (26)

Ending Balanct $93 $98 $10C

The establishment and implementation of federatesand local standards to regulate air, watedamal quality has affected and will
continue to affect substantially all of our manufaing locations. Federal legislation providing fegulation of the manufacture, transportat
use and disposal of hazardous and toxic substasmedsemediation of contaminated sites, has impadddional regulatory requirements on
industry, particularly the chemicals industry. bidd@ion, implementation of environmental laws, sashthe Resource Conservation and
Recovery Act and the Clean Air Act, has required @aill continue to require new capital expendituaesl will increase plant operating costs.
We employ waste minimization and pollution preventprograms at our manufacturing sites.

We are party to various governmental and privatérenmental actions associated with past manufaguacilities and former waste
disposal sites. Associated costs of investigatadyramedial activities are provided for in accomawith generally accepted accounting
principles governing probability and the abilityremsonably estimate future costs. Charges to indominvestigatory and remedial efforts
were material to operating results in 2003, 2002, 2001 and may be material to net income in fuyeia's. Such pretax charges to income
were $20 million, $15 million and $14 million in @8, 2002, and 2001 respectively. These chargete netamarily to remedial and investigat
activities associated with past manufacturing ojp@ma and former waste disposal sites. The 200&&se in environmental charges to income
was primarily attributable to additional liabiliseelating to alleged groundwater contaminatioa fatrmer plant site and the cleanup of
potential contaminants in the soil at an offsitgpdisal area.

Cash outlays for remedial and investigatory adgé@sinssociated with former waste sites and pasatipes were not charged to income
but instead were charged to reserves establismestifh costs identified and expensed to incomeior pears. Cash outlays for normal plant
operations for the disposal of waste and the ojeraind maintenance of pollution control equipmemd facilities to ensure compliance with
mandated and voluntarily imposed environmentaliyustandards were charged to income. Total enwiremtal-related cash outlays for 2004
are estimated to be $50 million, of which $26 roilliis expected to be spent on investigatory aneédéhefforts, $6 million on capital projects
and $18 million on normal plant operations. Histally, we have funded our environmental capitalesxptures through cash flow from
operations and expect to do so in the future.

Our estimated environmental liability at the en®003 was attributable to 64 sites, 17 of whicheMd SEPA National Priority List
(NPL) sites. Ten sites accounted for approximal&e of such liability and, of the remaining sites,one site accounted for more than 2% of
our environmental liability. One of these ten sigem the investigatory stage of the remediatiorcpss. In this stage, remedial investigation
and feasibility studies are being conducted byngsaaRecord of Decision (ROD) or its equivalent hasbeen issued. At one of the ten sites, a
ROD or its equivalent has been issued by a resblenstate agency and we are engaged in perforrhangemedial measures required by that
ROD and part of that site is subject to a remddiadstigation. At four of the ten sites, part of thite is subject to a remedial investigation and
another part is in the long-term Operation, Maiateze and
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Monitoring (OM&M) stage. The four remaining sitean long-term OM&M. All ten sites are either aswted with past manufacturing
operations or former waste disposal sites.

Our consolidated balance sheets included liakslifte future environmental expenditures to investtigand remediate known sites
amounting to $93 million at December 31, 2003, $98 million at December 31, 2002, of which $67 ioilland $70 million were classified
other noncurrent liabilities, respectively. The 2@hvironmental liabilities included $8 million frothe Chase acquisition. Those amounts did
not take into account any discounting of futureenditures or any consideration of insurance re¢eser advances in technology. Those
liabilities are reassessed periodically to deteenifirenvironmental circumstances have changed anelfioediation efforts and our estimate of
related costs have changed. As a result of thessessments, future charges to income may be maddditional liabilities.

Annual environmental-related cash outlays for isitestigation and remediation, capital projects] aarmal plant operations are
expected to range between approximately $40 mittio$50 million over the next several years, $28iom to $30 million of which is for
investigatory and remedial efforts, which are expédo be charged against reserves recorded dmatamce sheet. While we do not anticipe
material increase in the projected annual levelwfenvironmental-related costs, there is alwagibssibility that such increases may occur in
the future in view of the uncertainties associatitti environmental exposures. Environmental expesare difficult to assess for numerous
reasons, including the identification of new sisyelopments at sites resulting from investigaginglies, advances in technology, changes in
environmental laws and regulations and their appitin, the scarcity of reliable data pertainingdentified sites, the difficulty in assessing the
involvement and financial capability of other Pdtally Responsible Parties (PRPs) and our abititghtain contributions from other parties
and the lengthy time periods over which site remtal occurs. It is possible that some of thesdermfthe outcomes of which are subject to
various uncertainties) may be resolved unfavoréblys, which could materially adversely affect nancial position or results of operations.
At December 31, 2003, we estimate we may haveiadditcontingent environmental liabilities of $50llon in addition to the amounts for
which we have already taken a reserve.

LEGAL MATTERS

We and our subsidiaries are defendants in variegal lactions (including proceedings based on allegposures to asbestos, perchlorate
and vinyl chloride) incidental to our past and eatrbusiness activities. We describe some of thedters in “ltem 3—Legal Proceedings.”
While we believe that none of these legal actioitsmaterially adversely impact our financial pasit, in light of the inherent uncertainties of
the litigation concerning alleged exposures, wenohat this time determine whether the financigbaet, if any, of these matters will be
material to our results of operations.

LIQUIDITY, INVESTMENT ACTIVITY AND OTHER FINANCIAL DATA

Cash Flow Data
Provided By (Used For) 2003 2002 2001
($ in millions)
Net Operating Activitie! $11¢ $31 $ 76
Capital Expenditure (55 (4 (65)
Net Investing Activities (12 (13 (111)
Net Financing Activities (28) (72) 143

In 2003, income exclusive of non-cash charges,q@ds from the sale of short term investments asl equivalents on hand were used
to finance our working capital requirements, cdgtad investment projects and dividends.

Operating Activities

In 2003, the increase in cash provided by operatotiyities was primarily attributable to higheofits from operations and a lower
investment in working capital, particularly in imteries, offset in part by higher accounts recdegbOur investment in inventories in 2003
was lower than 2002 primarily due to our effortseéduce inventories in our Metal businesses cagistith market demand. The investmel
accounts receivable was higher
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in 2003 due to higher sales in Chlor Alkali (higlieU prices) and Metals (higher metal prices).002, the decrease in cash provided by
operating activities as compared to 2001 was piiynattributable to lower operating results andighler investment in working capital. The
higher investment in working capital was attribu¢ato the Metals segment where we are now sellingeron a metal-price pass through basis
rather than on a toll basis and therefore havaueritory more metal.

Capital Expenditures

Capital spending of $55 million in 2003 was $14limil higher than in 2002, as we returned to a nmamenalized level of spending
2003. In 2002, we curtailed all non-essential @ipending in response to the weak operatingteestiaipital spending in 2002 of $41 million
was 37% lower than 2001. The 2002 capital spendé@ugease also related to completion of projectsviieee begun in 2000, primarily to
expand production capacity in Metals higher valddeal product categories, in particular high peromoe alloys. This expansion was
completed in the second half of 2001 with the misjaf the spending occurring in 2000. Capital sgtiag in 2003 was approximately 68% of
depreciation compared to 47% in 2002.

In 2004, we plan to manage our capital spendirgglavel approximating 80% of depreciation, or alf##@ million, an increase of
approximately 9% over the 2003 amount.

Investing Activities

Proceeds from the sale of short-term investmen$26fmillion represented the equity value of theLC@rogram which we discontinued
in the first quarter of 2003. We surrendered tfeeitisurance policies that we purchased underpittigram, and received these proceeds in
March 2003.

On September 27, 2002, we acquired 100% of th& stb€Chase with the issuance of approximately 9il8an shares of our common
stock. The total consideration was approximately8illion, which represented the fair value ofrOdommon stock issued. Chase, with 2002
full-year sales of $232 million, is a leading maanttirer and supplier of brass rod in the U.S. aada@a. The purchase price exceeded the fair
value of the identifiable net assets acquired by ®lion. The acquisition has been accounted &ng the purchase method of accounting.
Our 2002 operating results include the sales aafitgffor the fourth quarter of 2002 from Chase.

In January 2002, we received $12 million for thie €d the stock of Prudential Insurance Company.Weee awarded these shares of
stock in 2001 as a result of Prudential’s converéiom a mutual company to a stock company.

In our efforts to dispose of non-strategic, unpiithe assets during a period of a soft economyveeak operating results, we sold the
companyewned airplane. The disposition of property, plamd equipment in 2002 represents primarily the abibe airplane at approximate
book value.

The 2003 decrease in investments and advancesliatedl companies, at equity, represents increasstl distributions in excess of
Sunbelt’'s improved operating results which morentbfiset our share of Sunbelt’'s repayment of its68e0 Notes and related interest expense.
The increase in 2002 for investments and advamcafiliated companies, at equity, represents priljnaur share of Sunbelt’s repayment of
debt and related interest obligations. In additive,funded a portion of Sunbelt’'s operating losee002.

In June 2001, we acquired the stock of Monarctafiproximately $48 million. Monarch was a privathbid, specialty copper alloy
manufacturer headquartered in Waterbury, CT, vatlenues of approximately $95 million in 2000. lbguces and distributes an array of high
performance copper alloys and other materials t@egpplications in electronics, telecommunicaticenstomotive products and building
products. As part of this acquisition, we acquired.S. patents. We financed the purchase pricaigirour credit facilities. The purchase price
exceeded the fair value of the identifiable neetsacquired by $19 million. The acquisition hasrbaccounted for using the purchase method
of accounting. The operating results of Monarchiciwthave been included in the accompanying findrstéiements since the date of
acquisition, were not material.
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Financing Activities
On January 3, 2002, we entered into a three-yedorseevolving credit facility of $140 million, idading a sublimit for letters of credit,
which will expire on January 3, 2005. At Decembgr 3003, we had $107 million available under tleisisr revolving credit facility. We
issued $33 million of letters of credit under afagliity for the purpose of supporting certain letggm debt, self-insurance, and plant closure
and post-closure obligations. Under the facilitg, may select various floating rate borrowing opgidhincludes various customary restrictive
covenants, including restrictions related to th@raf debt to earnings before interest expensestadepreciation and amortization (leverage
ratio) and the ratio of earnings before interegtesse, taxes, depreciation and amortization togatexpense (coverage ratio).

In December 2001, we sold $200 million of 9.125%i8eNotes with a maturity date of December 15,20/e used $100 million from
the proceeds of the offering to repay the $100iomilB% notes in June 2002.

In March 2002, we also refinanced $35 million of-exempt debt to create additional capacity underevolving credit facility by
eliminating the need for an equivalent amount tiés of credit.

In January 2003, we renegotiated our $11 milliotertlue 2005. The maturity date was extended to a6tl3he interest rate was reduced
from 7.75% to 6.5%, effective January 1, 2003.

During 2002 and 2001, we used $3 million and $1Hionito repurchase 0.1 million and 0.7 million sésof our stock, respectively.
Under programs previously approved by our boardirgfctors, approximately 154,000 shares remaindx tcepurchased as of December 31,
2003.

In March 2002, we issued and sold 3,302,914 stlaresmmon stock at a public offering price of $X¥.Blet proceeds from this sale
were approximately $56 million.

During 2003 and 2002, we issued 915,159 and 1,69%Bares of common stock with a total value of #ll6on and $18 million,
respectively, to the Contributing Employee OwngudPlian. These shares were issued to satisfy tlestiment in our common stock resulting
from employee contributions, our matching contribog and re-invested dividends.

The percent of total debt to total capitalizatinoreased to 65% at December 31, 2003, from 59%atend 2002 and was 61% at year-
end 2001. The increase from year-end 2002 was doneuly to the lower shareholders’ equity resudtimom the restructuring charge and the
accounting change under SFAS No. 143. The decie@302 from 2001 was due to the repayment of &@03million 8% notes offset in part
by the effect of the lower shareholders’ equitfpatember 31, 2002.

Dividends per common share were $0.80 in 2003, 20@22001. Total dividends paid on common stockuarted to $47 million in
2003, $39 million in 2002 and $35 million in 2001.

The payment of cash dividends is subject to thereli®mn of our board of directors and will be detered in light of then-current
conditions, including our earnings, our operatians, financial conditions, our capital requiremearts! other factors deemed relevant by our
board of directors. In the future, our board oedtors may change our dividend policy, including ftequency or amount of any dividend, in
light of then-existing conditions.

LIQUIDITY AND OTHER FINANCING ARRANGEMENTS

Our principal sources of liquidity are from castldamash equivalents, sh-term investments, cash flow from operations andt-term
borrowings under our senior revolving credit fagil\We also have access to the debt and equityetsark

Cash flow from operations is subject to change salt of the cyclical nature of our operatingutess which have been affected recently
by economic cycles and resulting downturn in mafthe industries we serve, such as automotivetreleics and the telecommunications
sectors. In addition, cash flow from operationaffected by changes in ECU selling prices causetthé&yhanges in the supply/demand balance
of chlorine and caustic, resulting
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in the chlor alkali business having significantdeage on our earnings. A $10 per ECU selling prfenge equates to a $12 million pretax
profit change when we are operating at full cagacit

Our current debt structure is used to fund ourrirss operations and commitments from banks undeaewalving credit facility are a
source of liquidity. As of December 31, 2003, we k@ng-term borrowings, including the current ifist@nt, of $328 million of which $1
million was at variable rates. We have entered iintierest rate swaps on approximately $140 mil6bour underlying debt obligations
whereby we agree to pay variable rates to a copatigrwho, in turn, pays us fixed rates. Annualumiéies of longterm debt are $27 million |
2004; $52 million in 2005; $1 million in 2006, $2llien in 2007; $8 million in 2008 and a total 02%$8 million thereafter.

We use operating leases for certain propertie$y aacailroad cars, distribution, warehousing dffidespace, data processing and office
equipment. Leases covering these properties géyemitain escalation clauses (except for railroas) based on increased costs of the lessor
for primarily property taxes, maintenance and iasge and have renewal or purchase options. Futinienam rent payments under operating
leases having initial or remaining non-cancelabésé terms in excess of one year at December 83,418 as follows: $22 million in 2004;
$21 million in 2005; $18 million in 2006; $17 mdk in 2007; $13 million in 2008 and a total of $Bdlion thereafter. Assets under capital
leases are not significant.

On December 31, 1997, we entered into a long-tsutfiyr dioxide supply agreement with Alliance Sptyi Chemicals, Inc. (Alliance),
formerly known as RFC SQ, Inc. Alliance has the obligation to deliver aniiyi86,000 tons of sulfur dioxide. Alliance ownsetbulfur dioxidt

plant, which is located at our Charleston, TN faciénd is operated by us. The price for the sulfioxide is fixed over the life of the contract
and, under the terms of the contract, we are diglijto make a monthly payment of approximately $6illon regardless of the amount of
sulfur dioxide purchased. Commitments related i@ dlgreement are approximately $2 million per yeaeach year of 2004 through 2006 and
a total of $10 million thereafter.

We utilize a credit facility and standby letterscoédit. In January 2002, we entered into a sewieolving credit facility with a group of
banks. This credit facility is described above under theton, “Financing Activities.” As of December 3003, we did not have any
outstanding borrowings under this credit faciléf.December 31, 2003, we had outstanding standbgréeof credit of $33 million. These
letters of credit were used to support certain l@rgn debt, self-insurance, and plant closure arsd-plosure obligations.

In December 2002, we registered $400 million oLsigies with the Securities and Exchange Commisgibareby from time to time, we
may issue debt securities, preferred stock andiomeon stock and associated warrants. At Decemhe208B, the entire $400 million was
available for issuance.

On February 3, 2004, we issued and sold 10 miliweres of our common stock at a public offeringgpaf $18.00. Net proceeds from
the sale were approximately $178 million and wesedito make a $125 million voluntary contributiorour pension plan. The balance of the
proceeds of $53 million is available to retire niaitg debt or for other corporate purposes. The arhauailable under the $400 million
registration statement filed with the Securitied &xchange Commission was reduced by the proceewisthis issuance of securities.

We and our partner, PolyOne Corporation (PolyOre) equally the Sunbelt Chlor Alkali Partnership i§Balt joint venture). We market
all of the caustic soda production for the ventwrgile 250 thousand tons of the chlorine productrequired to be purchased by Oxy Vinyls
(a joint venture between OxyChem and PolyOne) basea formula related to the market price of cmeriThe construction of this plant and
equipment was financed by the issuance of $195omitf Guaranteed Senior Secured Notes due 20¥ Stinbelt joint venture sold $97.5
million of Guaranteed Senior Secured Notes due 28&7ies O, and $97.5 million of Guaranteed SeBemured Notes due 2017, Series G. We
refer to these notes as the Sunbelt Notes. TheeBuxbtes bear interest at a rate of 7.23% per mnpayable semiannually in arrears on each
June 22 and December 22.

We have guaranteed the Series O Notes, and Poly@nguaranteed the Series G Notes, in both casgsant to customary guaranty
agreements. Our guarantee and PolyOne’s guarameeweeral, rather than joint. Therefore, we atereqguired to make any payments to
satisfy the Series G Notes guaranteed by PolyOnengolvency or bankruptcy of PolyOne will not amtically trigger acceleration of the
Sunbelt Notes or cause us to be required to
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make payments under our guarantee, even if PolyOmreguired to make payments under its guaranteeeMer, if the Sunbelt joint venture
does not make timely payments on the Sunbelt Nuotesther as a result of a failure to pay on a guamor otherwise, the holders of the
Sunbelt Notes may proceed against the assets &uthieelt joint venture for repayment. If we werertake debt service payments under our
guarantee, we would have a right to recover sugimpats from PolyOne.

Beginning on December 22, 2002 and each year thtereentil maturity of the Sunbelt Notes in 20110y Gunbelt joint venture is requir
to repay approximately $12 million of the Noteswgfich approximately $6 million is attributablettee Series O Notes. After the payment of
$6 million on the Series O Notes in December 2@08,guarantee of these notes was $85 million aeBber 31, 2003. In the event our
Sunbelt joint venture cannot make any of these gaysy we would be required to fund our half of spaliment. In certain other
circumstances, we may also be required to repagtimelt Notes prior to their maturity. We and Raie have agreed that, if we or PolyOne
intend to transfer our respective interests inShabelt joint venture and the transferring partyriable to obtain consent from holders of 80%
of the aggregate principal amount of the indebtegmelated to the guarantee being transferred gdited faith negotiations, then we and
PolyOne will be required to repay our respectiveipns of the Sunbelt Notes. In such event, anyenakole or similar penalties or costs will
be paid by the transferring party.

Excluding our guarantee of the Sunbelt Notes diesdrabove, our long-term contractual commitmentduding the on and off-balance
sheet arrangements, consisted of the following:

Payments Due by Year
Less More
than than
1 1-3 35 5
Long-Term Contractual Commitments Total Year Years Years Years

($ in millions)

Long-term debt obligation® $301 $— $ 53 $ 1C $23¢
Off-Balance Sheet Commitmen
Noncancelable operating leas 162 23 42 33 64
Support Agreemer 2 — 1 1 —
Purchasing commitment
Raw material: 45 6 11 12 16
Utilities 22 11 11 — —
Operating supplie 1 1 — — —
Total $53¢ $ 41 $11¢€ $ 56 $31¢

@Excludes current maturities of long-term debt of $2illion which are classified within current lidibies.

The long-term contractual commitments, shown abexeept for our long-term debt obligations, aremabrded on our Consolidated
Balance Sheet. Non-cancelable operating leasepwetasing commitments are utilized in our nornmairse of business for our projected
needs. For losses that we believe are probablevhinth are estimable we have accrued for such amdnrmur consolidated balance sheets. In
addition to the table above, we have various comeritts and contingencies including: defined berefit postretirement health care plans (as
described below), environmental matters (see “Emvirental Matters” included in Iltem 7—*Managememmiscussion and Analysis of
Financial Condition and Results of Operations™, éaposures (see Item 1—"Additional Factors thayMéfect Future Results”Fax Audits)
and litigation claims (see Item 3—"Legal Proceediig

We have several defined benefit and defined cantinh pension plans, as described in the PensidrCdiner Postretirement Benefit
Plans note in the Notes to Consolidated Finandetegents. We fund these plans based on the miniamounts required by law plus such
amounts we deem appropriate. On February 6, 2084nade a voluntary contribution of $125 millionthe pension plan. We now believe that
only minimal contributions will be required untiD@8.

We have postretirement health care plans that gedvéalth and life insurance benefits to certdinee and active employees and their
beneficiaries, as described in the Pension andr®bstretirement Benefit Plans note in
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the Notes to Consolidated Financial Statementss& péans are generally not pre-funded and expemsgsaid by us as incurred.
Approximately $14 million was paid in 2003. Estimdtpayments are $15 million for 2004 and $16 millior 2005. These estimates are based
on a growth rate of approximately 9.5% due to ttereated impact of health care cost inflation aschdgraphic changes.

We also have standby letters of credit with varifisgncial institutions. At December 31, 2003, valt$107 million available under our
senior revolving credit facility.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our discussion and analysis of our financial cdoditind results of operations are based upon msdidlated financial statemen
which have been prepared in accordance with acowuptinciples generally accepted in the UnitedexaThe preparation of these financial
statements requires us to make estimates and judgiat affect the reported amounts of assetsitias, sales and expenses, and related
disclosure of contingent assets and liabilitiegn8icant estimates in our consolidated financtatements include goodwill recoverability,
environmental, restructuring and other unusual stditigation, income tax reserves including deddrtax asset valuation allowance, pension,
postretirement and other benefits and allowancedoibtful accounts. We base our estimates on priperience, facts and circumstances and
other assumptions. Actual results may differ frévase estimates.

We believe the following critical accounting poésiaffect the more significant judgments and edémased in the preparation of the
financial statements.

Goodwill

Effective January 1, 2002, we adopted the provismiiSFAS No. 142, “Goodwill and Other Intangiblesgts,” which requires that
goodwill and intangible assets with indefinite uddifves be tested for impairment at least annu&lgodwill and other intangibles are revie\
annually in the fourth quarter and/or when circuanses or other events indicate that impairment n@ay occurred. The annual impairment
test involves the comparison of the estimatedvaline of a reporting unit to its carrying amourteTair value is determined based on a variety
of assumptions including estimated future cash $lofvithe reporting unit, discount rates, and comiplercompany trading multiples. Based on
our evaluation prepared in the fourth quarter di2o impairment charge was recorded.

Environmental

Accruals for environmental matters are recordednihis probable that a liability has been incureed the amount of the liability can be
reasonably estimated, based upon current law astirextechnologies. These amounts, which are isocbdnted and are exclusive of claims
against third parties, are adjusted periodicallpssessments and remediation efforts progressddicaml technical or legal information
becomes available.

Environmental exposures are difficult to assessifonerous reasons, including the identification®iv sites, developments at sites
resulting from investigatory studies, advancegohnhology, changes in environmental laws and réigaand their application, the scarcity
reliable data pertaining to identified sites, tlifficllty in assessing the involvement and finahciapability of other potentially responsible
parties and our ability to obtain contributionsnfrether parties and the lengthy time periods ov@cksite remediation occurs. It is possible
that some of these matters (the outcomes of whiglswabject to various uncertainties) may be resblugavorably to us, which could
materially adversely affect our financial positionresults of operations.

Pension and Postretirement Plans

We account for our defined benefit pension plarsraon-pension postretirement benefit plans usingaai@l models required by SFAS
No. 87,“"Employers’ Accounting for Pensions,” and SFAS M06, “Employers’ Accounting for Postretirement B&iseOther Than Pensions,”
respectively. These models use an attribution aabrehat generally spreads the financial impachaihges to the plan and actuarial
assumptions over the service lives of the emplojredise plan. Changes in liability due to changeadtuarial assumptions such as discount
rate, rate of compensation increases and mortaktyyell as annual deviations between what wasres$and what was
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experienced by the plan are treated as gains sedo§ains and losses are amortized over the grsaprice lifetime, to the extent they fall
outside of a corridor designed to dampen annuatiity. The principle underlying the required #itrtion approach is that employees render
service over their service lives on a relativelyosth basis and, therefore, the operations stateeffauts of pension or non-pension
postretirement benefit plans are earned in, andldHollow, the same pattern.

One of the key assumptions for the net periodisjmencalculation is the expected long-term rateetfrn on plan assets, used to
determine the “market-related value of assets.g(Tharket-related value of assets” recognizes iffees between the plan’s actual return and
expected return over a five year period). The negliise of an expected long-term rate of returthemmarket-related value of plan assets may
result in a recognized pension income that is greatless than the actual returns of those plaetasn any given year. Over time, however
expected long-term returns are designed to appeteitie actual long-term returns and, therefosjltén a pattern of income and expense
recognition that more closely matches the pattétheservices provided by the employees. As difiees between actual and expected returns
are recognized over five years, they generate gaiddosses that are subject to amortization dweseérvice life of the group, as described in
the preceding paragraph.

We use long-term historical actual return inforroatithe mix of investments that comprise plan assetd future estimates of long-term
investment returns by reference to external souesvelop the expected return on plan assets.

The discount rate assumptions used for pensiomanebension postretirement benefit plan accourrifigct the rates available on high-
quality fixedincome debt instruments on December 31 of each Jéarrate of compensation increase is anotheifigignt assumption used
the actuarial model for pension accounting whichdetermine based upon our long-term plans for sumeases. For retiree medical plan
accounting, we review external data and our owtohical trends for health care costs to deterniiehtealth care cost trend rates.

Changes in pension costs may occur in the futueetalghanges in these assumptions resulting framauic events. For example,
holding all other assumptions constant, a one hedhteasis point decrease or increase in the asstateedf return on plan assets would have
increased or decreased, respectively, the 2003qreasst by approximately $12 million. Holding ather assumptions constant, a 50 basis
point decrease in the discount rate used to ca&plension costs for 2003 and the accumulated berdudifyation as of December 31, 2003
would have increased pension costs by $6 milliahthe accumulated benefit obligation by $81 millidén50 basis point increase in the
discount rate would have decreased pension costd byillion and the accumulated benefit obligatign$81 million.

NEW ACCOUNTING STANDARDS

In June 2001, the Financial Accounting Standardsr@¢FASB) issued SFAS No. 14°Goodwill and Other Intangible Asse” which
became effective and was adopted by us on Jany2802. SFAS No. 142 requires that goodwill andnigible assets with indefinite useful
lives no longer be amortized, but instead testeéhipairment at least annually in accordance withprovisions of this statement. SFAS No.
142 also requires that intangible assets with edilenuseful lives be amortized over their respeatistimated useful lives to their estimated
residual values, and reviewed for impairment inoadance with SFAS No. 144, “Accounting for Impaimber Disposal of Long-Lived
Assets.” Accordingly, we ceased amortizing goodwithling $42 million as of January 1, 2002. We pteted an initial impairment review of
our goodwill balance during the second quarterGif2and determined an impairment charge was nairez] A subsequent impairment
review was completed in the fourth quarter of 2008s review determined that an impairment chargs not required.

If SFAS No. 142 had been in effect for the yeareshBecember 31, 2001, a net loss of $9 million wdwdve been $8 million,
representing the elimination of goodwill amortipati For the year ended December 31, 2001 repodsid bnd diluted net loss per share of
$(0.22) would have been $(0.19).

In June 2001, the FASB issued SFAS No. 143, “Actiogrfor Asset Retirement Obligations.” SFAS No3Iquires that the fair value
of a liability for an asset retirement be recogdiiethe period in which it is incurred if a reaabte estimate of fair value can be made. The
associated asset retirement costs are capitalizpdraof the carrying amount of the long-livedeas$his statement is effective for fiscal years
beginning after June 30, 2002.
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Effective January 1, 2003, we adopted SFAS No. 14&ounting for Asset Retirement Obligations,” whiaddresses financial accounting
requirements for retirement obligations associatih tangible long-lived assets. On January 1, 20@8recorded an after-tax charge of $25
million ($0.44 cents per share) for estimated aleswosts related to our former operating facilif®22 million, pretax), certain hazardous we
units at operating plant sites ($15 million, préfand our Indianapolis facility ($5 million, predawhich was shutdown in the first quarter of
2003. The after-tax charge was recorded as the letinrieffect of an accounting change. Certain o#sset retirement obligations associated
with production technology and building materiads/é not been recorded because these retiremegatibtis have an indeterminate life, and
accordingly, the retirement obligation cannot kesomably estimated. The ongoing annual incremerfanse resulting from the adoption of
SFAS No. 143 amounted to $1 million for 2003. AtcBmber 31, 2003, the change in fair value of thkility for asset retirements compare:
the original value of the liability recorded at tthate of adoption of SFAS No. 143 was immaterial.

In August 2001, the FASB issued SFAS No. 144, “Agting for Impairment or Disposal of Long-Lived A&ts.” SFAS No. 144
addresses the financial accounting and reportinthiimpairment or disposal of long-lived assétss statement requires that one accounting
model be used for long-lived assets to be dispofég sale whether previously held and used or pewtuired. In addition, it broadened the
presentation of discontinued operations to incloee disposal transactions. This statement is &@feor fiscal years beginning after
December 15, 2001, and interim periods within thigseal years. At the time of adoption on Janugrgd02, this statement did not have a
material impact on our financial statements.

In June 2002, the FASB issued SFAS No. 146, “Actiagrfor Costs Associated with Exit or Disposal iittes.” SFAS No. 146
addresses the accounting and reporting for costeded with restructuring activities. This nearstard changes the timing of the recognition
of restructuring charges. Liabilities for restruatg costs will be required to be recognized whenliability is incurred rather than when we
commit to the plan. SFAS No. 146 is effective festructuring activity initiated after December 2002. We adopted the provisions of SFAS
No. 146 on January 1, 2003. See the descripti@muof003 Restructuring Charge under the caf“Recent Developments.”

In December 2002, the FASB issued SFAS No. 148¢ctiating for Stock-Based Compensation.” This stat@nprovides alternative
methods of transition for an entity that voluntachanges to the fair value based method of acoayfdr stockbased employee compensat
It also amends the disclosure about the effecteparted net income of an entity’s accounting potlecisions with respect to stock-based
employee compensation. We continue to accountfdcost of stock compensation in accordance wittpAoting Principles Board Opinion
(APBO) No. 25, “Accounting for Stock Issued to Elmyges.” We adopted the disclosure provisions of SR&. 148 on January 1, 2003.

In April 2003, the FASB issued SFAS No. 149, “Amereht of Statement 133 on Derivative Instrumentstdadging Activities.” SFAS
No. 149 amends and clarifies financial accounting @eporting for derivative instruments, includicgrtain derivative instruments embedde
other contracts and for hedging activities undeASNo. 133, “Accounting for Derivative Instrumeraisd Hedging Activities.” This statement
is effective for contracts entered into or modifafter June 30, 2003 and for hedging relationstigsgnated after June 30, 2003. This
statement did not have a material impact on owanfimal statements.

In May 2003, the FASB issued SFAS No. 150, “Accingnfor Certain Financial Instruments with Charaistiecs of both Liabilities and
Equity.” SFAS No. 150 establishes standards for havissuer classifies and measures financial imgtnts with characteristics of both
liabilities and equity. It requires that an issakxssify a financial instrument that is within $sope as a liability. Many of those instruments
were previously classified as equity. The statemevises the definition of a liability to encompasstain obligations that a reporting entity -
or must settle by issuing its own equity sharepedding on the nature of the relationship estabtidbetween the holder and the issuer. This
statement is effective for financial instrumentseeed into or modified after May 31, 2003 and wiisaive for financial reporting in the third
guarter of 2003. This statement did not have a n@hienpact on our financial statements.

In December 2003, the FASB revised SFAS No. 13gpbyers’ Disclosures about Pensions and Other&asiment Benefits-an
amendment of FASB Statements No. 87, 88, and 10fVises employers’ disclosures
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about pension plans and other postretirement deplafis required by SFAS No. 87, “Employers’ Acctiog for Pensions,” No. 88,
“Employers’ Accounting for Settlements and Curtams of Defined Benefit Pension Plans and for Teatidn Benefits,” and No. 106,
“Employers’ Accounting for Postretirement Benefdther Than Pensions.” It retains the disclosurgireqents contained in SFAS No. 132,
“Employers’ Disclosures about Pensions and OthstrBtirement Benefits,” which it replaces. It ragsi additional disclosures to those in the
original Statement 132 about the assets, obligaticash flows, and net periodic benefit cost ofraef benefit pension plans and other defined
benefit postretirement plans. The required inforamashould be provided separately for pension péartsfor other postretirement benefit
plans. This statement is effective for financialtsiments with fiscal years ending after DecembeR@83. The interim-period disclosures
required by this statement are effective for imepieriods beginning after December 15, 2003. Thelaures required by this statement are
included in the Pension Plans and Retirement Bendite in the Notes to Consolidated Financialedtaints.

DERIVATIVE FINANCIAL INSTRUMENTS

In 1998, the FASB issued Statement No. 133 “Accdaognfior Derivative Instruments and Hedging Actiggi” It requires an entity to
recognize all derivatives as either assets orliiegs in the statement of financial position andasure those instruments at fair value. The
implementation date of this statement is effectoreall fiscal quarters of fiscal years beginnirftgeaJune 15, 2000. We adopted FASB No. 133
on January 1, 2001, and use hedge accounting teeafor substantially all of our business transattiwhose risks are covered using
derivative instruments. SFAS No. 133 requires #tladerivative instruments be recorded on the lidaheet at their fair value. The accoun
treatment of changes in fair value is dependenhupltether or not a derivative instrument is dedigdas a hedge and, if so, the type of he
For derivatives designated as a fair value hedigechanges in the fair value of both the derivating the hedged item are recognized in
earnings. For derivatives designated as a cashifemge, the change in fair value of the derivawecognized in other comprehensive inct
until the hedged item is recognized in earningsffettive portions are recognized currently in @ags. Unrealized gains and losses on
derivatives not qualifying for hedge accounting meognized currently in earnings.

We account for forward contracts to buy and setifyn currencies under SFAS No. 52, “Foreign Cwyefranslation” and futures
contracts to reduce the impact of metal price flatbns under SFAS No. 80, “Accounting for FutuGesitracts.” We enter into forward sales
and purchase contracts to manage currency riskiresfrom purchase and sale commitments denomihiatéoreign currencies (principally
Australian dollar and Canadian dollar). All of therrency derivatives expire within one year andfardJnited States dollar equivalents. At
December 31, 2003 and 2002 we had forward conttadigy foreign currencies with face value of $2lion and $4 million, respectively, and
no forward contracts to sell foreign currenciese Tair market value of the forward contracts to btiypecember 31, 2003 and 2002
approximated the carrying value. The counterpartyé forward contracts is a major financial ingtdn. The risk of loss to us in the event of
nonperformance by a counterparty would not be Baanit to our financial position or results of opeons. Foreign currency exchange gains
(losses), net of taxes, were less than $1 millioR003 and less than $(1) million in 2002 and 2@iIDecember 31, 2003, we had open
positions in futures contracts totaling $23 milli@902—$33 million). If the futures contracts haekh settled on December 31, 2003, we
would have recognized a gain of $6 million. Gailesges) on futures contracts, net of taxes, wekkr{llion in 2003, $1 million in 2002, and
$(6) million in 2001.

We use cash flow hedges of certain raw materiadsesergy costs such as copper, zinc, lead andah@as to provide a measure of
stability in managing our exposure to price flutinas. We use interest rate swaps as a means afgimgninterest rates on our outstanding
obligations. These interest rate swaps are trezddir value hedges.

At December 31, 2003 and 2002, Accumulated Othenf@ehensive Loss included a pretax gain (declimé&ir value of $8 million and
$(2) million, respectively. In addition, the unfaable ineffective portion of changes in fair vahlesulted in a $2 million, $1 million and $1
million charge to earnings for the years ended bdxar 31, 2003, 2002 and 2001, respectively. Offgpthe above, there were assets totaling
$19 million (2002—$18 million) and liabilities ofl million (2002—%$21 million).

Our foreign currency forward contracts and certmmmodity derivatives did not meet the criteriegS68AS No. 133 to qualify for hedge
accounting. The cumulative effect of items not gyilg for hedge accounting for 2003 was not mateio earnings.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to market risk in the normal coafsrir business operations due to our operatiodffierent foreign currencies, our
purchases of certain commaodities, and our ongaiagsting and financing activities. The risk of lasé be assessed from the perspective of
adverse changes in fair values, cash flows anddwgarnings. We have established policies and gtwes governing our management of
market risks and the use of financial instrumeatsitnage exposure to such risks.

Certain raw materials and energy costs, namelyemead, zinc and natural gas used primarily inMatals and Winchester segments’
products are subject to price volatility. Dependimgmarket conditions, we may enter into futurestiaets and put and call option contracts in
order to reduce the impact of metal price fluctrasi As of December 31, 2003, we maintained opsitipos on futures contracts totaling $23
million ($33 million at December 31, 2002). Assugia hypothetical 10% increase in commodity priedsch are currently hedged, we would
experience a $2 million ($3 million at December 2002) increase in our cost of inventory purchasddch would be offset by a
corresponding increase in the value of related imgdgstruments.

We are exposed to changes in interest rates phinaaria result of our investing and financing dti#¢. Investing activity is not material
to our consolidated financial position, result©pérations, or cash flow. Our current debt striectsused to fund business operations and
commitments from banks under our revolving creallfty are a source of liquidity. As of Decembdr, 2003, we had lonterm borrowings ¢
$328 million ($330 million at December 31, 2002)wdfich $1 million ($1 million at December 31, 200#23s issued at variable rates. As a
result of our fixed rate financings, we entered ifhbating interest rate swaps in order to managerést expense and floating interest rate
exposure to optimal levels. We have entered inpy@pmately $140 million of such swaps, wherebyageee to pay variable rates to a
counterparty who, in turn, pays us fixed ratesllrtases the underlying index for the variablesas six-month London InterBank Offered
Rate (LIBOR). Accordingly, payments are settledrgwax months and the term of the swap is the sasnie underlying debt instrument.

In December 2001, we swapped interest payment&0miilion principal amount of our 9.125% SeniortB®to a floating rate (4.70%
December 31, 2003). In February and March 20025wagped interest payments on $30 million and $2komiprincipal amount,
respectively, of our 9.125% Senior Notes to flogtiates. Terms of these swaps set the floatingatatee end of each six-month reset period.
Therefore, the interest rates for the current pewdl be set on June 16, 2004. We estimate thatates will be between 4% and 5%.

In March 2002, we refinanced four variable-rate¢aempt debt issues totalling $35 million. The map of the refinancings was to
eliminate the need for letter of credit support tised our liquidity. In order to manage interegiense and floating interest rate exposure to
optimal levels, we swapped the fixed rate debhefritewly refinanced bonds back to variable rate thebugh interest rate swaps. The interest
rate on the swap of $8 million will be set on Afrjl2004 and is expected to be between 0.5% afd, dile at December 31, 2003 interest
rates on the swaps of $21 million and $6 milliorreve.44% and 1.58%, respectively.

These interest rate swaps reduced interest experssating in an increase in pretax profit of $@lion in 2003 and a decrease in pretax
loss of $5 million and $1 million in 2002 and 20@dspectively.

If the actual change in interest or commoditiesipg is substantially different than expected,ieeimpact of interest rate risk or
commodity risk on our cash flow may be materialfyedtlent than that disclosed above.

We do not enter into any derivative financial instients for speculative purposes.

CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMEN  TS:

This report includes forwa-looking statements within the meaning of the Pev@&écurities Litigation Reform Act of 1995. The
statements relate to analyses and other informé#tmtrare based on management’s beliefs, certaimggions made by management, forecasts
of future results, and current expectations, esésiand projections about the markets and economwich we and our various segments
operate. The statements contained in this repattaie not statements of historical fact may inelf@ward-looking statements that involve a
number of risks and uncertainties.
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We have used the words “anticipate,” “intend,” “nidexpect,” “believe,” “should,” “plan,” “will,” “estimate,” and variations of such
words and similar expressions in this report tontidg such forward-looking statements. These stat@sare not guarantees of future
performance and involve certain risks, uncertasnéied assumptions, which are difficult to prediad anany of which are beyond our control.
Therefore, actual outcomes and results may diffgenally from those matters expressed or impliediich forward-looking statements. We
undertake no obligation to update publicly any farélooking statements, whether as a result oféutwents, new information or otherwise.

The risks, uncertainties and assumptions involmealir forward-looking statements include thosewlsed under the captioAdditional
Factors That May Affect Future Results.” You shocdaisider all of our forward-looking statementdight of these factors. In addition, other
risks and uncertainties not presently known torubhat we consider immaterial could affect the aacy of our forward-looking statements.

39



Item 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
MANAGEMENT REPORT ON FINANCIAL STATEMENTS

Management is responsible for the preparation ategjiity of the accompanying consolidated finanstatements. These financial
statements have been prepared in conformity witteigdly accepted accounting principles and, whexressary, involve amounts based on
management’s best judgments and estimates. Managatse prepared the other information in this aimeport and is responsible for its
accuracy and consistency with the financial stateme

The Company’s system of internal controls is desibto provide reasonable assurance as to theiigtagd reliability of the financial
statements, the protection of assets from unawbdise or disposition, and the prevention andctieteof fraudulent financial reporting. This
system, which is reviewed regularly, consists dftem policies and procedures, an organizatiomaktire providing delegation of authority
and segregation of responsibility and is monitdrgdn internal audit department. The Comparigdependent auditors also review and tes
internal control system along with tests of accogprocedures and records to the extent thatd¢bagider necessary in order to issue their
opinion on the financial statements. Managemernébes that the system of internal accounting cdsitreeets the objectives noted above.

Management also recognizes its responsibility dstdring a strong ethical climate so that the Comjsaaffairs are conducted according
to the highest standards of personal and corpomatduct. These expectations are summarized in @nexat entitled “Our Code of Business
Conduct” (the Code). The Code addresses, among thiings, honest and ethical conduct in all businteansactions; compliance with
company policies and procedures and with all gawemt laws and regulations; the avoidance of casfli¢ interest; full, fair, accurate, timely
and understandable disclosure in all reports anthmanications; and the prompt reporting of violatiai the Code. Every employee is
expected to comply with the Code and annuallyalrsed employees, including Olin senior managenesttify their adherence to the Code.
The Code is periodically reinforced through tragsessions. Also, the Company maintains a systemeaigram to assess compliance with the
Code and has established various outlets, inclugiognfidential telephone help-line (1-800-362-834& employees and other interested
parties to ask questions and share concerns, arousyn if desired.

The Audit Committee of the Board of Directors, cased solely of independent directors, meets pearadlgtiwith the independent
auditors, management, the Company’s General Coanskthe internal auditors to review the work afteand to evaluate accounting,
auditing, internal controls and financial reportimgtters. The Audit Committee has sole authoritsetain, compensate, evaluate and terminate
the Company’s independent auditors. In additioa,itilependent auditors and the Company’s intenndit department have independent and
free access to the Audit Committee.

W ). Ly
Joseph D. Rupp
President and Chief Executive Officer

i

Anthony W. Ruggiero
Executive Vice President and
Chief Financial Officer

40



INDEPENDENT AUDITORS’ REPORT
To the Board of Directors and Shareholders of Glimporation:

We have audited the accompanying consolidated balsimeets of Olin Corporation and subsidiaries &oember 31, 2003 and 2002
and the related consolidated statements of opemtihareholders’ equity and cash flows for eadh®fyears in the three-year period ended
December 31, 2003. These consolidated financitdrstants are the responsibility of the Company’sagament. Our responsibility is to
express an opinion on these consolidated finastadéments based on our audits.

We conducted our audits in accordance with audiiagdards generally accepted in the United Stdtdserica. Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the consalifiaancial statements are free of mat
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and disds in the consolidated financial
statements. An audit also includes assessing twuating principles used and significant estimatesle by management, as well as evalue
the overall financial statement presentation. Wiebe that our audits provide a reasonable basisdo opinion.

In our opinion, the consolidated financial statetaenferred to above, present fairly, in all materéspects, the financial position of Olin
Corporation and subsidiaries as of December 313 20@ 2002, and the results of their operationstlagid cash flows for each of the years in
the three-year period ended December 31, 2003rfornity with accounting principles generally actagpin the United States of America.

As discussed in note “Accounting Policies” to tlemsolidated financial statements, Olin CorporatioA003 adopted the provisions of
the Financial Accounting Standards Board’s StatémaERinancial Accounting Standard No. 143, “Accting for Asset Retirement
Obligations.”

KPtc LLP

Stamford, Connecticut
January 29, 2004, except as to note “Subsequemt&Vevhich is as of February 3, 2004
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CONSOLIDATED BALANCE SHEETS
December 31
(% in millions, except per share data)

Assets
Current Assets

Cash and Cash Equivalel
Shor-Term Investment
Receivables, Ne

Trade

Other
Inventories, Ne
Income Taxes Receivak
Other Current Asse

Total Current Asset
Property, Plant and Equipment, I
Prepaid Pension Cos
Other Asset:
Goodwill

Total Assets

Liabilities and Shareholders’ Equity

Current Liabilities:
Current Installments of Lor-Term Debt
Accounts Payabl
Income Taxes Payab
Accrued Liabilities

Total Current Liabilities
Long-Term Debt
Accrued Pension Liabilit
Other Liabilities

Total Liabilities

Commitments and Contingenci
Shareholder Equity:
Common Stock, Par Value $1 Per Shi
Authorized, 120,000,000 Shares
Issued and Outstanding 59,015,087 Shares (57,621)62002)
Additional Paic-In Capital
Accumulated Other Comprehensive L
Accumulated Defici

Total Shareholde’ Equity

Total Liabilities and Shareholders’ Equity

The accompanying Notes to Consolidated Financitke®tents are an integral part of the consolidateth€ial statements.
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2003 2002
$ 19C $ 111
— 25
174 152
11 15
242 25E

2 9

62 70
681 63¢
501 552
101 10€
82 46
80 82
$1,448  $1,42¢
$ 27 $ 2
12¢ 11C

13 —
142 14E
311 257
301 32¢
46¢ 44E
18¢ 162
1,26¢  1,19¢
59 57
464 442
(247) (23¢)
(100) (29)
17€ 231
$1,448  $1,42¢




CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended December 31
(% in millions, except per share data)

Sales
Operating Expense
Cost of Goods Sol
Selling and Administratiol
Research and Developme
Restructuring Charg
Earnings (Loss) of Nc-consolidated Affiliate:

Operating Income (Lost
Interest Expens
Interest Income

Other Income

Income (Loss) before Taxes and Cumulative Effeédafounting Chang
Income Tax Provision (Benefi

Income (Loss) before Cumulative Effect of Accougtidhange
Cumulative Effect of Accounting Change, I

Net Loss

Basic and Diluted Net Loss per Common Sh
Income (Loss) before Cumulative Effect of Accougtibhange
Cumulative Effect of Accounting Change, I

Net Loss

The accompanying Notes to Consolidated Financitke®tents are an integral part of the consolidateth€ial statements.
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2003 2002 2001
$1,58¢  $1,301  $1,271
1,406 1,181 1,12
13( 11¢ 11€
5 5 5

31 — 39

8 ™ 8

22 @ (19)
20 26 17

1 3 1

2 3 22

5 @27 (13)

4 4 ()

1 (31) 9)
(25) — —

$ (29 $ 3B) $ (9
$ 00z $(0.69 $(0.29
(0.44) — —
$(0.47 $(0.69 $(0.29)




CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
($ in millions, except per share data)

Common Stock Accumulated
Other Retained
Additional Comprehensiv Earnings Total
Shares Par Paid-In (Accumulatec Shareholders’
Issued Value Capital (Loss) Deficit) Equity

Balance at January 1, 20(1 43,980,44 $44 & 216 3 (16) $ 85 $32¢
Comprehensive Los

Net Loss — — — — 9) (9)

Translation Adjustmer — — — QD — (D)

Net Unrealized Losse — — — Q) — (@D}

Comprehensive Los — — — — — (12)
Dividends Paid

Common Stock ($0.80 per sha — — — — (35) (35)
Stock Options Exercise 161,09¢ — 2 — — 2
Stock Repurchas (694,87() QD (13 — — (14)
Other Transaction (6,440 — — — — —
Balance at December 31, 20C 43,440,22 43 20t (18) 41 271
Comprehensive Los

Net Loss — — — — (32) (3D

Translation Adjustmer — — — Q) — (@D}

Minimum Pension Liability Adjustment, n — — — (220 — (220)

Comprehensive Los — — — — — (252)
Dividends Paid

Common Stock ($0.80 per sha — — — — (39 (39)
Common Stock Issued fc

Stock Options Exercise 174,06¢ — 3 — — 3

Cash 3,302,91. 3 53 — — 56

Acquisition 9,815,28 10 16¢ — — 17¢

Employee Benefit Plar 1,039,25! 1 17 — — 18
Stock Repurchas (144,15) — (©)] — — (©)]
Other Transaction (4,920 — (D) — — D
Balance at December 31, 20C 57,622,67 57 442 (239 (29 231
Comprehensive Los

Net Loss — — — — (24) (24)

Translation Adjustmer — — — 7 — 7

Net Unrealized Gain — — — 5 — 5

Minimum Pension Liability Adjustment, n — — — (20) — (20)

Comprehensive Los — — — — — (32
Dividends Paid

Common Stock ($0.80 per sha — — — — (47) 47
Common Stock Issued fc

Stock Options Exercise 444,60¢ 1 7 — — 8

Employee Benefit Plar 915,15¢ 1 15 — — 16
Other Transaction 32,64¢ — — — — —
Balance at December 31, 20C 59,015,08 $59 $ 464 3 (247 $ (100) $ 17¢€
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31
(% in millions)

2003 2002 2001

Operating Activities
Net Loss $ (24) $ (31) $ 9
Adjustments to Reconcile Net Loss to Net Cash aagh

Equivalents Provided by Operating Activiti

Loss (Earnings) of Nc-consolidated Affiliate: (8 7 8
Depreciatior 81 87 85
Amortization of Intangible: 1 1 2
Deferred Taxe (D] 20 9
Non-cash Portion of Restructuring Chal 25 — —
Cumulative Effect of Accounting Chan 25 — —
Qualified Pension Plan Incon — 9 (@]
Common Stock Issued under Employee Benefit F 3 5 —
Other Incom-Demutualizatior — — (1)
Change in Assets and Liabilities Net of PurchaseksZales of Businesse
Receivable: a7 2 69
Inventories 1C ()] 15
Other Current Asse’ 3 (16) 3
Accounts Payable and Accrued Liabilit 12 9 (54)
Income Taxes Payab 2C 2 (8)
Other Noncurrent Liabilitie (14) (12) 2
Other Asset: 5 9 2
Other Operating Activitie 4 (@)} Q)
Net Operating Activitie! 11¢ 31 76
Investing Activities
Capital Expenditure (55 (471) (65)
Business Acquired in Purchase Transac — — (48)
Cash Acquired through Business Acquisit — 13 —
Proceeds from Sale of Sh-Term Investment 25 12 —
Disposition of Property, Plant and Equipm 5 15 3
Investments and Advanc—Affiliated Companies at Equit 8 (12) —
Other Investing Activitie: 5 (@)} Q)
Net Investing Activities (12 (13 (111
Financing Activities
Long-Term Debt:
Borrowings — 35 20C
Repayment: 2 (13€) (8)
Shor-Term Debt Repaymen — — 2
Issuance of Common Sto 13 69 —
Purchases of Olin Common Stc — 3 (14)
Stock Options Exercise 7 3 2
Dividends Paic 47 (39 (35)
Other Financing Activitie! 1 1) —
Net Financing Activitie: (28) (72 148
Net Increase (Decrease) in Cash and Cash Equis: 79 (54) 10¢
Cash and Cash Equivalents, Beginning of Y 111 16& 57
Cash and Cash Equivalents, End of Y $19C $ 111 $ 16E
Cash Paid (Received) for Interest and Income Te
Interest $ 21 $ 26 $ 18
Income Taxes, Net of Refun $(12) $ (15 $ 11
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(% in millions, except share data)

ACCOUNTING POLICIES

The preparation of the consolidated financial stetiets requires estimates and assumptions that affezunts reported and disclosed in
the financial statements and related notes. Actgllts could differ from those estimates. In 2008,changed our segment reporting to inc
a Corporate/Other segment, as described in thedtmobn Segment Information. Prior year amountewestated to reflect this change.

Basis of Presentation

The consolidated financial statements include tle®ants of Olin Corporation and all majo-owned subsidiaries. Investments ir-
50% owned affiliates are accounted for on the gquigthod. Accordingly, we include only our shareeafnings or losses of these affiliates in
consolidated net income.

Revenue Recognition

Revenues are recognized on sales of product diftleethe goods are shipped and the risks of owietsve passed to the customer.
Shipping and handling fees billed to customersrasieided in Sales and the costs incurred for shigppind handling are included in Cost of
Goods Sold. A portion of the sales in the Metatmsent are made on a “tolling” basis where the austoconsigns noferrous metals to us a
is only charged a fee for processing the non-fermetals into finished product. For tolling satbg metal value is not included in Sales or
Cost of Goods Sold.

Foreign Currency Translation

Foreign affiliates’ balance sheet amounts are laéed at the exchange rates in effect at year-&mdi pperations statement amounts are
translated at the average rates of exchange preydiliring the year. Translation adjustments actutfed in Accumulated Other
Comprehensive Loss. Where foreign affiliates ogemathighly inflationary economies, non-monetaryoamts are translated at historical
exchange rates while monetary assets and liabiktie translated at the current rate with theadlatljustments reflected in the Consolidated
Statements of Operations.

Cash and Cash Equivalents
All highly liquid investments, with a maturity ofitee months or less at the date of purchase, asdsed to be cash equivalents.

Short-Term Investments

Marketable securities are accounted for in accarglavith Statement of Financial Accounting Stand48fsAS) No. 115“Accounting fol
Certain Investments in Debt and Equity Securiti&¥¥e have classified our marketable equity secusriig available-for-sale which are reported
at fair market value with unrealized gains andéssscluded in Shareholders’ Equity net of appliedaxes. The fair value of marketable
securities is determined by quoted market priceseblized gains and losses in 2002 were insigmifiddealized gains and losses on sales of
investments, as determined on the specific ideatibn method and declines in value of securitielg¢d to be other-than-temporary are
included in Other Income in the Consolidated Statetsof Operations. Interest and dividends onealligties are included in Interest Income
and Other Income, respectively.

All investments which have maturities between thaeé twelve months at purchase are considered-srattinvestments and consist of
debt securities such as commercial paper, timesiepaertificates of deposit, bankers acceptamegsirchase agreements, and marketable
direct obligations of the United States Treasuny i agencies.

Inventories

Inventories are valued principally by the dollaluelas-in, first-out (LIFO) method of inventory accounting; suchuadions are not i
excess of market. Cost for other inventories has laketermined principally by the average-cost ansthih, first-out (FIFO) methods. Elements
of costs in inventories include raw materials, cilfabor and manufacturing overhead.
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Property, Plant and Equipment

Property, plant and equipment are recorded at Begireciation is computed on a straight-line baser the estimated useful lives of the
related assets. Leasehold improvements are anmbdizr the term of the lease or the estimated UB&fwf the improvement, whichever is
shorter. Start-up costs are expensed as incurred.

Asset Retirement Obligations

In June 2001, the Financial Accounting Standardsr@FASB) issued SFAS No. 14‘Accounting for Asset Retirement Obligatic”
SFAS No. 143 requires that the fair value of ailiglfor an asset retirement be recognized ingkedod in which it is incurred if a reasonable
estimate of fair value can be made. The assocéssel retirement costs are capitalized as palneofdrrying amount of the long-lived asset.
This statement is effective for fiscal years begigrafter June 15, 2002. Effective January 1, 20B8adopted SFAS No. 143, which addresses
financial accounting requirements for retiremeritgations associated with tangible lotiged assets. On January 1, 2003, we recordedsst
and a liability of $42 (of which $7 and $35 werecimrent liabilities and noncurrent liabilities spectively) to reflect the cost of retirement
obligations related to our former operating faigbt($22, pretax), certain hazardous waste unitpatating plant sites ($15, pretax), and our
Indianapolis facility ($5, pretax). Since thesesitlo not generate revenue, we recorded an impaticharge on these same assets, which
resulted in an after-tax charge of $25 ($0.44 pere). The after-tax charge was recorded as thelative effect of an accounting change.
Certain other asset retirement obligations assediaith production technology and building materiaave not been recorded because these
retirement obligations have an indeterminate ifed accordingly, the retirement obligation canretdasonably estimated. The ongoing an
incremental expense resulting from the adoptio8AS No. 143 amounted to $1 for 2003. At Decemlie2803, the change in the fair value
of the liability for asset retirements comparedh® original value of the liability recorded at tthate of adoption of SFAS No. 143 was
immaterial.

Comprehensive Income

We calculated comprehensive income in accordantte SHAS No. 130, “Reporting Comprehensive Incomdetumulated Other
Comprehensive Loss at December 31, 2003 includesilative translation losses of $6 ($13 at Decen3ie2002), minimum pension liability
net of tax of $245 ($225 at December 31, 2002)athdr unrealized gains (losses) net of tax of $4)(&t December 31, 2002). We do not
provide for U.S. income taxes on foreign curremeyslation adjustments since we do not providestwh taxes on undistributed earnings of
foreign subsidiaries.

Goodwill

Prior to the adoption of SFAS No. 142 (describeldlwg we amortized goodwill, the excess of the jmase price of the acquired
businesses over the fair value of the respectivassets, principally over 30 years on a straigig-basis. We periodically review the value of
our goodwill to determine if any impairment hasweed. We assess the potential impairment of reszbgbodwill and other long-lived assets
by comparing the undiscounted value of expectagréubperating cash flows in relation to the bookigaf the goodwill and related long-lived
assets. An impairment would be recorded basedeedtimated fair value.

During the third quarter of 2001, FASB issued SH¥& 142, “Goodwill and Other Intangible Assets.”A8-No. 142 requires that
goodwill and intangible assets with indefinite ugdifves no longer be amortized, but instead tefdedmpairment at least annually in
accordance with the provisions of this statemepbdsvill amortization for the year ended DecemberZRD1 was approximately $2. SFAS
142 also requires that intangible assets with ediiemuseful lives be amortized over their respeotistimated useful lives to their estimated
residual values, and reviewed for impairment inoagance with SFAS No. 121, “Accounting for the Irimpgent of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of.” Commencinguiay 1, 2002, we no longer amortize goodwill add@ed the provision of SFAS No.
142.

Environmental Liabilities and Expenditures

Accruals (charges to income) for environmental eratare recorded when it is probable that a ligtlilas been incurred and the amc
of the liability can be reasonably estimated, bagmsh current law and existing
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technologies. These amounts, which are not disedusitd are exclusive of claims against third psyraee adjusted periodically as assessment
and remediation efforts progress or additional nézdl or legal information becomes available. Eoninental costs are capitalized if the costs
increase the value of the property and/or mitigatterevent contamination from future operations.

Income Taxes

Deferred taxes are provided for differences betwherfinancial statement and tax bases of assdtBadilities using enacted tax rates
effect for the year in which the differences arpested to reverse.

Derivative Financial Instruments

SFAS No. 133 “Accounting for Derivative Instrumenatsd Hedging Activities” requires an entity to rgoze all derivatives as either
assets or liabilities in the statement of finanpiasition and measure those instruments at fairevalhe implementation date of this stateme
effective for all fiscal quarters of fiscal yeamsginning after June 15, 2000. We adopted SFAS B®.0ch January 1, 2001, and use hedge
accounting treatment for substantially all of ousiness transactions whose risks are covered dsiriative instruments. The hedge
accounting treatment provides for the deferralaifg or losses (reflected in Other Comprehensivas) on derivative instruments until such
time as the related transactions occur.

We account for forward contracts to buy and setifyn currencies under SFAS No. 52, “Foreign Cwyefranslation” and futures
contracts to reduce the impact of metal price flatbns under SFAS No. 80, “Accounting for FutuGestracts.” We enter into forward sales
and purchase contracts to manage currency riskiresfrom purchase and sale commitments denomihiatéoreign currencies (principally
Australian dollar and Canadian dollar). All of therrency derivatives expire within one year andfardJnited States dollar equivalents. At
December 31, 2003 and 2002 we had forward conttadigy foreign currencies with a face value ofa$@ $4, respectively, and no forward
contracts to sell foreign currencies. The fair neairkalue of the forward contracts to buy at Decen®ig¢ 2003 and 2002 approximated the
carrying value. The counterparty to the forwardtcacts is a major financial institution. The risklass to us in the event of nonperformanct
the counterparty would not be significant to omaficial position or results of operations. Foraigrrency exchange gains (losses), net of ti
were less than $1 in 2003 and less than $(1) i2 20@ 2001. At December 31, 2003, we had openiposiin futures contracts totaling $23
(2002—$%33). If the futures contracts had beenesbtth December 31, 2003, we would have recogniggdreof $6. Gains (losses) on futures
contracts, net of taxes, were $(1) in 2003, $1002and $(6) in 2001.

We use cash flow hedges of certain raw materiadsesergy costs such as copper, zinc, lead andah@tas to provide a measure of
stability in managing our exposure to price fluttoras. We use interest rate swaps as a means algimgninterest rates on our outstanding
obligations. These interest rate swaps are trezddir value hedges.

At December 31, 2003 and 2002, Accumulated Othen@ehensive Loss included a pretax gain (declimdir value of $8 and $(2),
respectively. In addition, the unfavorable ineffeetportion of changes in fair value resulted i82a $1 and $1 charge to earnings for the years
ended December 31, 2003, 2002 and 2001, respsctd#betting the above, there were assets totdlity)(2002—3$18) and liabilities of $13
(2002—%21).

Our foreign currency forward contracts and cert@mmodity derivatives did not meet the criteriégS6AS No. 133 to qualify for hedge
accounting. The cumulative effect of items not duelg for hedge accounting for the years 2003,2660d 2001 was not material to earnings.

Financial Instruments

The carrying values of cash and cash equivaleatsumts receivable and accounts payable approxihfiaitevalues due to the short-term
maturities of these instruments. The fair valuewflong-term debt was determined based on cumeanket rates for debt of the same risk and
maturities. At December 31, 2003, the estimatedviaiue of debt was $369 (2002—$348). The fair galaf currency forward contracts were
estimated based on quoted market prices for cdstweth similar terms.
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Retirement-Related Benefits

We account for our defined benefit pension plarsraon-pension postretirement benefit plans usingaai@l models required by SFAS
No. 87,“"Employers’ Accounting for Pensions,” and SFAS M06, “Employers’ Accounting for Postretirement B&iseOther Than Pensions,”
respectively. These models use an attribution aabrehat generally spreads the financial impachaihges to the plan and actuarial
assumptions over the service lives of the emplojredise plan. Changes in liability due to changeadtuarial assumptions such as discount
rate, rate of compensation increases and mortaktyyell as annual deviations between what wasves$and what was experienced by the
plan are treated as gains or losses. Gains aneslase amortized over the group’s service lifetitnghe extent they fall outside of a corridor
designed to dampen annual volatility. The principhelerlying the required attribution approach & tamployees render service over their
service lives on a relatively smooth basis andefoee, the operations statement effects of pessiomon-pension postretirement benefit plans
are earned in, and should follow, the same pattern.

One of the key assumptions for the net periodisjmencalculation is the expected long-term rateetdrn on plan assets, used to
determine the “market-related value of assets.g(Tharket-related value of assets” recognizes iffees between the plan’s actual return and
expected return over a five year period). The negliise of an expected long-term rate of returthemmarket-related value of plan assets may
result in a recognized pension income that is greatless than the actual returns of those plaetasn any given year. Over time, however
expected long-term returns are designed to appeteitie actual long-term returns and, therefosjltén a pattern of income and expense
recognition that more closely matches the pattétheservices provided by the employees. As difiees between actual and expected returns
are recognized over five years, they generate gaiddosses that are subject to amortization dweseérvice life of the group, as described in
the preceding paragraph.

We use long-term historical actual return inforroatithe mix of investments that comprise plan assetd future estimates of long-term
investment returns by reference to external soueevelop the expected return on plan assets.

The discount rate assumptions used for pensiomanebension postretirement benefit plan accourrifigct the rates available on high-
quality fixedincome debt instruments on December 31 of each Jéarrate of compensation increase is anotheifigignt assumption used
the actuarial model for pension accounting whichdetermine based upon our long-term plans for sumeases. For retiree medical plan
accounting, we review external data and our owtohical trends for health care costs to deterniiehtealth care cost trend rates.

On December 8, 2003, President Bush signed theddexlPrescription Drug, Improvement and Modernizafct of 2003 (DIMA). The
Act introduces a federal subsidy to sponsors afeethealth care benefit plans that provide a betieft is at least the actuarial equivalent to
Medicare Part D. In accordance with the FASB Seaf§ition No. 106-1, we are electing to defer redtmmof any potential savings on the
measure of the Accumulated Postretirement Benddfiig@tion or net periodic benefit cost as a restiDIMA until specific authoritative
guidance on the accounting of the federal subsidysiued. Therefore, these financial statementaeoaimpanying notes do not reflect the
effects of the Act on our benefit plans.

Stock-Based Compensation

We account for stock-based compensation under A3 23, “Accounting for Stock-Based Compensatigksallowed under SFAS

No. 123, we have chosen to continue to accourgtfmt-based compensation cost in accordance with Acaogiftrinciples Board Opinion N
25, “Accounting for Stock Issued to Employeddrider this option, compensation cost is recordednithe fair market value of our stock at
date of grant for fixed options exceeds the exerprice of the stock option. Our policy is to gratuck options at the fair market value of our
common stock on the date of the grant. Compensatishfor restricted stock awards is accrued dwelife of the award based on the quoted
market price of our stock at the date of the aw@ampensation cost for performance shares is ateddior under variable plan accounting.
The estimated fair value at the date of grant isréized to operations over the vesting period. Baedr the accrual is adjusted to reflect the
performance relative to the respective target.
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Pro forma net loss and loss per share were cadollzsed on the following assumptions as if werbadrded compensation expense for
the stock options granted during the year. We ltadompensation expense for stock options grantedgleach of the years from 2001
through 2003. The fair value of each option grambedng 2003, 2002 and 2001 was estimated on tteeafgyrant, using the Black-Scholes
option-pricing model with the following weighted-erage assumptions used: dividend yield of 5.212008, 4.97% in 2002 and 5.69% in
2001, risk-free interest rate of 3.05% in 20037%62n 2002 and 4.92% in 2001, expected volatilitd@% in 2003, 31% in 2002 and 29% in
2001 and an expected life of 7 years. The fairealioptions granted during 2003, 2002, and 2004 $&83, $5.16 and $5.34, respectively.
The following table shows the difference betwegyoreed and pro forma net loss and loss per shafeneshad recorded compensation
expense for the stock options granted during tlae.ye

2003 2002 2001
Net Loss
As reportec $ (249 $ 3B $ (9
Stoclk-based employee compensation expense, net 2 3 3
Pro forma $ (260 $ (39 $ (12
Per Share Dat:
Basic and Dilute(
As reportec $(0.42) $(0.6%) $(0.22)
Pro forma (0.45 (0.68) (0.29)

EARNINGS PER SHARE

Basic and diluted loss per share are computed\igtidg net loss by the weighted average numbeioafroon shares outstanding. 1
effect of stock options of 0.3 million in 2003, G&llion in 2002 and 0.1 million in 2001 have nadn included in the 2003, 2002 and the 2001
diluted loss per share as their effect would haaentanti-dilutive.

Computation of Loss per Share 2003 2002 2001
Income (loss) before cumulative effect of accoumtthange $ 1 $ @B $ (9
Cumulative effect of accounting change, (25) — —
Net loss $(29 $3B) $ (9
Basic and diluted shar 58.2 49.4 43.¢€
Basic and diluted income (loss) per shi

Income (loss) before cumulative effect of accoumtthange $0.02 $(0.6%) $(0.22)
Cumulative effect of accounting change, (0.49 — —
Net loss $(0.42) $(0.6%) $(0.22)

SHORT-TERM INVESTMENTS

Short-term investments, which approximate fair ealwere $25 at December 31, 2002, and represemeztjuity value of the company-
owned life insurance program.

TRADE RECEIVABLES

Allowance for doubtful items was $8 at DecemberZ103 and 2002. Provisions charged to operatioms $4in 2003 and $2 in 20!
and 2001. Bad debt write-offs, net of recoveriesren4 in 2003, $1 in 2002 and $2 in 2001.
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INVENTORIES

2003 2002

Raw materials and suppli $12C $12C
Work in proces! 124 11F
Finished good 75 74
31¢ 30¢

LIFO reserve: (77) (54)
Inventory, ne $242 $25E

Inventories valued using the LIFO method compri82% of the total inventories at December 31, 20@&t82002. During 2001, LIFO
inventory quantities were reduced resulting inrasreéase in pretax income of $4.

PROPERTY, PLANT AND EQUIPMENT

Useful Lives 2003 2002

Land and improvements to lai 10-20 Years $ 59 $ 61
Buildings and building equipme 1C-25 Years 222 231
Machinery and equipmel 3-12 Years 1,491 1,522
Leasehold improvemen 4 3
Construction in progres 38 43
Property, plant and equipme 1,81« 1,86(

Less accumulated depreciati 1,31: 1,30¢
Property, plant and equipment, | $ 501 $ 552

Leased assets capitalized and included above amgmificant. Maintenance and repairs chargedoerations amounted to $106 in 2003
and 2001 and $105 in 2002.

INVESTMENTS—AFFILIATED COMPANIES

We have a 50% ownership interest in Sunbelt ChlkalAPartnership and Yamaha-Olin Metal Corporatibath of which are accounted
for using the equity method of accounting. Combifiedncial positions and results of operationshafse two equity-basis affiliates in their
entirety were as follows:

100% Basis
2003 2002 2001

Condensed Balance Sheet D:

Current assel $ 41 $ 36

Noncurrent asse 137 137

Current liabilities 27 26

Noncurrent liabilities 15¢ 171
Condensed Income Statement D

Net sales 16C 117 $ 98

Gross profil 49 19 17

Net income (loss 21 9 (10

Pursuant to a note purchase agreement dated Dec2&i997, the Sunbelt joint venture sold $97 .Bioni of Guaranteed Senior
Secured Notes Due 2017, Series O, and $97.5 ofa@Gtesd Senior Secured Notes Due 2017, Series Geféfeto these notes as the Sunbelt
Notes. The Sunbelt Notes bear interest at a rate28% per annum, payable semiannually in arreaesagh June 22 and December

We have guaranteed the Series O Notes, and PolygDneartner in this venture, has guaranteed thie$S& Notes, in both cases
pursuant to customary guarantee agreements. Otargea and PolyOne’s guarantee are several, rdthejoint. Therefore, we are not
required to make any payments to satisfy the S&iblotes guaranteed by PolyOne. An insolvency akhgtcy of PolyOne will not
automatically trigger acceleration of the Sunbedtéé or cause us to be required to make paymedts onr guarantee, even if PolyOne is
required to make payments under its guarantee. kenwd the Sunbelt joint venture does not makeetinpayments on the Sunbelt Notes,
whether as a result of failure to pay on a guasoteotherwise, the holders of the Sunbelt Noteg pnaceed against the assets
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of the Sunbelt joint venture for repayment. If were/to make debt service payments under our gusgawe would have a right to recover <
payments from PolyOne.

Beginning on December 22, 2002 and each year titeregntil maturity of the Sunbelt Notes in 201%y Gunbelt joint venture is requir
to repay approximately $12 of the Notes, of whippraximately $6 is attributable to the Series Oddotfter the payment of $6 on the Series
O Notes in December 2003, our guarantee of thetses meas $85 at December 31, 2003. In the everfonbelt joint venture cannot make any
of these payments, we would be required to fundhalfrof such payment. In certain other circumsganeve may also be required to repay the
Sunbelt Notes prior to their maturity. We and Patghave agreed that, if we or PolyOne intend tasfier our respective interests in the
Sunbelt joint venture and the transferring partyriable to obtain consent from holders of 80% efabgregate principal amount of the
indebtedness related to the guarantee being traedfafter good faith negotiations, then we and/®©ak will be required to repay our
respective portions of the Sunbelt Notes. In su@ng any make whole or similar penalties or caslishe paid by the transferring party.

SHORT-TERM BORROWINGS

On January 3, 2002, we entered into a t-year senior revolving credit facility of $140, inding a sublimit for letters of credit, whi
will expire on January 3, 2005. At December 31,200e had $107 available under this senior revgharedit facility. We issued $33 of lette
of credit under a subfacility for the purpose gbgorting certain long-term debt, self-insuranced ptant closure and post-closure obligations.
We may select various floating rate borrowing opioThe senior credit facility includes varioustonsary restrictive covenants including
restrictions related to the ratio of debt to eagsibefore interest expense, taxes, depreciatiomauudtization (leverage ratio) and the ratio of
earnings before interest expense, taxes, depm@tiatid amortization to interest expense (coverafie)r

LONG-TERM DEBT

2003 2002
Notes payable

6.5%, due 201 $ 11 $ 11
7.11%, due 200 50 5C
7.3%, due 200 1 2
9.125%, due 201 20C 20c

Industrial development and environmental improvenodtigations:
Payable at variable interest rates of 1.39%, d@& 1 1
Payable at fixed interest rates of 4.50% to 6.883€,200-2017 65 66
Total senior dek 32¢ 33C
Amounts due within one ye 27 2
Total lon¢-term debt $301 $32¢

As of December 31, 2003, we had loegm borrowings of $328 ($330 at December 31, 2@d2)hich $1 ($1 at December 31, 2002)"
issued at variable rates.

As a result of our fixedate financings, we entered into floating interasé swaps in order to manage interest expenséaatihg interes
rate exposure to optimal levels. We have enteredapproximately $140 of such swaps, as discloséuly whereby we agree to pay variable
rates to a counterparty who, in turn, pays us fregds. In all cases the underlying index for \adgaates is the six-month London InterBank
Offered Rate (LIBOR). Accordingly, payments areledtevery six months and the terms of the swapdler same as the underlying debt
instruments.
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The following table reflected the swap activityateld to certain debt obligations as of DecembeGQ3:

Swap
Amount December 31, 2003
Underlying Debt | nstrument Date of Swap Floating Rate
9.125%, due 201 $5C December 200 4.70%
9.125%, due 201 $3C February 200: 4.0% — 5.0%
9.125%, due 2011 $2¢ March 200z 4.0% — 5.0%2
Industrial development and environmental improvenodtigations at fixed rates of
4.5%-6.75% due 20(-2017 $ € March 200z 0.5% — 1.0%?
$21 March 200z 1.44%
$€ March 200z 1.58%

(a) Actual rate is set in arrears. We project it walll fwithin the range showi

These interest rate swaps reduced interest experssating in an increase in pretax income of $8003 and a decrease in pretax loss of
$5 and $1 in 2002 and 2001, respectively. The iffee between interest paid and interest recevettiuded as an adjustment to interest
expense. A settlement of the fair market valuéhefihterest rate swaps as of December 31, 2003dwesult in a gain of $13. The counterpz
to these interest rate swap contracts is a majanfial institution. Our loss in the event of noripenance by the counterparty would not be
significant to our financial position or resultsagerations.

In January 2003, we renegotiated our $11 note 608.2The maturity date was extended to 2013 andhtkeest rate was reduced from
7.75% to 6.5%, effective January 1, 2003.

Annual maturities of long-term debt are $27 in 20882 in 2005, $1 in 2006, $2 in 2007, $8 in 2008 a total of $238 thereafter.

Interest expense incurred on short-term borrowargslong-term debt totaled $20 in 2003, $26 in 280@ $18 in 2001, of which $1 was
capitalized in 2001.

PENSION PLANS AND RETIREMENT BENEFITS

Almost all of our domestic pension plans are nontgbutory final-average-pay or flat-benefit plaarsd all domestic employees are
covered by a pension plan. Our funding policy issistent with the requirements of federal laws @gilations. Our foreign subsidiaries
maintain pension and other benefit plans, whichcaresistent with statutory practices and are rgatiicant. Our pension plan provides that if,
within three years following a change of control@ifn, any corporate action is taken or filing madeontemplation of, among other things, a
plan termination or merger or other transfer okgssr liabilities of the plan, and such terminatimerger or transfer thereafter takes place,
plan benefits would automatically be increasedaféected participants (and retired participantstisorb any plan surplus (subject to
applicable collective bargaining requirements).

We also provide certain postretirement health ¢asedical) and life insurance benefits for eligibtive and retired domestic employees.
The health care plans are contributory with pgstiots’ contributions adjusted annually based onicaédates of inflation and plan experience.

We acquired Chase on September 27, 2002, inclitfipgnsion benefit obligation of $15 and pensiampssets of $11. We use a
measurement date of December 31 for the majoriuofpension and postretirement plans.
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Obligations and Funded Status

Other
Postretirement
Pension Benefits Benefits
Change in Benefit Obligation 2003 2002 2003 2002
Benefit obligation at beginning of ye $ 1,39¢ $ 1,26( $ 82 $ 75
Service cos 17 14 1 1
Interest cos 93 91 5 6
Actuarial loss 13E 112 8 15
Business combinatic — 15 — —
Benefits paic (104 (99) (14) (15)
Benefit obligation at end of ye $ 1,53¢ $ 1,39: $ 82 $ 82

Pension Benefits

Changein Plan Assets 2003 2002

Fair value of plar’ assets at beginning of ye $ 967 $ 1,16¢
Actual return on plar assett 207 (115)
Employer contributiot 7 6
Business combinatic — 11
Benefits paic (104) (99)
Fair value of plar’ assets at end of ye $ 1,077 $ 967

Other
Postretirement
Pension Benefits Benefits

2003 2002 2003 2002
Funded statu $ (457) $ (42¢) $ (82 $ (82
Unrecognized actuarial (gain) lo 46C 422 44 36
Unrecognized prior service cc 28 33 3) —
Net amount recognize $ 31 $ 29 $ (4) $ (46)

At December 31, 2003 and 2002, the benefit obligadtif the qualified pension plans was $1,478 an@4&, respectively; and the fair
value of the assets of the qualified pension pleas $1,077 and $967, respectively. At Decembe23@3 and 2002, the benefit obligation of
the non-qualified pension plans was $56 and $&hewtively.

Other
Postretirement
Pension Benefits Benefits
2003 2002 2003 2002
Amounts recognized in the consolidated bale
sheet consist 0
Prepaid benefit co: $ 70 $ 7C $— $—
Intangible asset in prepaid pension ¢ 31 36 — —
Accrued benefit liability in other liabilitie (469) (445) (471) (46)
Accumulated other comprehensive inca 39¢ 36¢ — —
Net amount recognize $ 31 $ 29 $(41) $(46)
December 31,
Pension Plans with an Accumulated Benefit Obligation in Excess of Plan Assets 2003 2002
Projected benefit obligatic $1,53¢  $1,39:
Accumulated benefit obligatic 1,472 1,34(

Fair value of plan asse 1,07 967
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Other
Postretirement

Pension Benefits Benefits
Components of Net Periodic Benefit Cost (Income) 2003 2002 2001 2003 2002 2001
Service cos $ 17 $ 14 $ 14 $ 1 $ 1 $ 1
Interest cos 93 91 88 5 6 5
Expected return on pla’ asset: (112) (11%) (120) — — —
Amortization of prior service co: 5 6 6 — — —
Recognized actuarial loss (ga 2 1 2 3 1 1
Curtailment — — 17 — — 6
Net periodic benefit cost (incom 5 $ (3 $ 3 $ 9 $ 8 $ 13
Additional Information
Increase in minimum liability included
in other comprehensive income
(pretax) $ 32 $ 36C $—
Other
Postretirement
Pension Benefits Benefits

Weighted-Average Assumptions Used to Determine Benefit Obligation 2003 2002 2002

2003
Discount rate 6.25% 6.75%  6.25% 6.75%
Rate of compensation incree 4.5% 4.5% 4.5% 4.5%

Decreasing the discount rate by 0.5% from 20020@B82esulted in an increase of approximately 6¥héAccumulated Benefit
Obligation and the Projected Benefit Obligation @ndur pension plans.

Weighted Average Assumptions Used to Determine Net Periodic

Benefit Cost
Discount rate 6.75% 75% 6.75% 7.5%
Expected return on asst 9.0% 9.0% N/A N/A
Rate of compensation incree 4.5% 4.5% N/A N/A
Other
Postretirement
Benefits
Assumed Health Care Cost Trend Rates for Pre-65 Retirees 2003 2002
Health care cost trend rate assumed for next 9.5% 9.5%
Rate that the cost trend rate gradually decline 45% 4.5%
Year that the rate reaches the ultimate 2010 2009

For post-65 retirees, we provide a fixed dollardfénwhich is not subject to escalation.

Assumed health care cost trend rates have a signtfeffect on the amounts reported for the he=ltk plans. A one-percentage-point
change in assumed health care cost trend rateglwank the following effects:

One- One-
Percentage Percentage
Point Point
Increase Decrease
Effect on total of service and interest cc $ — $ —
Effect on postretirement benefit obligati 3 (©)]

55



Plan Assets
Our pension plan asset allocation at December@13 2nd 2002, by asset class is as follows:

Percentage of Plan Assets

2003 2002
Asset Clas
U.S. Equities 52% 47%
Non-U.S. Equities 18 15
Total Equities 7C 62
Fixed Income/Cas 28 36
Real Estatt 2 2
Total 10(% 10C%

The U.S. Equities asset class includes our comruak n the amounts of $15 (1% of total plan agsmtsl $12 (1% of total plan assets),
at December 31, 2003 and 2002, respectively.

A master trust was established by our pension fal@tcumulate funds required to meet benefit paysnefhour plan and is administered
solely in the interest of our plan’s participantslaheir beneficiaries. The master trust’s investnf®rizon is long term. Its assets are managed
by professional investment managers or investguidfessionally managed investment vehicles.

The master trust’s investment objective is to mazéthe long-term total rate of return on assethiwithe limits of applicable fiduciary
standards dictated by the Employee Retirement liecBeturity Act of 1974, as amended. Risk is manageativersifying assets across asset
classes whose return patterns are not highly @e®| investing in passively and actively managesdtegies and in value and growth styles,
and by periodic rebalancing asset classes, stestegid investment styles to objectively set targets

The following target allocation and ranges havenbsst for each asset class:

Target Allocation Target Range
Asset Clas
U.S. Equities 4% 46-52%
Non-U.S. Equities 16 14-18
Total Equities 65 60-70
Fixed Income/Cas 33 28-40
Real Estatt 2 0-2

Ranges recognize the tendency of trends to pensisare designed to minimize transactions costaged with rebalancing. Asset class
allocations are reviewed periodically and adjuste@ppropriate.

In February 2004, we made a voluntary contributb®125 to our pension plan. Also in 2004, we expeenake payments of $15 under
the provisions of our Other Postretirement Berfelins.

INCOME TAXES
Components of Pretax |ncome (L0ss) 2003 2002 2001
Domestic $ 3 $(30) $(20)
Foreign 2 3 7
Income (loss) before taxes and cumulative effeetogbunting chang $ 5 $(27) $(13)

Components of Income Tax Provision (Benefit)

Currently payable

Federal $— $(18) $ 5
State 2 — 2
Foreign 2 2 2

4 (16) 5



Deferred — 2C 9)

Income tax provision (benefi $ 4 $ 4 $ 4)
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The following table accounts for the differencevibetn the actual tax provision and the amounts ebthby applying the statutory U.S.
federal income tax rate of 35% to the income framtimuing operations before taxes.

Effective Tax Rate Reconciliation (Percent) 2003 2002 2001
Statutory federal tax ra 35.C 35.C 35.C
Foreign rate differentie 34.1 (2.0 1.3
Export tax incentive (7.7) 15 5.3
Compan-owned life insurance prograr 4.2 (37.60 (2.0
Dividends paid to ESO (18.2) 7.4 —
Provision for prior year taxe — (26.) —
State income taxes, n 17.¢ 5.8 4.7
Non-deductible portion of restructuring chat 15.4 — —
Change in valuation allowan 8.2 (2.3 (9.5
Equity income of foreign affiliate (6.9 1.2 3.3
Other, ne 2.9 15 (7.3
Effective tax rate 76.5 (15.) 30.¢
Components of Deferred Tax Assets and Liabilities 2003 2002

Deferred tax asset

Pension and postretirement bene $ 15€ $ 14¢€
Environmental reserve 36 38
Accrued liabilities 49 34
Minimum tax credits 17 19
Federal and state net operating los 31 39
Other miscellaneous iten 12 2
Total deferred tax asse 30:< 28C
Valuation allowanct (5) 4
Net deferred tax asse 29¢ 27¢€
Deferred tax liabilities
Property, plant and equipme 83 73
Capital loss 87 87
Other miscellaneous iten 33 51
Total deferred tax liabilitie 20z 211
Net deferred tax ass $ 95 $ 65

As described under the accounting policy on agtgement obligations, in 2003 we recorded a $2&raéx charge for the adoption of
SFAS No. 143. The pretax charge was $42 and th&rktax benefit was $17. The after-tax chargeraesrded as the cumulative effect of
accounting change in the Consolidated Statemer@pefations.

Included in Other Current Assets at December 3@320hd 2002 are $33 and $44, respectively, of ureent deferred assets. The
remainder of the net deferred tax asset balanee®@ded in Other Assets in 2003 and 2002. Theraefdax provision for 2003, 2002 and 2
does not reflect the tax effect of $3 in 2003 ahdr2001 resulting from hedging activity under S§No. 133 and $18 in 2002 and $4 in 2001
resulting from the acquisitions of Chase and Moharespectively. For the year 2003 and 2002, tlierds tax provision does not reflect $12
and $140, respectively, resulting from additionaimum pension liability adjustment required by S&No. 87, “Employers Accounting for
Pensions.”

Realization of the net deferred tax assets is digrgron future reversals of existing taxable terapodifferences and adequate future
taxable income, exclusive of reversing temporaffetinces and carryforwards. Although realizat®naot assured, we believe that it is more
likely than not that the net deferred tax asselishgirealized.

We have state net operating loss carryforwardppfaimately $144, which are available to offsetife state taxable income, if any,
through 2015. We also have minimum tax credit darvyards of approximately $17, which are availableeduce future federal regular
income taxes, if any, over an indefinite period.
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At December 31, 2003, our share of the cumulatidisiributed earnings of foreign subsidiaries waggraximately $10. No provision h
been made for U.S. or additional foreign taxeshenundistributed earnings of foreign subsidiariaseswe intend to continue to reinvest
indefinitely these earnings. Foreign tax creditaildde available to substantially reduce or elirtereny amount of additional U.S. tax that
might be payable on these foreign earnings in teateof distributions or sale.

We are currently subject to ongoing audits by 8 In connection with our Federal tax returns far years from 1992 to 2000; howe
we have closed all tax years through 1991. Depgnalinthe outcome of these audits, we may be redjtireay additional taxes, and any
additional taxes and related interest could betankial. We have reserved amounts which we belgllde sufficient for any adverse
outcome. The timing of such payments is uncertain.

In the first quarter of 2003, we were acceptedadipipate in the IRS settlement initiative pertagto tax issues relating to our benefits
liability management company. Assuming a settlenenéached pursuant to the initiative, we expe@wventually pay approximately $13
(which had been recorded as a liability prior t®2)) representing the final settlement, net ofitawefits on the operating results of our ben

liability management company.

In addition, we reached a settlement with the |BI&tive to our Compan@wned Life Insurance (COLI) program. The settlemeitth the
IRS contemplates a tax payment of approximatelyifi2be first half of 2004 with the remainder ofpapximately $23 to be paid in future
years. These payments had been recorded as éyighibr to 2002.

In 1999, we entered into tax sharing agreements Aiith Chemicals, Inc. effectively providing thaéwill be responsible for the tax
liability of Arch Chemicals for the years that Ar€themicals was included in our consolidated inctemereturns.

ACCRUED LIABILITIES
Included in accrued liabilities are the followirtgms:

2003 2002
Accrued compensation and employee ben $23 $ 23
Environmental (current portion onl 26 28
Derivatives 13 21
Accrued insuranc 17 15
Workers compensatic 15 14
Other 48 44

$14z  $14F

CONTRIBUTING EMPLOYEE OWNERSHIP PLAN

The Contributing Employee Ownership Plan (CEOR) defined contribution plan available to essetiall domestic employees.
Through October 16, 2003, we matched eligible egg®acontributions in the form of Olin common stoekfective October 17, 2003,
company matching contributions are invested instmae investment allocation as the employee’s darttan. Our matching contributions
amounted to $3 in 2003, $5 in 2002 and $6 in 2&dfective January 1, 2003, we suspended the matahil galaried employeesbntributions

Employees become vested in the value of the carinibs we make to the CEOP according to a schdthgded on service. After two
years of service, participants are 25% vested. Tsyin increments of 25% for each additional yaat after five years of service, they
100% vested in the value of the contributions tathave made to their accounts.

Employees may transfer any or all of the valuehefinvestments, including Olin Common Stock, to ang or combination of
investments available in the CEOP. Employees nansfer balances daily and may elect to transfempangentage of the balance in the fund
from which the transfer is made. However, whendfaming out of a fund,
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employees are prohibited from trading out of thedfto which the transfer was made for seven caletiags. This limitation does not apply to
trades into the ACI Premium Money Market Fund & @lin Common Stock Fund.

STOCK OPTIONS

Under the stock option and Ic-term incentive plans, options may be granted tcipase shares of our common stock at not less #ie
market value at the date of grant, and are exdaiegar a period not exceeding ten years from dad¢. Options granted under the 1996 Stock
Option Plan and the 2000 and the 1991 Long Terreritice Plans vest over three years. In 2003, twm$oof long-term incentive awards were
given, stock options representing one-half of thgragate value of the long term incentive awardoopmity, and performance share awards
making up the other half. The option price wasasehe fair market value of common stock on the dditthe grant, and the options have a ten-
year term. The other half of the individual longiteincentive award takes the form of performanaea$ At the end of a thi-year
performance cycle, participants receive a perfooeatare award denominated in shares of our gpadtk,half in shares of our stock and half
in cash, based on Olin’s average annual returrapitat in relation to the average annual returrcapital among the S&P MidCap 400
companies. In 2000, a one-time grant of Performa@mmelerated Vesting Stock Options was granted asitlexercise price of $18.97, which
represented fair value. Options for 920,000 sharse outstanding at December 31, 2003. These apliave a term of 120 months and vest in
119 months, and can vest early, but only if thelsfrice increases to $28 per share or more fatad@ in any 30 calendar day period.

In accordance with our Agreement and Plan of Mevgtdr Chase dated May 7, 2002, each Chase stoadmophder the Chase 1994 L¢
Term Incentive Plan, the Chase 1997 Executive Pefle€ompensation Stock Option Plan and the Cha@e N®n-Employee Director Stock
Option Plan was converted into a stock option fpu&e a number of shares of our common stock etgudle number of shares of Chase
common stock subject to the Chase stock optioniptield by 0.6400. The exercise price of each Clségsek option that was converted into an
Olin stock option was equal to the exercise pricte applicable Chase stock option divided by 006G4The terms and conditions of the Olin
options will otherwise be the same as were appicabder the stock option of Chase, as the casebmgdyut taking into account any changes,
including acceleration, provided for in the applilsastock plan of Chase. In September 2002, apprately 918,000 stock options were issued
to Chase employees and directors who owned optindsr the Chase stock option plans.

As a result of the spin-off of Arch Chemicals, thestanding Olin options as of February 8, 199%wemverted into both an option to
purchase Olin common stock and an option to puclAash Chemicals common stock with an adjustmenhefexercise price designed to
preserve the “intrinsic value” at the time of tipénsoff. Olin will be responsible for delivering afes of Olin common stock upon exercise, and
Arch Chemicals will be responsible for deliverintases of Arch Chemicals stock upon exercise. Thi@g maintain the original vesting
schedule. Stock option transactions are as follows:

Weighted Average
Option Price Option Price
Shares Per Share Per Share

Outstanding at January 1, 2C 5,412,94. $12.72-$27.17  $ 20.67
Granted 451,30( 15.66- 20.67 18.5¢
Exercisec (161,09) 13.34-17.1¢ 14.5¢
Cancelec (66,879 15.85-27.17 20.6:
Outstanding at December 31, 2( 5,636,27. 12.72-27.17 20.6¢
Granted 706,70( 16.10-18.3¢ 16.17
Chase Acquisitiol 917,69: 6.25- 33.8¢ 15.9¢
Exercisec (174,069 10.42-18.97 15.7¢
Cancelec (196,77) 11.72- 28.0¢ 19.9¢
Outstanding at December 31, 2( 6,889,81 6.25—- 33.8¢ 19.7:
Granted 761,00( 15.35-17.3¢ 15.3¢
Exercisec (444,609 6.25-17.7(C 12.4(
Cancelec (120,88) 13.34- 28.0¢ 23.0z
Outstanding at December 31, 2( 7,085,32! $ 6.25-$33.8¢ $ 19.67
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Of the outstanding options at December 31, 2008pp covering 4,833,666 shares are currently ésate, including options covering
627,296 shares held by Arch Chemicals employeeBPe&ember 31, 2003 and 2002, the average exereiggdfor all outstanding options w
64 months and 66 months, respectively. The follgwable provides certain information with respecstock options exercisable at December
31, 2003:

Range of Stock Options Weighted Average
Exercise Prices Exercisable Exercise Price
Under $18.0( 1,350,37¢ $14.82
$18.00- $24.00 1,239,121 $19.01
Over $24.0( 2,244,16¢ $25.47
4,833,66¢€

At December 31, 2003, common shares reserveddoaige and available for grant or purchase unédiotlowing plans consisted of:

Number of Shares

Reserved for Available for
Stock Option Plans Issuance Grant or Purchase
1996 Stock Option Pla 3,362,74 136,06
2000 Long Term Incentive Pl 2,227,09 287,46
2003 Long Term Incentive Pl 1,700,001 1,700,001

7,289,841 2,123,52®
1988 Stock Option Plan (plan expire 409,49! —
1991 Long Term Incentive Plan (plan expir 772,61( —
Chase Benefit Plans (assumed in acquisit 570,24 —
Options Available for only Arch Chemicals Employs 627,29¢ —

2,379,64. —

Total under stock option plau 9,669,48! 2,123,52

Stock Purchase Plans

1997 Stock Plan for N-employee Director 243,26¢ 107,55:
Employee Deferral Pla 61,64" 46,95(
Monarch Brass & Copper Corp. Deferral P 500,00( 500,00(

Total under stock purchase ple 804,91: 654,50:

(1) consists of stock options of 1,316,166 shared stock awards of 807,360 sha

Under the stock purchase plans, our employeesmenmployee directors may defer certain elementkeaf compensation, and former
employees of Monarch may periodically transfer antswf their compensation deferred at the time eggied Monarch into shares of our
common stock based on fair market value of theeshar the time of deferral. Non-employee direcéomsually receive stock grants as a portion
of their director compensation. Of the shares reskunder the stock purchase plans at Decemb&O0BB, approximately 150,000 shares were
committed.

SHAREHOLDERS' EQUITY

In March 2002, we issued and sold 3,302,914 steresmmon stock at a public offering price of $X¥.Blet proceeds from this sale
were approximately $56.

During 2003 and 2002, we issued 915,159 and 1,69%Rares of common stock with a total value of $i6 $18, respectively, to the
Contributing Employee Ownership Plan. These shasge issued to satisfy the investment in our comstook resulting from employee
contributions, our matching contribution and redsted dividends.
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During 2002 and 2001, we used $3 and $14 to repsech.1 million and 0.7 million shares of our commstock, respectively. There
were no share repurchases in 2003. Under prograemopsly approved by our board of directors, agpnately 154,000 shares remained ti
repurchased as of December 31, 2003.

In December 2002, we registered $400 of securitifsthe Securities and Exchange Commission whefiedwy time to time, we may
issue debt securities, preferred stock and/or comstack and associated warrants. At December 313,28e entire $400 was available for
issuance.

SHAREHOLDERS’ RIGHTS PLAN

Pursuant to a Rights Agreement, dated as of Fep@¥r1996, one Right is associated with each shfaoeir common stock. Each Right
entitles a shareholder (other than the acquirenutoone-five-hundredth share of Series A ParttaigaCumulative Preferred Stock at an
exercise price of $120. The Rights are exercisablg if a person or group acquires more than 15%uofcommon stock or, if and as of such
date as our board of directors so determines,iatig the commencement of a tender or exchange tuffecquire more than 15% of our
common stock. If any person or group acquires rttzaa 15% of our common stock and in the eventaftssequent merger or combination or
similar transaction with the acquirer or a relgpadty, each Right will entitle the holder (otheamhthe acquirer) to purchase stock or other
property of the acquirer or such related party hgd value of twice the exercise price. We canaedthe Rights at $0.005 per Right for a
certain period of time. The Rights will expire oeldfuary 27, 2006, unless redeemed earlier by us.

SEGMENT INFORMATION

Historically our external reporting of segment agigrg results included an allocation of all corgereosts and was attributable to three
operating segments. In the past, senior manageanernhe board of directors reviewed the resulth@hbusinesses both on an externally
reported basis (including the allocation of allpanate costs) and on a divisional basis (excluthiegallocation of corporate costs). During
2003, it became apparent that the most effectivetovaeview the results of our businesses was witkiwe corporate allocation. Therefore, all
of the monthly operations reviews focused on thésitin pretax results (earnings before interesttards and excluding corporate) and the
related allocation of Corporate costs.

Consistent with the guidance in SFAS No. 131, “ldisares and Segments of an Enterprise and Relatedration,”we have determine
it would be more appropriate to create a separatpdate/Other segment for external reporting psegdo capture those corporate costs w
are not readily allocable back to the segments aga@mvironmental remediation costs, pension incamteexpense, and other purely corporate
items. This is consistent with the manner in whieh results are accumulated in the consolidatioegss and the manner in which they are
viewed by senior management and the board of directVe believe that by isolating these corporattscin a separate segment we will
provide more transparent and understandable disel@bout the operating results of our segmentshaatds consistent with how we assess
performance of our businesses. Therefore, all fdatarior years have been restated to conform fi83fresentation.

Intersegment sales of $36, $30 and $25 for the year3, 2002 and 2001, respectively representing treecfaammunition cartridge cu
to Winchester from Metals have been eliminated fiatals segment sales.

We define segment operating income as earnings) (before interest expense, interest income, atiseme, restructuring charge and
unusual items and income taxes, and include theatipg results of non-consolidated affiliates. Segtroperating results exclude in 2003 the
restructuring charge ($31 pretax) and in 2001 éls¢ructuring charge and unusual items ($42 pretax).
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Sales:
Chlor Alkali Products
Metals
Winchestel

Total sales

Operating income (loss) before restructuring charge and unusual items;
Chlor Alkali Products
Metals
Winchestel
Corporate and Othe

Total operating income (loss) before restructudhgrges and unusual itel
Interest Expens
Interest Incom
Other Income
Restructuring Charg
Unusual Items (Recorded in Cost of Goods S

Income (loss) before taxes and cumulative effeetoabunting chang

Equity income (loss) in affiliated companies, inclded in operating income
Chlor Alkali Products
Metals

Total equity income in affiliated compani

Depreciation expense
Chlor Alkali Products
Metals
Winchestel
Corporate and Othe

Total depreciation expen:

Amortization expense:
Metals

Capital spending:
Chlor Alkali Products
Metals
Winchestel
Corporate and Othe

Total capital spendin

Assets:
Chlor Alkali Products
Metals
Winchestel
Corporate and Othe

Total consolidated asse

Investments & advances to (from) affiliated compargs at equity:
Chlor Alkali Products
Metals

Total investments & advance—affiliated companies

2003

2002

2001

$ 40C $ 321 $ 384
882 697 61€
30z 28¢ 26¢

$1,58¢  $1,301  $1,271

$ 63 $ (24 $ 21

11 19 8

22 16 7
@)  1® 19

53 © 22

20 26 17

1 3 1

2 3 22

(31) — (39)
— — 2

$ 5 $ (27 $ (19
$ 7 % (8 $ (9
1 1 1

$ 8 $ () $ (8
$ 29 $ 37 $ 38
42 37 30

9 11 13

1 2 4

$ 8 $ 87 $ 85

$ 1 % 1 % 2

$ 27 $ 20 $ 22

22 17 36
5 4 6
1 — 1

$ 55 $ 41 $ 65

$ 195§ 198§ 217
692 734 502
14¢ 13t 142
41¢ 36( 357

$1,448  $1,42¢  $1,21¢

$ 21) $ (19 $ (229
1C 8 7

$ (1))

$ (1))

$ (19




Segment assets include only those assets whidliratly identifiable to a segment and do not idesuch items as cash, deferred taxes
and other assets. Sales by segment substantipfiysent sales for our three product lines.
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Geographic Data: 2003 2002 2001

Sales
United State: $1,53¢ $1,24¢ $1,21¢
Foreign 50 b5 57
Transfers between are
United State: 11 9 14
Foreign 1 1 —
Eliminations (12 (10 (14)
Total sales $1,58¢ $1,301 $1,271
Assets
United State! $1,387 $1,37( $1,171
Foreign 5C 5C 45
Investment: 8 8 7
Eliminations — 4 (@]
Total assets $1,44¢ $1,42¢ $1,21¢

Transfers between geographic areas are pricedanat prevailing market prices. Export sales fribra United States to unaffiliated
customers were $70, $57, and $61 in 2003, 2002266, respectively.

ACQUISITIONS

In June 2001, we acquired the stock of Monarctafiproximately $48. Monarch was a privately helé&csglty copper alloy manufactui
headquartered in Waterbury, CT with annual revefiepproximately $95 in 2000. We financed the pase through our credit lines. The
purchase price exceeded the fair value of the iiiiglle net assets acquired by $19. The acquishiasbeen accounted for using the purchase
method of accounting and for segment purposes nchsded in Metals. The operating results of Monawehich have been included in the
accompanying financial statements since the daséeaiisition, were not material.

On September 27, 2002, we completed our acquisifié@@hase with the issuance of approximately 9 anishares of our common
stock for 100% of the outstanding stock of Cha$e dggregate purchase price was approximately $&@Bsenting an average price of
$18.11 per share. The acquisition has been acabtmteising the purchase method of accounting anddgment reporting purposes, was
included in Metals. The operating results of Chaggach have been included in the accompanying firrstatements since the date of the
acquisition, were approximately $8 in 2003 (twetrenths) and $2 in 2002 (three months).

The following table includes the estimated fairueabf the assets acquired and the liabilities assuath the dates of acquisitions. Base
valuations prepared at the acquisition date of Ekdi&ed assets and certain intangible assetdgtnark), $40 was assigned to goodwill and
$10 was assigned to trademark, both of which atesulgect to amortization.

Supplemental cash flow information on the businessejuired is as follows:

2002 2001
Cash $13 $—
Working capital 9 20
Property, plant and equipme 13t 16
Goodwill 40 19
Intangible asset (trademat 10 —
Debt — 11
Other, ne (29 4
Net assets acquire $17¢ $ 48
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The following unaudited pro forma condensed resflisperations for the two years ended Decembe2@02 and 2001 reflect the Chase
acquisition as if it had occurred on January 1,12@0 beginning of the fiscal period presented.

2002 2001
Sales $1,481  $150:
Net loss (29 2
Net loss per common sha

Basic and dilutet $(0.47) $(0.09

RESTRUCTURINGS AND UNUSUAL ITEMS

In June 2002, the FASB issued SFAS No. 146, “Actiogrfor Costs Associated with Exit or Disposal iittes.” SFAS No. 146
addresses the accounting and reporting for costeded with restructuring activities. This nearstard changes the timing of the recognition
of restructuring charges. Liabilities for restruatg costs will be required to be recognized wHenltability is incurred rather than when we
commit to the plan. SFAS No. 146 is effective festructuring activity initiated after December 2002. We adopted the provisions of SFAS
No. 146 on January 1, 2003. In the first quarte2@d3, we made a decision to close our manufagiyiant in Indianapolis, Indiana. Tl
Indianapolis facility ceased operations on Febrdary2003. The plant manufactured copper and cogfmr sheet and strip products and
employed approximately 200 people. Production attidianapolis strip mill has been consolidatedhimibur East Alton, Illinois facility.

While the Indianapolis strip mill had been an impat part of the Metals segment since its acqaisith 1988, reduced domestic consumption
of strip products combined with the capacity addis at East Alton have lessened the need to maititailndianapolis production base. As a
result of this closure and certain other actions recorded in the first quarter of 2003 a pretatrueturing charge of $29. In addition, we
recorded in the fourth quarter of 2003, a pretatrueturing charge of $2 primarily for the writevdo of certain non-U.S. assets, netted with a
reduction of a previously established reserve edl& our Indianapolis restructuring.

The major portion of these charges was a non-daaitge ($25) related to the loss on disposal oeveff of equipment and facilities, and
goodwill. The balance of the restructuring changgated to severance and job-related benefit céstihe Indianapolis facility, approximately
190 employees were terminated, while nine employese transferred to the East Alton facility. Irdéabn to the closing of the Indianapolis
facility, the Metals segment had determined thethfr cost reductions were necessary due to cangradepressed economic conditions.
Approximately 55 employees were terminated to recheadcount through a combination of a reductiefoiioe program in Metals and the
relocation of the segment’s New Haven, Connectitettals research laboratory activities to two emgstnanufacturing locations.

The following table summarizes the major componeftse 2003 charges and the remaining balances@scember 31, 2003:

Accrued
Restructuring Restructuring
Amounts
Charge Utilized Costs
Write-off of assets (including $2 of goodwi $ 25 $ (25 % —
Employee severance and job related ben 6 (5) 1
$ 31 $ (B0 3% 1

For the full year 2001, we recorded restructurihgrges totaling $39 pretax and unusual items git$8x for a total of $42. All amounts
related to the 2001 charge were utilized by Decerthe2002.

In the third quarter of 2001, we recorded a pretearge for restructuring and unusual items of $2@arily for costs associated with a
salaried workforce reduction through an early estient incentive program. Cost of Goods Sold aneéQticome included $2 and $1,
respectively, of unusual items. Cost of Goods $udtlded the write-off of inventory associated witlincelled customer orders. Other Income
included the write-off of an investment in an E-coarce company. The third-quarter restructuring gbaf $26 related to the 190 employees
retiring in connection with the retirement progrand represented primarily pension and postretir¢inemefit curtailment losses and
severance.
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In the fourth quarter of 2001, we recorded a restming pretax charge of $13 pretax, primarily ¢osts associated with idling our
Indianapolis brass mill, consolidating distributioperations of Monarch with the A.J. Oster metalwise center business, and reducing
staffing levels in Chlor Alkali Products. A sigrifint portion of the charge relating to the idlifgh® Indianapolis facility represented prima
pension and postretirement curtailment losses emerance for 200 employees. Another portion ofctierge related to 38 Chlor Alkali
employees who accepted our offer of a voluntargighseparation program whereby employees accepluatary lay off and receive full
separation benefits and also receive their acqoeedion benefits at the same time. The balandeeofetstructuring charge relates to costs
associated with the consolidation of certain Mohdecilities in order to optimize distribution opg¢ions.

ENVIRONMENTAL

We are party to various governmental and privatérenmental actions associated with past manufagjuwperations and former wa:s
disposal sites. Charges to income for investigaam remedial efforts were $20 in 2003, $15 in 280@ $14 in 2001. These charges relate
primarily to remedial and investigatory activiti@ssociated with past manufacturing operations anddr waste disposal sites. The
consolidated balance sheets include reserves tiaref@énvironmental expenditures to investigater@anaediate known sites amounting to $9
December 31, 2003, and $98 at December 31, 20G2hich $67 and $70 are classified as other nonntiigilities, respectively.

Environmental exposures are difficult to assessifonerous reasons, including the identificatiom®iv sites, developments at sites
resulting from investigatory studies, advancegohnhology, changes in environmental laws and réigaand their application, the scarcity
reliable data pertaining to identified sites, thifficllty in assessing the involvement and finahciapability of other potentially responsible
parties and our ability to obtain contributionsnfrether parties and the lengthy time periods ov@cksite remediation occurs. It is possible
that some of these matters (the outcomes of whiglswibject to various uncertainties) may be resblugavorably to us, which could
materially adversely affect our financial positimnresults of operations. At December 31, 2003esténate we may have additional conting
environmental liabilities of $50 in addition to theounts for which we have already taken a reserve.

COMMITMENTS AND CONTINGENCIES

We lease certain properties, such as railroad datibution, warehousing and office space, date@ssing and office equipment. Lea
covering these properties generally contain edoalatauses (except for railroad cars) based oreased costs of the lessor, for primarily
property taxes, maintenance and insurance andreaegval or purchase options. Total rent expensegelao operations amounted to $33 in
2003 and $32 in 2002 and 2001 (sublease incom& isignificant). Future minimum rent payments unoigerating leases having initial or
remaining non-cancelable lease terms in excesa@fear at December 31, 2003 are as follows: $2204; $21 in 2005; $18 in 2006; $17 in
2007; $13 in 2008; and a total of $64 thereafter.

On December 31, 1997, we entered into a long-teutfur dioxide supply agreement with Alliance Spédgi Chemicals, Inc. (Alliance),
formerly known as RFC SO2, Inc. Alliance has thigattion to deliver annually 36,000 tons of sulflioxide. Alliance owns the sulfur dioxide
plant, which is located at our Charleston, TN facénd is operated by us. The price for the sulfiexide is fixed over the life of the contract,
and under the terms of the contract, we are olgdytd make a monthly payment of approximately $6gardless of the sulfur dioxide
purchased. Commitments related to this agreemerdaproximately $2 per year for each year of 20@dugh 2006 and a total of $10
thereafter.

We and our subsidiaries are defendants in variegal lactions (including proceedings based on allegposures to asbestos, perchlorate
and vinyl chloride) incidental to our past and eatrbusiness activities. While we believe that noihthese legal actions will materially
adversely affect our financial position, in lighttbe inherent uncertainties of the litigation cerming alleged exposures, we cannot at this time
determine whether the financial impact, if anyrefde matters will be material to our results ofrafiens.
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SUBSEQUENT EVENTS
Equity Offering
On February 3, 2004, we issued and sold 10 miliwares of our common stock at a public offeringgoof $18.00. Net proceeds from
the sale were approximately $178 and were useditera voluntary contribution of $125 to our pengitam. The balance of the proceeds of

$53 is available to retire maturing debt or foresthorporate purposes. The amount available uhe@e$400 registration statement filed with
Securities and Exchange Commission was reduceleébgroceeds from this issuance of securities.

Corporate Relocation (Unaudited)

In January 2004, we announced that our board ettlirs approved plans to move our corporate heatdysdo the East Alton, lllinois
area. The decision to relocate was driven by tharmeational, strategic and economic advantagksc&iing our corporate headquarters in the
East Alton area. The relocation of corporate headgus will be accompanied by a downsized corpastitesture more appropriate for us in
today’s competitive business environment. We explecheadquarters relocation to be completed bemideof 2004. Currently, 82 people are
employed on the corporate staff, including 66 imMedk. When completed, the efficiencies of beingstantially co-located with the Brass and
Winchester businesses will result in corporate grarsl being reduced by more than forty percent) ¥atal projected savings of approximately
$6 million per year. As a result of the relocatiam expect to incur one-time costs of approxima$dlg million which will be disclosed as
expensed primarily throughout 2004. We expect twiple job transition benefits and outplacementises/to all affected employees. The
transition is expected to begin in the second gquaft2004.

OTHER FINANCIAL DATA
Quarterly Data (Unaudited)

First Third Fourth
Quarter Second Quarter Quarter Year(1)

2003 () Quarter @) [6h) @)
Sales $ 39C $ 39¢ $ 41t $ 38t $1,58¢
Cost of goods sol 34¢€ 34¢ 36¢€ 34¢€ 1,40¢
Net income (loss (39) 9 6 — (24)
Basic and diluted net income (loss) per commones (0.67) 0.1t 0.1C 0.01 (0.42)
Common dividends per she 0.2C 0.2C 0.2C 0.2C 0.8C
Market price of common stock(:

High 20.0c¢ 19.7( 19.0C 20.5: 20.5:

Low 14.9% 16.4( 15.8: 15.7¢ 14.9%
2002
Sales $ 29t $ 314 $ 341 $ 351 $1,301
Cost of goods sol 27C 28t 30¢ 31¢ 1,181
Net loss (11 ) D 12 (3D
Basic and diluted net loss per common sl (0.26) (0.15) (0.02) (0.21) (0.6%)
Common dividends per she 0.2C 0.2C 0.2C 0.2C 0.8C
Market price of common stock(

High 18.8( 22.2¢ 22.6( 17.0¢ 22.6(

Low 13.8¢ 16.9¢ 15.5¢ 13.9( 13.8¢

(1) Operating results for the 2003 first quarter andtto quarter included pretax Restructuring Chafe®29 and $2, respectively, for t
shutdown of our Indianapolis Brass mill and certatimer actions. Operating results in the 2003 §sirter included an aftéax charge ¢
$25 for the adoption of SFAS No. 1#Accounting for Asset Retirement Obligatic”

(2) Operating results for the 2002 fourth quarter aearyncluded a tax provision of $10 in connectiathvihe surrender of life insuran
policies purchased by us under the Company Ownfedihsurance progran

(3) New York Stock Exchange composite transacti
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

Not applicable

Item 9A. CONTROLS AND PROCEDURES

We maintain a system of disclosure controls andgutares designed to provide reasonable assuraaici@fihrmation we are required to
disclose in the reports that we file or submit urttie Securities Exchange Act of 1934, as amenidedcorded, processed, summarized and
reported, within the time periods specified in S&ms and Exchange Commission rules and forms.rfamagement, with the participation of
our chief executive officer and our chief finanaidficer, evaluated the effectiveness of our disale controls and procedures as of December
31, 2003. Based on that evaluation, our chief etkezwfficer and chief financial officer have condkd that, as of such date, our disclosure
controls and procedures were effective at the restsle assurance level.

There have been no significant changes in ournaterontrol over financial reporting that occurdading the quarter ended December
31, 2003, that have materially affected, or aremeably likely to materially affect, our internardrol over financial reporting.

PART Il

Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

We incorporate the biographical information relgtto our Directors under the head“Item 1-Election of Director” in our Proxy
Statement relating to our 2004 Annual Meeting odrgholders (the “Proxy Statement”) by referencthis Report. See also the list of
executive officers following Item 4 of this RepdWe incorporate the information regarding complemgth Section 16 of the Securities
Exchange Act of 1934, as amended, contained ipdnagraph entitled “Section 16(a) Beneficial Owhgrd&keporting Compliance” under the
heading “Security Ownership of Directors and Off&€en our Proxy Statement by reference in this étep

The information with respect to our audit committeeluding the audit committee financial expestiricorporated by reference in this
Report to the information contained in the paragraptitled “What are the committees of the Boandtier the headingAdditional Informatior
Regarding the Board of Directors” in our Proxy 8taéent. We incorporate information regarding procesldor shareholders to nominate a
director for election, in the Proxy Statement urttherheadings “Miscellaneous-How can | nominatdrad@or for election to the Board at the
2005 Annual Meeting?” and “Additional Informatioregarding the Board of Directors-What is Olin’s i@ Nomination Process?” by
reference in this Report.

We have adopted a code of business conduct ara$ ddinidirectors, officers and employees, knowthasCode of Business Conduct.
Code is available in the Corporate Governanceaedt the Investor section of our website at wwin.abm.

ltem 11. EXECUTIVE COMPENSATION

The information in the Proxy Statement under thedivegs” Executive Compensati” (but excluding the Report of the Compensa
Committee on Executive Compensation and the Pedoce Graph), “Executive Agreements,” “Voluntary Bayment Separation Program
(VSP),” “Retirement Benefits” and “Additional Inforation Regarding the Board of Directors—How areDirectors compensated?” are
incorporated by reference in this Report.
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Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

We incorporate the information concerning holdin§sur common stock by certain beneficial ownenstamed under the heading
“Certain Beneficial Owners” in our Proxy Statemantl the information concerning beneficial ownersifipur common stock by our directors

and officers under the heading “Security Ownersiiipirectors and Officers” in our Proxy Statememgtrbference in this Report. See Item 5 of
this Report for the information required by Iteml2d) of Regulation S-K.

ltem 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Not applicable.

ltem 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

We incorporate the information concerning the aatiog fees and services of our independent audiki®$1G under the headir”Item
2—Proposal to Ratify Appointment of Independent Aard” in our Proxy Statement by reference in fReport.
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Item 15.

PART IV
EXHIBITS, CONSOLIDATED FINANCIAL STATEMENT SCHEDULE S, AND REPORTS ON FORM &K

(@ 1. Consolidated Financial Statement
Included in Item 8 above.

2. Consolidated Financial Statement Schedule

Schedules not included herein are omitted becdugseare inapplicable or not required or becausedeired information is give
in the consolidated financial statements and nibta®to.

Separate consolidated financial statements of 50B#se owned subsidiaries accounted for by thetgqguéthod are not summariz
herein and have been omitted because, in the aagrdfey would not constitute a significant suissid

3. Exhibits
Management contracts and compensatory plans aadgaments are listed as Exhibits 10(a) through)li¥low.

3 €)

(b)
4 (a

(b)

(©)

(d)
(e)

10 (a)
(b)
(©)
(d)
(e)
(f)

(9)
(h)

0
(k)

Olin’'s Restated Articles of Incorporation as amendegt#ffe May 8, 19¢—Exhibit 3(a) to Olir's Form 1i-Q for the quarte
ended June 30, 200z

By-laws of Olin as amended effective July 30, z—Exhibit 3(b) to Olirs Form 1-Q for the quarter ended June 30, 20(
Articles of Amendment designating Series A Parttipg Cumulative Preferred Stock, par value $1gbar—Exhibit 2 to
Olin’s Form +A dated February 21, 1996, covering Series A Fpgting Cumulative Preferred Stock Purchase Rigt
Rights Agreement dated as of February 27, 1996dmtvOlin and Chemical Mellon Shareholder Service®, Rights
Agent—Exhibit 1 to Olin’s Form 8-A dated February, 2996, covering Series A Participating Cumulaiveferred Stock
Purchase Rights.

Form of Senior Debt Indenture between Olin and dbahBank—Exhibit 4(a) to Form 8-K dated June 1892,
Supplemental Indenture dated as of March 18, 1@94den Olin and Chemical Bank—Exhibit 4(c) to Ragison Statement
No. 3:-52771 and Second Supplemental Indenture datetiscember 11, 2001 between Olin and JPMorgan Chask,
formerly known as Chemical Ba—Exhibit 4 to Form -K dated December 20, 2001

Credit Agreement dated as of January 3, 2002 arimgand the banks named the—Exhibit 4 to Olir's Form K dated
January 10, 2002.

9.125% Senior Note Due 2C—Exhibit 4(f) to Olir's Form 1-K for 2001.*

We are party to a number of other instruments defithe rights of holders of lo-term debt. No such instrume
authorizes an amount of securities in excess of @D#te total assets of Olin and its subsidiariesa@onsolidated basis. Olin
agrees to furnish a copy of each instrument taChiamission upon request.

1988 Stock Option Plan for Key Employees of Olirr@wation and Subsidiaries as amended through 3a80a200—
Exhibit 10(a) to Olirs Form 1K for 2002.*

Employee Deferral Plan as amended and restatedtigéfeas of January 30, 2C—Exhibit 10(b) to Olirs Form 1K for
2002.*

Olin Senior Executive Pension Plan amended aslpf2i) 2000—Exhibit 10(d) to Olin’s Form 10-Q fdre quarter ended
September 30, 2000

Olin Supplemental Contributing Employee OwnershgnRas amended through October 31, 2!

Olin Corporation Key Executive Life Insurance Prag—Exhibit 10(e) to Oli’'s Form 1i-K for 2002.*

Form of executive agreement between Olin and ceeeécutive officers dated November 1, Z—Exhibit 10(f) to Olir's
Form 1(-K for 2002.*

Olin 1991 Long Term Incentive Plan, as amendedudinaJanuary 30, 20—Exhibit 10(g) to Olirs Form 1-K for 2002.*
Amended and Restated 1997 Stock Plan for-Employee Directors as amended effective Januar B@t—Exhibit 10(h) tc
Olin’s Form 1i-K for 2002.*

Olin Senior Management Incentive Compensation Rlammended through December 9, —Exhibit A to Olir's 2000
Proxy Statement dated March 14, 20C

Description of Restricted Stock Unit Awards grantedier the Olin 1991 Long Term Incentive Plan—EithiB(bb) to Olins
Form 1(-K for 1995.*

Description of Restricted Stock Unit Awards grantedier the 2000 Long Term Incentive Plan—Exhibifmi)0to Olin’s
Form 1(-K for 2001.*
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(n)
(0)

(p)
(a)

(s)
(u)
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)
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(aq)
(bb)
(co)
(dd)

(ee)

(ff)

1996 Stock Option Plan for Key Employees of Olirr@wation and Subsidiaries as amended as of JaB80ag003—Exhibit
10(l) to Olir's Form 1K for 2002.*

Olin Supplementary and Deferral Benefit Pensiom Péstated as of February 8, 1999—Exhibit 10(€lin’s Form 10-Q for
the quarter ended March 31, 199

Olin Corporation 2000 Long Term Incentive Plan aseaded through January 30, 2—Exhibit 10(n) to Olir's Form 1-K for
2002.*

Olin Corporation 2003 Long Term Incentive F—Exhibit 10(0) to Olir's Form 1-K for 2002.*

2001 Performance Share Prog—Exhibit 10(w) to Olir's Form 1i-Q for quarter ended March 31, 200

Chase Industries Inc. 1994 Long-Term Incentive PAgramended as of May 14, 1997 and First Amendeféattive as of
November 19, 19¢—Exhibit 10.5 to Chase Industries Inc. Form 10-K¥898 and Exhibit 10.7 to Chase Industries Inento
10-K for 1999, respective—SEC file No. -13394.*

Chase Industries Inc. 1997 Non-Employee DirectoclsOption Plan, as amended May 26, 1998 and Airstndment
effective as of November 19, 1999—Exhibit 10.6 twa€e Industries Inc. Form 10-K for 1998 and ExHibii9 to Chase
Industries Inc. Form K for 1999, respective—SEC file No. -13394.*

D. W. Griffin Letter Agreement dated January 3103—Exhibit 10(t) to Olir's Form 1K for 2002.*

J. L. McIntosh Promissory Note dated October 2,32

Form of Voluntary Employment Separation Agreemertt Release with certain executive office

Letter Agreement with G. H. Pain dated January?294.

Distribution Agreement between Olin Corporation @&rdh Chemicals, Inc., dated as of February 1, — Exhibit 2.1 to
Olin’s Form K filed February 23, 1999.

Partnership Agreement between Olin Sunbelt, Ind.2897 Chloralkali Venture Inc. dated August 2396—Exhibit 99.1 ta
Olin’s Form -K dated December 3, 2001

Amendment to Partnership Agreement between Olirb&8lyninc. and 1997 Chloralkali Venture Inc. daiecember 23,
1997—Exhibit 99.2 to Olir's Form K dated December 3, 2001

Amendment to Partnership Agreement between Olirb8lininc. and 1997 Chloralkali Venture Inc. daletember 23,
1997—Exhibit 99.3 to Olir's Form K dated December 3, 2001

Amendment to Partnership Agreement between Olirb8lininc. and 1997 Chloralkali Venture Inc. dagatil 30, 199¢—
Exhibit 99.4 to Olirs Form K dated December 3, 2001

Amendment to Partnership Agreement between Olirb&8ltininc. and 1997 Chloralkali Venture Inc. dafediuary 1, 20(—
Exhibit 10(aa) to Oli’s Form 1+K for 2002.*

Note Purchase Agreement dated December 22, 19%ééetthe Sunbelt Chlor Alkali Partnership and thecRasers name
thereir—Exhibit 99.5 to Olirs Form K dated December 3, 2001

Guarantee Agreement dated December 22, 1997 be@legeand the Purchasers named therein—Exhibit 89@®lin’s Form
8-K dated December 3, 2001

Subordination Agreement dated December 22, 199%dazt Olin and the Subordinated Parties named ti—Exhibit 99.7 to
Olin’s Form -K dated December 3, 2001

Voting Agreement between Olin and Court Square @hpimited dated as of May 7, 2002 and Amendmexiéd November
2002—Exhibit 2.2 to Olin’'s Form 8-K dated May 9,0and Exhibit 99(b) to Olin’s Amendment No. 1 oA S-3
Registration Statement No. -101029 filed on December 20, 2002, respective

Computation of Per Share Earnings (included inNb&—"Earnings Per She” to Notes to Consolidated Financial Statem:
in Item 8.)

Computation of Ratio of Earnings to Fixed Chargesa(dited)

List of Subsidiaries

Consent of KPMG LLP

Section 302 Certification Statement of Chief ExaeuOfficer.

Section 302 Certification Statement of Chief Finah©fficer.

Section 906 Certification Statement of Chief ExamiOfficer and Chief Financial Office

Previously filed as indicated and incorporated imelog reference. Exhibits incorporated by refereaelocated in SEC file N
1-1070 unless otherwise indicate

Any of the foregoing exhibits are available frone ompany by writing to: Mr. Richard E. Koch, ViEeesident, Investor Relations and
Public Affairs, Olin Corporation, 501 Merritt 7,®.. Box 4500, Norwalk, CT 06856-4500.

(b) Reports on Form &K
Form &K furnished under Item 9 on October 31, 2003 furimg third quarter earnings press relei

Form 8-K furnished under Item 9 on November 11,2@hnouncing a presentation at investor meetipgasored by Buckingham
Research on November 18, 2003.

Form 8-K furnished under Item 9 on November 18,2 @boviding a copy of the slides presented anaastor meeting sponsored by
Buckingham Research on November 18, 2003.

70



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

Date: March 9, 2004

O LIN C ORPORATION

By /sl JosepHD. RupP

Joseph D. Rupp
President and
Chief Executive Office

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belpthe following persons on behalf
of the registrant and in the capacities and ord#ite indicated.

Signature Title Date
/sl JosepHD. Rupp President and Chief Executive Officer ¢ March 9, 200

Director (Principal Executive Officer)
Joseph D. Rupp

/s/ DoNALD W. GRIFFIN Director March 9, 2004

Donald W. Griffin

/sl JaMmES G. HASCALL Director March 9, 2004

James G. Hascall

/sl WiLLiam W. HIGGINS Director March 9, 200¢

William W. Higgins

/s/ RANDALL W. L ARRIMORE Director and Chairman of the Boe March 9, 200«

Randall W. Larrimore

/sl G. JACKSONR ATCLIFFE, JR. Director March 9, 2004

G. Jackson Ratcliffe, Jr.

/'s/  RICHARD M. R OMPALA Director March 9, 2004

Richard M. Rompala

/sl PHILIP J. SCHULZ Director March 9, 2004
Philip J. Schulz
/sl ANTHONY W. R UGGIERO Executive Vice President and Chief Finan March 9, 200«
Officer and Director (Principal Financial
Anthony W. Ruggiero Ofﬁcer)
/sl MARY E. GALLAGHER Vice President and Controller (Princig March 9, 200«

Accounting Officer)
Mary E. Gallagher
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Exhibit 10(d

SUPPLEMENTAL CONTRIBUTING EMPLOYEE OWNERSHIP PLAN
As amended and restated effective October 31, 2003

Olin Corporation (“Olin”) hereby restates the Swgpental Contributing Employee Ownership Plan (B’ or “SCEOP”), generally
effective October 31, 2003. The Plan was origineffgctive as of January 1, 1990, and was amerndad time to time prior to its restatement
herein. The Plan is intended to be an unfundedqualified deferred compensation plan for certaimagement and highly compensated
employees, as described in Section 201(2) and ¥3) @ the Employee Retirement Income Security BRERISA").

Prior to March 1, 2001, the Olin Corporation Cdmtiting Employee Ownership Plan (“CEOP”) was a mpldtemployer plan and Arch
Chemicals, Inc. (“Arch”) was a participating empéoyn the CEOP. Effective as of March 1, 2001, Andthdrew as a participating employer
from the CEOP and, effective as of the same ddtmpted its own defined contribution plan knowntees Arch Chemicals, Inc. Contributing
Employee Ownership Plan (the “Arch CEOP”) to whictransferred all account balances attributablanch participants in the Olin CEOP.

The purpose of this Plan is to permit certain ekigelemployees of Olin whose contributions to tHeGP are limited under Sections 401
(a)(17) of the Internal Revenue Code of 1986 aedd¢gulations promulgated thereunder (the “Codeit) certain supplemental benefits to
make up for such Code-imposed limitations.

ARTICLE |
DEFINITIONS AND GENERAL PROVISIONS

1.1 Except as otherwise provided herein, the tefefimed in the CEOP are used herein with the nmggnascribed to them in the CEOP.
In addition, when used herein, the following deforis shall apply:

(@) “Arch Phantom Units” means phantom share®®GQEOP’s Arch Common Stock Fund credited undeSGEOP.

(b) “CEOP Percentage” means, with respect to aCHZ Barticipant, the annual percentage by which Bagticipant reduces his
Maximum Eligible Compensation on either a beforedaafter-tax basis in calculating contributionade to the CEOP (whether as a
result of elective, or automatic, enrollment); ga®d, however, that if a Participant’s CEOP peragatexceeds six percent (6%), the
Participant may elect, for purposes of this Pladinbit the CEOP percentage used under this Plaixtpercent (6%).

(c) “Compan” or “Olin” means Olin Corporation and its affiliated compar



(d) “Compensation” has the same meaning as uhée€CEOP, except that it is not subject to the marindollar limitation on
compensation taken into account for purposes o€8OP under Section 401(a)(17) of the Code.

(e) “Distribution Date” has the same meaning as$ #pecified in the Distribution Agreement by amtvizeen Olin Corporation and
Arch Chemicals, Inc.

(f) “Dividend Equivalents” means (i) with respgotthe Olin Phantom Units held in a SCEOP Accodrat SCEOP Participant, the
dollar amount of regular or special dividends altyuaaid in cash from time to time on the actuamier of shares of Olin Common St
reflected in such Olin Phantom Units; and (ii) wilspect to the Arch Phantom Units held in a SCBO&bunt of an Olin Participant, tl
dollar amount of regular or special dividends altyuaaid in cash from time to time on the actuamter of shares of Arch Common
Stock reflected in such Arch Phantom Units.

(9) “Excess Company Matching Contribution” meamih respect to a SCEOP Participant for a Plan Yaaamount derived by
multiplying (i) the percentage used in calculatthg Company Matching Contribution (currently, 100¢the first $25 per month, and
50% of the Participant’s Contribution in exces$25 per month) under the CEOP, as such percentegges from time to time, by (ii)
the annual SCEOP Participant Contribution for fatticipant; provided that, if the Participant's @E Percentage exceeds six percent
(6%), the SCEOP Participant Contribution will bécadated using six percent (6%) for the CEOP Peemmwhen calculating the Excess
Company Matching Contribution. Notwithstanding fbeegoing, in the event that a Participant is éligifor both a Company Matching
Contribution and an Excess Company Contributioa given month, only the first $25 contributed itatdo both plans will be matched
the rate of 100%.

(h) “Excess Performance Contribution” means, witbpect to a SCEOP Participant for a Plan Yearatheunt derived by
multiplying (i) the percentage used in calculatihg Performance Matching Contribution under thenfdea contained in the CEOP that is
applicable to a SCEOP Participant for that yeaanif, by (ii) the SCEOP Participant Contributiortludit Participant for such year;
provided that, if such Participant’'s CEOP Perceataxceeds six percent (6%), the SCEOP Participantribution will be calculated
using six percent (6%) for the CEOP Percentage wh&ulating the Excess Performance Contribution.

(i) “Interest Bearing Fundineans a phantom fund that pays interest at adatermined quarterly as of the end of the quadettfe
following quarter, equal to (i) the Company’s befdax cost of borrowing as determined from timértee by the Chief Financial Officer,
Controller or Treasurer (or in the event theredsach borrowing, the Federal Reserve A1/P1 Cortgpogie for 90-day commercial
paper plus 10 basis points as determined by sdideQfor (ii) such other rate as the Board or Cemgation Committee of the Board, or
any delegate thereof, may select prospectively fiiom to time.
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() “Maximum Eligible Compensation” means the aahmaximum amount of Compensation under SectiorfgdQll7) of the Code
from which a Participant is permitted to make Citmittions to the CEOP, as such maximum amount isséeljl from time to time under
the Code.

(k) “Olin Phantom Units” means phantom shareshef CEOP’s Olin Common Stock Fund credited undeSIGEOP.
() “Plan Year” means a twelve-month period endimgDecember 31.

(m) “Primex Phantom Units” means phantom unitthef CEOP$ Primex Stock Fund credited under the SCEOP, soith deeme
to consist of both Primex Stock and cash.

(n) “SCEOP Participant” or “Olin Participant” meaan Olin employee whose contributions to the CE@&Fimited as a result of
the imposition of the limitations set forth in Sect401(a)(17) of the Code and who has filed antile to participate in the SCEOP with
the Plan Administrator.

(o) “SCEOP Account” for a SCEOP Participant meidwesAccount established under the SCEOP for sudiicant holding Arch
Phantom Units, Olin Phantom Units, phantom investimién the Interest Bearing Fund, and/or any opfremtom securities or units
created herein.

(p) “SCEOP Participant Contribution” with respézia SCEOP Participant shall mean the annual antmuwhich the SCEOP
Participant has elected to reduce his Compensatider this Plan, such amount being equal to the ZE&rcentage multiplied by the
difference between (i) such Participant’s Compeasaind (ii) his Maximum Eligible Compensation.

ARTICLE Il
ELIGIBILITY AND PARTICIPATION
2.1 Any employee of the Company who:
(a) is a management employee;
(b) is a “highly compensated employee” within theaning of Code Section 414(q);
(c) is participating in the CEOP; and

(d) whose Compensation or rate of pay is in exoé#ise limitation contained in Section 401(a)(d¥the Code shall be eligible to
participate in this Plan (an “Eligible Employee”).



2.2 Each Eligible Employee wishing to participetehis Plan must execute and file a salary redactigreement in a form acceptable to
the Plan Administrator. Initially, such agreememteéduce Compensation shall be filed within th{89) days following such individual
becoming an Eligible Employee. An Eligible Employes filing such an agreement within the thirty 8@y period referred to in the precec
sentence must thereafter file such agreement tecee@ompensation by December 1 of the calendarpréarto the beginning of the Plan Ye
for which it will be effective and prior to the emldar year in which such Compensation would othenlse earned. Once filed, agreements to
reduce Compensation shall remain in effect for sgbent Plan Years unless revoked by the Participamtiting in a form acceptable to the
Plan Administrator.

2.3 Any election to reduce salary shall be irralme for the Plan Year to which it relates, prodideowever, that during a Plan Year, a
Participant may elect to cease all salary redustfonthe remainder of the Plan Year, in which casesubsequent election shall be effective
until the beginning of the next Plan Year.

2.4 No salary reduction election shall be giveieafunder this Plan until the Participant has maafgributions to the CEOP (i) based on
the maximum amount of eligible compensation peeditty the CEOP and by applicable law for the Plaar¥o which such salary reduction
election relates or (ii) equal to the maximum pxetantributions permitted under Section 401(k)hef Code, whichever is the first threshold to
be met.

ARTICLE Il
CONTRIBUTIONS AND ACCOUNTS

3.1 Each SCEOP Participant who so elects for a Wé&ar shall defer SCEOP Participant Contributions pre-tax basis. For each
SCEOP Participant, a SCEOP Account will be esthbtis The Account will contain sub-accounts for elyge of contribution credited to the
SCEOP Account and for each type of Phantom Unditzd to his Account. For each Plan Year duringalta person is a SCEOP Participant
and making deferrals, the Company (or other Pagtaig Employer) will credit to the SCEOP Accouheach SCEOP Participant Olin
Phantom Units and/or phantom investments in therésst Bearing Fund, in accordance with the Pagidip investment allocation, equal in
value to the sum of (1) the SCEOP Participant’st@oution, plus (2) the Excess Company Matching t@bation, plus (3) the Excess
Performance Contribution, if any. Such creditinglsbccur periodically in accordance with the tigiof contributions to the CEOP, in the c
of the SCEOP Participant Contributions and Excesmiany Matching Contributions, and as soon as adtratively feasible following the
making of a Performance Matching Contribution unther CEOP, in the case of an Excess Performanctiation.

Participants'SCEOP Account Balances may be transferred dailyowitlimit to the Interest Bearing Fund and/or @len Common Stocl
Fund.

Matching contributions by the Company, if any, $balinvested according to the Participant’s inmesit allocation that is in effect for
the SCEOP Participant Contributions.



3.2 Effective December 31, 1996, Olin spun offifrx Technologies, Inc. (“Primex”). As a result bétspin-off of Primex, Participants’
SCEOP Account Balances deemed invested in OlintBhrabnits were credited with a dividend deemed ated in Primex Phantom Units.
Primex was acquired by General Dynamics Corporagftective January 25, 2001. As a result of thiguégition, the value of Participants’
SCEOP Account Balances deemed invested in PrimartBim Units were deemed liquidated at the per gharehase price and the proceeds
were deemed reinvested in Olin Phantom Units.

3.3 A Participant’s SCEOP Account will also bedited with Dividend Equivalents from time to timghen such dividends are paid (i)
on the actual number of shares of Olin Common Stefikcted in the Olin Phantom Units held in suattéunt, and (ii) on the actual number
of shares of Arch Common Stock reflected in thehArhiantom Units held in such Account. Such Dividendivalents will be reinvested
according to the Participant’s investment alloaatioat is then in effect for the SCEOP Particigaohtributions.

3.4 For purposes of calculating the number of ®lantom Units to be credited to an Olin ParticiizEaBCEOP Account as a result of
crediting Dividend Equivalents or contributionse tBCEOP shall use the Current Market Value foriaglunits in the Olin Common Stock
Fund as defined under the CEOP. Phantom Unitseiliredited in fractional amounts up to three datjptaces. For purposes of valuing Arch
Phantom Units under this Plan, the SCEOP shalthes€urrent Market Value for valuing shares in A@bmmon Stock Fund as defined in the
CEOP.

3.5 SCEOP Participants may either retain theihAbantom Units or may have their entire Arch PtiantJnit Account Balance(s)
deemed transferred at the then Current Market Vahdereinvested in Olin Phantom Units at the tharr&ht Market Value, the Interest
Bearing Fund, or any combination thereof (in whiddar amounts). Once Arch Phantom Units are deemnaedferred and reinvested, a
Participant may not re-direct investment back iitoh Phantom Units. No new investment, whethehaform of Company or Participant
contributions or Dividend Equivalents, shall bempited in Arch Phantom Units.

3.6 A Participant shall at all times be fully vedtin his SCEOP Participant Contribution AccounkaBae, and shall vest in his Excess
Company Matching and Excess Performance Contribtitcount Balances in accordance with the vestiingdule contained in the CEOP.
Each Participant shall be deemed vested in his FTAEount Balance to the same extent that he imbgtvested in his CEOP Account
Balance. A Participant shall be fully vested in BBEOP Account Balance upon his death, upon hsitation of service from the Company
and all affiliates after reaching a retirement datder the CEOP, or upon his termination of serdige to his Permanent Disability as defined
in the CEOP.

3.7 In the event that the Compensation CommittébeoBoard (“the Committee”) determines that aisdind or other distribution,
recapitalization, stock split, reverse stock spéigrganization, merger, consolidation, split-ygnsoff, combination, repurchase or exchange of
Arch Common Stock, Olin Common Stock, or any oemurities of Arch or Olin, issuance of warrant®tirer rights to purchase Arch
Common Stock, Olin Common Stock, or other secwrititthese companies, or other similar corporatestction or event occurs that affects
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Arch or Olin Common Stock such that the Committetetmines an adjustment in Phantom Units undePliie is appropriate in order to
prevent dilution or enlargement of the benefitemued to be made available under this Plan, the@tmmittee shall, in such manner as it
deems equitable, adjust Participants’ SCEOP Acsoumthe case of a spin-off, split-up, issuancaroéxtraordinary stock dividend, or similar
transaction, such adjustment, in the Committeessrétion, may result in creation of phantom sharesseparate phantom stock fund and
reinvestment of such phantom shares in Olin Phatdaits or such other reinvestment as otherwiserdéted by the Committee. In the case
of a merger for cash with respect to Arch Commarcistthe cash received as a result of such mehgdirise deemed reinvested according to
the Participant’s investment allocation that istihe effect for the SCEOP Participant ContributioNstwithstanding the foregoing, a
Participant to whom Dividend Equivalents have bakiwcated shall not be entitled to receive a noshcpecial or extraordinary dividend or
distribution unless the Committee expressly augesrisuch receipt.

3.8 Transfers between Arch and Oliit is contemplated that Plan Participants magdfar their employment after the Distribution Date
and on or before February 8, 2000, from Arch t;m@ind viceversaand commence, or resume, participation in the SC&QRe new
employer.

(&) Transfer to Arch From OlinlIn the event that a Plan Participant transferpleyment to Arch after the Distribution Date andan
prior to February 8, 2000, benefit accrual undey Bian shall cease and Olin shall remain liablepByment of any benefits accrued under this
Plan to the date of transfer. No reserves shaildresferred with respect to such Participant. Nzasation from service shall be deemed to o
under this Plan permitting a distribution undestRlan and benefits hereunder shall not commendetha Participant has terminated his
employment with Arch (or any successor thereto) lzelotherwise qualified for benefits hereundein &hall continue to recognize a
Participant’s service with Arch and its affiliatesbsequent to his transfer to Arch solely for pagsoof determining the Participant’s vesting
under this Plan.

(b) Transfer from Arch to Olin.In the event that an Arch employee transfers eympént to Olin from Arch after the Distribution [2at
and on or prior to February 8, 2000, benefit adannder the Arch SCEOP shall cease and Arch sealhin liable for payment of any benefits
accrued under that Plan to the emplogetzte of transfer to Olin. No reserves shall Bedferred from Arch or the Arch SCEOP with respe
such Arch employee. Any benefits accrued undeAtich SCEOP shall not commence until the former Agofiployee terminates service with
Olin and its affiliates and has otherwise qualifiedbenefits under the Arch SCEOP. Following stralnsfer, Arch shall continue to credit sl
employee’s service with Olin and its affiliates safuent to his transfer to Olin solely for purposiedetermining his vesting under the Arch
SCEOP. References to the Arch SCEOP are descrimtilye and neither Olin nor this Plan guarantieg payments under the Arch SCEOP.
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ARTICLE IV
DISTRIBUTIONS

4.1 No amounts credited to a Participant’s SCE@BoAnt under this Plan may be withdrawn or distéduprior to the Participant’s
termination of employment with the Company andaéfiliates thereof, including, but not limited toyaother corporation in the same contro
group with Olin (within the meaning of Section 44 ((c) and (m) of the Code). Amounts credited Reaticipant’s Account under this Plan
may not be loaned to such Participant. A Partidiiga8CEOP Account will be distributed in the formogdel under Section 4.2 upon the earl
to occur of the Participant’s death, terminatiorsefvice due to Permanent Disability, retiremerteamination of active service from the
Company and all affiliates. In the event that am@mployee is employed by Arch on or prior to Rebyy 8, 2000, and participates in the Arch
SCEOP, no separation from service shall be deemeddur permitting a distribution of benefits frahis Plan until such Participant has
terminated his employment with Arch (or any sucoe$isereto). Notwithstanding anything to the cornyria this Section 4.1 or Section 4.2, if a
Participant transfers employment from Arch (or angcessor thereto) or Primex (or its successorefaeébynamics Corporation) back to the
Company, such Participant will not be eligible @listribution until such Participant has terminabéslemployment with the Company and its
affiliates.

4.2 Each Participant whose employment transfeérgd the Company to Primex, in connection with sipin-off of Primex, shall be full
vested in his SCEOP Account Balance. Such Balamak continue to be credited with Dividend Equivakeuntil it is distributed; however, no
such Balance may be distributed until such Paditiperminates active service with Primex or, al@muary 25, 2001, General Dynamics
Corporation and its subsidiaries.

4.3 Upon becoming a SCEOP Participant, such SCE#&rcipant shall elect to receive the value of S EOP Account Balance either
(i) in a lump sum, or (ii) in annual installments & period not to exceed fifteen (15) years, contimg on the earliest to occur of the
Participant’s death, retirement, termination of/&= due to Permanent Disability or terminatioraofive employment from Olin and its
affiliated companies. A SCEOP Participant may cleasigch election upon written notice to the Plan Aidstrator, provided no such change
shall be given effect if the SCEOP Participant loees eligible for a distribution from this Plan withtwelve (12) months of such change.

4.4 Installment payments shall commence to be agigbon as administratively feasible and geneedilgctive as of the first day of the
month following a Participant’s termination of atiservice. The Company may delay the paymentybanefit owed hereunder in order to
complete the orderly processing of such benefit.

4.5 Distributions to a SCEOP Participant of hisE8IP Account Balance shall be made only in the fofimash. Except as provided in
Section 7.3, upon distribution, the value of OllmaRtom Units shall be equal to the average of iy dlosing prices of the Olin common
stock on the New York Stock Exchange for the mgamtiteding the distribution. Except as providedeat®n 7.3, upon distribution, the value
of Arch Phantom Units shall be equal to the



average of the daily closing prices of the Arch cmon stock on the New York Stock Exchange for thetih@receding the distribution.

4.6 Any benefit payable under this Plan on accofitite death of a Participant shall be paid toRBheticipant’s beneficiary as designated
or determined under the terms of the CEOP; howevBgrticipant may, by filing with the Plan Admitnégor prior to death on a form supplied
by the Plan Administrator, designate a differedividual or entity to be the designated Beneficiafpuch Participant for purposes of this P
in which case the subsequent designation will gk any designation of a beneficiary under the ZEO

ARTICLE V
LIABILITY FOR PAYMENT

5.1 The Company (and each other Participating Bygp) shall pay the benefits provided hereundehn waspect to SCEOP Participants
who are employed or were formerly employed by ftiyitheir participation in the Plan. In the ca$@ &CEOP Participant who was employed
by more than one Participating Employer, the Berilfin Review Committee shall allocate the costuzh benefits among such Participating
Employers in such manner as it deems equitable obligations of the Participating Employer hereurstgall not be funded in any manner.
The rights of any person to receive benefits utlisrPlan are limited to those of a general credifahe Participating Employer liable for su
benefits hereunder.

ARTICLE VI
ADMINISTRATION OF THE PLAN

6.1 The Benefit Plan Review Committee shall bertimed Plan Administrator of this Plan. The Plamiadstrator shall administer the
Plan for the exclusive benefit of the Participgiaiisd their Beneficiaries), in accordance with #renis of the Plan. The Plan Administrator shall
have the absolute discretion and power to deteradirguestions arising in connection with the adstmation, interpretation and application of
the Plan. Any such determination by the Plan Adstiator shall be conclusive and binding upon alkpes. The Plan Administrator may
correct any defect or reconcile any inconsistencstich manner and to such extent as shall be deeetedsary or advisable to carry out the
purposes of the Plan; provided, however, that sutehpretation or construction shall be done iroa-discriminatory manner and shall be
consistent with the intent of the Plan, the Codé BRISA. Benefits will be paid only if the Plan Adistrator, in its sole discretion, determir
that the Participants or Beneficiaries are entittethem.

The Plan Administrator shall:
(a) determine all questions relating to eligiilitf Employees to participate or continue partitipain the Plan;
(b) maintain all necessary records for the adrtrati®n of the Plan;
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(c) interpret the provisions of the Plan and maiké publish such rules for regulation of the Plaiat@ consistent with the terms
hereof;

(d) assist any Participant regarding his rightedits or elections available under the Plan;
(e) communicate to Employees, Participants anid Beneficiaries concerning the provisions of thar? and
(H prescribe such rules and forms as it shalhdeecessary or proper for the administration ofRtzen.

The Plan Administrator shall keep a record of efians taken and shall keep such other books aftattcrecords and other information
that may be necessary for proper administratiagih@®Plan. The Plan Administrator shall file andritisite all reports that may be required by
the Internal Revenue Service, Department of Labatlwers, as required by law. The Plan Administratay appoint accountants, actuaries,
counsel, advisors and other persons that it deewessary or desirable in connection with the adstration of the Plan.

The Plan Administrator has the authority to delegaty of its powers under this Plan to any othesge persons, or committee in the
administration of this Plan. This person, persengommittee may further delegate its reserved pgweanother person, persons, or commn
as they see fit. Any delegation or subsequent délayshall include the same sole, discretionamg, final authority that the Plan Administra
has listed herein, and any decisions, actionqjterpretations made by any delegate shall haveahee ultimate binding effect as if made by
the Plan Administrator.

6.2 Except as otherwise provided herein, all miovis set forth in the CEOP with respect to theiathtnation of that plan shall also be
applicable with respect to this Plan. For purpasfakis Plan, the Company shall be entitled to mgclusively upon all tables, valuations,
certificates, opinions and reports furnished by actyiary, accountant, controller, counsel or ofggson employed or engaged by the Comj
or by Olin Corporation with respect to the CEOP.

ARTICLE VII
AMENDMENT, TERMINATION AND CHANGE OF CONTROL

7.1 The Company reserves the right to amend oritate this Plan at any time, by action of the Canmys Board of Directors, the
Compensation Committee of the Board, or such atbemittee from time to time designated by the Bparal without the consent of any
employee or other person.

7.2 Notwithstanding Section 7.1 above, no amendmetermination of the Plan shall directly or iretitly reduce the balance to the
credit of any Participant hereunder as of the éffedate of such amendment or termination. Upomiteation of the Plan, no additional
amounts shall be credited under the terms of the.Notwithstanding the termination of this Plamgaints credited hereunder shall not be
distributed to Participants except as provided iticke 1V, above.



7.3 Upon a Change of Control (as defined belomg,Rlan shall terminate and the Account Balana®SEEOP Participant shall be paid
in cash to such Participant as promptly as pragfécdut in no event later than 30 days followihg €hange in Control. The spin-off of Arch
from Olin Corporation shall not be deemed to béange of control entitling any Participant hergirbenefits under this Plan. For purposes of
the Plan, a “Change in Control” of the Company lshaVve occurred in the event that:

(i) the Company ceases to be, directly or indiyectwned of record by at least 1,000 stockholders;

(i) a person, partnership, joint venture, corpioraor other entity, or two or more of any of tieeegoing acting as “person” within
the meaning of Section 13(d)(3) of the Securitigslange Act of 1934, as amended (the “Act”), othan the Company, a
majority-owned subsidiary of the Company or an emeé benefit plan of the Company or such subsidiarguch plan’s related
trust), become(s) the “beneficial owner” (as ddfime Rule 13d3 of the Act) of 20% or more of the then outstagdioting stock o
the Company; or

(i) during any period of two consecutive yedrgjividuals who at the beginning of such periodstdate the Company’s Board of
Directors (together with any new Director whosecttm by the Company’s Board or whose nominatiarefection by the
Company'’s stockholders was approved by a vote lefest twothirds of the Directors of the Company then stilbifice, who eithe
were Directors at the beginning of such period bose election or nomination for election was presip so approved) cease for
any reason to constitute a majority of the Direstbien in office; or

(iv) all or substantially all of the business b&tCompany is disposed of pursuant to a mergesatidation or other transaction in
which the Company is not the surviving corporatiorihe Company combines with another company atttkisurviving
corporation (unless the shareholders of the Compamediately following such merger, consolidationmbination, or other
transaction beneficially own, directly or indirggtmore than 50% of the aggregate voting stockileeroownership interests of (x)
the entities, if any, that succeed to the businéfise Company or (y) the combined company); or

(v) the shareholders of the Company approve acsal# or substantially all of the assets of then@pany or a liquidation or
dissolution of the Company.
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For purposes of computing the payout under thigi@e.3, the cash value of the SCEOP Account@édicipant shall be determined
by:

() multiplying the actual number of shares ofrOGommon Stock reflected in a Participant’s OlimRiom Units by the greater of
(a) the highest Current Market Value of the Comr8tock (as defined in the CEOP Plan) on any dateinvihe period
commencing thirty (30) days prior to such Chang€amtrol and ending on the date of the Change imti© or (b) if the Change
Control occurs as a result of a tender or exchaiffge or consummation of a corporate transactibentthe highest price paid per
share of Common Stock pursuant thereto;

(i) adding any cash portion attributable to atiegrant’s Olin Phantom Units held in his SCEOP Agnt; then

(i) adding the then Current Market Value of tipatrtion of a Participant's SCEOP Account whicldéemed invested in Arch
Phantom Units (and any other phantom units or stoc#l established in the SCEOP); then

(iv) adding the then current value of that portadra Participans SCEOP Account which is deemed invested in therdst Bearin
Fund, with interest added through the day priqvagment.

ARTICLE VIII
GENERAL PROVISIONS

8.1 The Plan at all times shall be entirely unfeshdnd no provision shall at any time be made reifipect to segregating any assets of
the Company for payment of any distribution hererndhe right of a Participant or his designateddSieiary to receive a distribution
hereunder shall be an unsecured claim againstathergl assets of the Company, and neither thecRamit nor a designated Beneficiary shall
have any rights in or against any specific assietissoCompany. All amounts credited to the SCEORoAats of Participants shall constitute
general assets of the Company and may be dispds$sdioe Company at such time and for such purpasésmay deem appropriate.

8.2 Nothing contained in the Plan shall constituguaranty by the Company or any other persomtity¢hat the assets of the Company
will be sufficient to pay any benefit hereunder.

8.3 No Participant shall have any right to receiwdistribution of contributions made under thenRdacept in accordance with the terms
of the Plan. Establishment of the Plan shall notdiestrued to give any Participant the right tadtained in the service of the Company.

8.4 No interest of any person or entity in, ohtitp receive a distribution under, the Plan shalsubject in any manner to sale, transfer,
assignment, pledge, attachment, garnishment or atlemation or encumbrance of any kind; nor mashsaterest or right to receive a
distribution be taken, either voluntarily or invaharily for the satisfaction of the debts of, oh@t obligations or claims against, such person or
entity, including claims for alimony, support, segt@ maintenance and claims in bankruptcy procesdin
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8.5 The Plan shall be construed and administendénthe laws of the Commonwealth of Virginia, e extent not preempted by federal
law.

8.6 If any person entitled to a distribution unttex Plan is deemed by the Company to be incaprdlgersonally receiving and giving a
valid receipt for such payment, then, unless artd claim therefor shall have been made by a dplyainted guardian or other legal
representative of such person, the Company mayigeder such payment or any part thereof to be ntagmy other person or institution then
contributing toward or providing for the care andimenance of such person. Any such payment seallfm|myment for the account of such
person and a complete discharge of any liabilitthefCompany and the Plan therefor.

8.7 The Plan shall not be automatically termindtgé transfer or sale of all or substantiallyadlthe assets of the Company or by the
merger or consolidation of the Company into or veitty other corporation or other entity, but thenPdhall be continued after such sale, me
or consolidation only if and to the extent that ttemsferee, purchaser or successor entity agnemmtinue the Plan. In the event that the PI
not continued by the transferee, purchaser or ssocentity, then the Plan shall terminate, sulifetite provisions of Section 7.2.

8.8 Each Participant shall keep the Company inéatof his current address and the current addfdss designated Beneficiary. The
Company shall not be obligated to search for theredbouts of any person. If the location of a Bigdint is not made known to the Company
within three (3) years after the date on which pagtof any or all of the Participant’s Accounts nfiagt be made, payment may be made as
though the Participant had died at the end oftineetyear period. If, within one additional yeaeakuch three-year period has elapsed, or,
within three years after the actual death of aiflpant, the Company is unable to locate any degaghBeneficiary of the Participant, then the
Company shall have no further obligation to pay begefit hereunder to such Participant or desighBeneficiary and such benefit shall be
irrevocably forfeited.

8.9 This Plan shall constitute the entire agregrmetween the Company and its executives concethmgrovision of supplemental
CEOP benefits.

8.10 Notwithstanding any of the preceding provisiof the Plan, neither the Company nor any indigicicting as employee or agent of
the Company shall be liable to any Participantyier Participant or other person for any claim, |disility or expense incurred in connection
with the Plan.
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IN WITNESS WHEREOF, Olin Corporation has caused thistated Plan to be executed by its duly autbdrifficer as of March 1,
2004.

OLIN CORPORATION

By: /s/ Peter C. Kosch

Peter C. Kosch
Its Sr. Vice President, Corporate Affa
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Exhibit 10(t
PROMISSORY NOTE

$60,000.0( Norwalk, Connectict
October 2, 2003

WHEREAS, Olin Corporation (“Olin”) provided a forman commitment in a letter dated April 11, 2q0Qommitment Letter”)
wherein Olin committed to lend John L. Mcintosh ¢Mtosh”), Vice President and President, Chlor AllRaoducts Division, up to $60,000,
with said commitment valid for a period of eighteaaonths from the date of the letter;

WHEREAS, Olin provided a letter dated April 12, 200 Mcintosh (“Related Commitment Letter”), confing Olin’'s commitment to
lend MclIntosh up to $60,000 and detailing the teamd conditions of the loan;

WHEREAS, such loan commitment was in connectiomwitpenses to be incurred by Mcintosh as a refbisaelocation requested by
Olin;

WHEREAS, the Commitment Letter and Related Comnmitnhetter were filed as Exhibit 10(u) to Olin’s Amal Report on Form 10-K
for fiscal year ended December 31, 2002 which wed fvith the SEC on March 6, 2003; and

WHEREAS, Olin remains contractually committed taidVicIntosh up to $60,000 in connection with andtensame terms and
conditions as set forth in the Related Commitmegitdr.

FOR VALUE RECEIVED, the undersigned, John L. Mcktidthe “Borrower”), hereby unconditionally pronsse pay to the order of
Olin Corporation, a Virginia corporation (the “Lesrd), at its office located at 501 Merritt 7, P.Box 4500, Norwalk, Connecticut 0683&00
attention Funds Management, in lawful money ofliilnéted States of America, on the Repayment Datel¢fised below) (except as earlier
provided below) the principal amount equal to SIXTMOUSAND DOLLARS (U.S. $60,000.00). Except as pdad below, no interest shall
accrue on the outstanding principal amount herEwoé. Borrower further promises to pay interest omaled in like money and funds at such
office on any overdue principal hereof, and togktent permitted by law, any overdue interestfii@uating rate per annum equal to the sum
of the Borrowing Rate (as defined below) plus thpescent (3%) from the due date of such principédgther at maturity or otherwise) or
interest, as the case may be, until payment irhiedéof (after, as well as before, judgment). Ntitgtanding the foregoing, in no event shall the
rate of interest on this Note exceed the maximum parmitted by applicable law. Interest shall beputed on the basis of a 360-day year for
actual days elapsed. Principal on this Note shaalidpaid in installments beginning October 1, 280d each anniversary thereof until this Note
is paid in full. The



installment amount that shall be due and payableamh such October 1 shall be the greater off{y) fiercent (50%) of the Borrower’s annual
cash bonus received before taxes from Lender (aefatdany deferral at Borrower’s request) for tisedl year prior to such October 1, if any,
and (ii) Twelve Thousand Dollars ($12,000.00); pded that the installment amount shall never beentioan the principal amount outstanding
on such October 1. “Borrowing Rate” shall meanBlase Rate announced by Citibank, N.A., New York, [f®¥m time to time, or, in the
absence of such Base Rate, such market rate absludtermined from time to time by the Chief Ficial Officer or Treasurer of the Lender.
“Repayment Date” shall mean the earliest of (1)aDet 1, 2008 or (2) the date on which Borrower esdsr any reason (whether as a result of
death, resignation, termination with or without sauretirement or otherwise) to be on the actiweqibof the Lender.

The Lender is authorized to record the date anduainaf each payment or prepayment of principal unlie Note on the schedule
annexed hereto and made a part hereof, or on auoation thereof which shall be attached heretorande a part hereof, and any such noti
shall constitute prima facikevidence of the accuracy of the information so r@ed; providechowever, that failure by the Lender to make any
such notation shall not affect the obligationshaf Borrower hereunder.

If any payment on this Note becomes due and payabgeday other than a Business Day (as definenhbethe due date thereof shall be
extended to the next succeeding Business Day atidrespect to payments of principal, interest¢loershall be payable at the then applicable
rate during such extension. “Business Day” shathma day on which the banks are open for the tctioseof business in New York, New
York.

The outstanding principal amount of this Note maypbepaid in whole or in part on any Business Déyrpio the Repayment Date by
Borrower without prepayment penalty upon one (13iBess Day’s notice to Lender.

The Borrower agrees that if the Lender so elebts] £nder may withhold and offset from any salapnus, severance payment or bet
or incentive award (including any Management Insen€ompensation Plan award) due and payable tooBer any principal amount and/or
interest due and payable on this Note. Nothindnism Wote shall be construed as entitling Borroweaity bonus award or other compensatic
continued employment with Lender.

All payments made by Borrower hereunder shall bdemaithout setoff, counterclaim, withholding or detion of any kind whatsoever.

In case of (i) failure to pay when due any amowmtgng under this Note or (ii) insolvency of the Bawer, the appointment of a receiver
or the attachment of any part of his property,ittability of Borrower to pay his debts as they félle, a general assignment for the benefit of
creditors or commencement of any proceedings uawagbankruptcy or insolvency law by or againstBloerower, then, (a) upon the
occurrence of the event of default specified ius(i) of this paragraph and following writteninetby the Lender to
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the Borrower, this Note and accrued interest heriéamy, shall forthwith become due and payabligheut presentment, demand, protest or
further notice and (b) upon the occurrence of dth® foregoing events specified in clause (iittaé paragraph, this Note and accrued interest,
if any, hereon shall automatically become and beahd payable, without presentment, demand, protexitice of any kind. The Borrower
hereby waives presentment, demand, notice, pratesall other demands or notices in connection thighdelivery, acceptance, performance,
default or enforcement of this Note except as otfser expressly provided herein.

The Borrower agrees to pay on demand all costeapenses, including attorneys’ costs and feesriadwor paid by the holder in
connection with the enforcement of this Note (whkettirough negotiations, legal proceedings or ottss).

BORROWER IRREVOCABLY WAIVES ALL RIGHT TO A TRIAL BYJURY IN ANY PROCEEDING HEREAFTER INSTITUTED
BY OR AGAINST BORROWER IN RESPECT OF THIS NOTE.

Neither the Lender nor the Borrower shall be deetodthve waived any of its rights unless such wadeein writing and signed by such
party. No delay or omission on the part of the Lesnid exercising any right shall operate as a wadfeuch right or any other right. A waiver
on any one occasion shall not be construed as ® lmairwaiver of any right on any future occasiéii.rights and remedies of the Lender
hereunder or under any applicable statute shallibaulative and may be exercised singularly or carealy.

The provisions of this Note shall bind the heisg@itors, estate and assigns of the Borrower aaitlishire to the benefit of the Lender,
its successors and assigns, provided that Borrovagrnot assign any of his obligations or rightsemttiis Note. In the event any one or more
of the provisions contained in this Note shall, doy reason, be held to be invalid, illegal or doeseable in any respect, such invalidity,
illegality or unenforceability shall not affect anyher provision of this Note, and this Note shlconstrued as if such invalid, illegal or
unenforceable provision had not been containedrere

THIS NOTE SHALL BE GOVERNED BY AND CONSTRUED IN ACGCRDANCE WITH THE LAW OF THE STATE OF
CONNECTICUT (WITHOUT GIVING EFFECT TO ITS RULES OEONFLICT OF LAWS).

Borrower’s Address:
Olin Corporation

490 Stuart Road, N.E.
Cleveland, TN 37312

[s/ JoHNL.M cl NTOSH
John L. MciIntosh




Date

SCHEDULE
TO

$60,000.00 PROMISSORY NOTE
DATED October 2, 2003
OF
JOHN L. McCINTOSH
TO OLIN CORPORATION

Amount of Unpaid Principal
Principal Paid Balance ($)

Notation Made by




Exhibit 10(u

Voluntary Employment Separation Agreement and Relese

This Voluntary Employment Separation Agreement Retease (“Agreement”) sets forth the understantetgzeen Olin Corporation

(“Olin™) and you,[NAME] , regarding your decision to accept the Voluntampbyment Separation Program and your separatioafiie
provided under that Program.

1. Voluntary Employment Separatic. Effective[DATE] , your employment with Olin will be voluntarily teinated based on yo
decision to accept the Voluntary Employment Sepamé®rogram offer. On that date, all Company-paiddiits will cease other than
those expressly set forth in this Agreement. Yollingceive your final paycheck and any accrued eduscation, less all applicable
withholdings and deductions, including but not tiedi to any over payments made to you by Olin infany.

2.  Separation Benefits In consideration of signing this Agreement, amdxchange for and subject to the promises, semations,
warranties, covenants contained herein and thagelset forth in Paragraph 4 hereof, Olin shahiwithirty (30) days following the
Effective Date of this Agreement, provide you wiitle following:

a. You shall be treated as having effected a “Ternwmdthat did not follow a change in control (adided in the Executive
Agreement, dated twaen you and Olin (the “Executive Agreement”))damou shall be entitled to all payments
and benefits thereunder apphcable to a-change in control Termination under the Executigge®ment

b. You also shall receive the following additional béts:

0] Stock Options: Pursuant to the Com[’s lon¢-standing stock option extension policy and practigen routine approval |
the Compensation Committee, your vested standaci siptions will be extended to term as of the tke of employment.
To the extent required by applicable IRS regulatjdiy executing this Agreement you agree that @syed Incentive Stock
Options you hold convert into N-qualified Stock Options upon the option extens

(i) Performance Shares: Your performance shares witt@ted in accordance with the terms of the ZB@formance Share
Program

(i)  Performance Accelerated Vested Optic* PAVO<"): The PAVOs vest the earlier of December 27, 200@er10th day ir
any 30 calendar day period that Olin’s stock piscequal to or greater than $28. Your PAVOs wilbieg on the fifth
anniversary of your retirement unless they vestutige above criteria prior to that fifth annivagsa/ested PAVOs extend
until January 26, 201!



(iv)  Personal Computer: You will continue to have the okyour personal computer for the one-year pefatidwing your
separation datt

(v)  Financial Counseling and Estate Planning: Olin wdlhtinue to pay for your financial counseling a&sthte planning wit
[ INSERT NAME ] for the one year period following your separatéate, but not to exceed a total amount of $10,

(vi)  Company Car: You will continue to have the use Gfanpany car for the one year period following yseparation dat:
During that one-year period, Olin will continuertiake the lease and insurance payments, althougtvijidee responsible
for the operating and maintenance costs of thecletirough that period, but you will not be regdirto reimburse the
Company for mileage which currently at the ratéwlve (12) cents per mile. At the end of the oeanyperiod, you may
choose to purchase the car for the retail fair tavklue at the time or it is to be returned taC

Non-Admission. It is specifically understood and agreed that Agreement does not constitute and is not todmstrued as an
admission or evidence of (i) any violation by yaulte Releasees (as defined in Paragraph 4(a) befoany federal, state or municipal
law, statute or regulation, or principle of commaw or equity, (ii) the commission by you or anyl&asee of any other actionable wrc
or (iii) any wrongdoing of any kind whatsoever & fpart of you or any Releasee, and shall not feeeaf or used for that purpo

Waiver and Releas.

a.

As a material inducement to you to enter into &gseement, you for yourself, your heirs, executadministrators, trustees, legal
representatives, successors and assigns (hereioalfectively referred to as the “Releasor”), imragree to accept from Olin the
Separation Benefits specified in Paragraph 2 sf Algreement (which you acknowledge are in additioany payments or benefits
that you are otherwise entitled to receive in respeyour voluntary termination of employment)darou hereby irrevocably and
unconditionally waive, release, and forever disgha®lin and its past, present and future affiliated related entities, parent and
subsidiary corporations, divisions, shareholdargleyee benefit plans and/or pension plans or fupsiecessors, successors and
assigns, and its and their past, present or futffigers, directors, trustees, fiduciaries, adninaitors, employees, agents,
representatives, shareholders, predecessors, sacsasd assigns (hereinafter collectively refetoeals the “Releasees”) from any
and all claims, charges, demands, sums of mon#gnacrights, promises, agreements, causes afraaibligations and liabilities
of any kind or nature whatsoever, at law or in gquivhether known or unknown, existing or continggenispected or unsuspected,
apparent or concealed (hereinafter collectivelgmefd to a“claims”) which the Releasor no
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5.

b.

or in the future may have or claim to have agdimstReleasees based upon or arising out of any, facts, conduct, omissions,
transactions, occurrences, contracts, claims, syeatises, matters or things of any conceivable &ircharacter existing or
occurring or claimed to exist or to have occurredrgy time on or before the Effective Date (asmdiin Paragraph 12 below) of
this Agreement, including, but not limited to amdaall claims relating to or arising out of your @oyment, compensation and
benefits with Olin, or the termination thereof, amnd all defamation, personal injury and tort climrongful termination claims,
discrimination, harassment and retaliation claiwtsistle-blower claims, fraud claims, contract clajrbenefits claims, claims under
any federal, state or municipal wage payment, \Whisiower, discrimination or fair employment praets law, statute or regulation,
including, without limitation, Title VII of the CiW Rights Act of 1964, as amended, Section 198thefCivil Rights Act of 1870, as
amended, the Americans with Disabilities Act, azaded, the Age Discrimination in Employment Act DBA”), the Older
Workers Benefit Protection Act (“OWBPA)he Employee Retirement Income Security Act, thakoAdjustment and Retraini
Notification Act, the Family and Medical Leave Atte Connecticut Fair Employment Practices Act,Gloanecticut Family and
Medical Leave Act, the Connecticut Unfair Tradeddiees Act, the common law of the State of Conmeattincluding but not

limited to any claim for wrongful discharge in véion of public policy and all other federal, statdocal statutes, which are or n
be based upon any facts, acts, conduct, repregemtamissions, claims, events, causes, mattettsirmgs of any conceivable kind
character existing or occurring at any time onefoke the Effective Date of this Agreement, andnetafor costs, expenses and
attorneys’ fees with respect thereto, except faine$ for vested pension or retirement benefitsdaidns for breach of this
Agreement.

You further agree and covenant that should anyopexarganization or other entity file a chargejrolar sue or cause or permit to
file any civil action, suit or legal proceeding olving any matter occurring at any time prior taly@xecution of this Agreement,
you will not seek or accept any personal reliefrfreuch civil action, suit or proceedir

Non-Disclosure; Confidentialit.

a.

You agree that you will keep confidential and nisttbse, nor use for your benefit or the benefiaiy other person or entity, a
information received from Olin that is confident@l proprietary or that constitutes trade secré@lim and that: (i) has not been
disclosed publicly by Olin, (ii) is otherwise notratter of public knowledge, or (iii) is a mattdrpublic knowledge but which you
have reason to know became a matter of public kewgéd through an unauthorized disclosure. Propyi@aconfidential
information shall include information that has belewveloped by Olin and is unique to Olin, the uhatized disclosure or use of
which would reduce the value of such informatio®©lo. Such information includes, without limitatipany written materials,
records and documer



7.

8.

made by you or coming into your possession dutiregcourse of your employment with Olin, such an®Iclient lists, trade
secrets, any confidential information about (orvilled by) any client or prospective or former ctiehOlin, or any other written
material referring or relating to legal, litigati@n regulatory matters. Nothing herein shall préweu from retaining and utilizing
your personal records, including copies of bergéihs and programs in which you retain an intedEstk calendars or other
personal office effects.

b. You agree to give Olin timely and prompt writtertine (in the manner provided for in Paragraph 18h&f Agreement) of the
receipt of any subpoena, court order or other lpgatess compelling the disclosure of any infororaind/or documents described
in Paragraphs 5(a) and 5(b), so as to allow Okseaable opportunity to take such action as mayebessary in order to protect
such information and/or documents from disclos

Non-Disparagement You shall not, whether written or orally, critie, denigrate or disparage Olin or any of itgentr or former
directors, employees, agents or representativasypther Releasees, with respect to any of iteeir past or present activities, or
otherwise publish, whether written or orally, staénts that tend to portray Olin, or any of its eutror former directors, employees,
agents or representatives or any other Releasean,linfavorable light, or which could affect acdhedy the conduct of Olin’s business or
its reputation or the conduct of business or th&rmss or reputation of any of C's parents, subsidiaries or affiliat

Your Rights. Nothing in this Agreement shall prohibit ortrét you from: (i) making any disclosure of infoation required by law; (ii)
providing information to, or testifying or otherngisissisting in any investigation or proceeding ghay, any federal regulatory or law
enforcement agency or legislative body, any seajfil@tory organization or Olin’s designated legahgtiance officer; (iii) filing,
testifying, participating in or otherwise assistinga proceeding relating to an alleged violatidmay federal, state or municipal law
relating to fraud or any rule or regulation of tecurities and Exchange Commission or any selflaggny organization; or (iv)
challenging the validity of your release of claioraler the ADEA

Cooperatior.

a. You shall cooperate with Olin in the transitioniofgyour duties and responsibilities until your vatary separation date set forth
Paragraph 1 of this Agreement. It is understoodagnded that this transition may require reasonelideges in your offices,
reporting lines, authority, duties or responsil@fi{ or a reasonable change in resources madalaeaib you to carry out such
authorities, duties or responsibilities. You unémd and agree that any such changes are consisteratn effective transition
resulting from your voluntary separation from then@pany and shall not result in a “Termination,’pagvided under Section 1(f)
(ii) of your Executive Agreemen



10.

11.

12.

b. Subject to your other personal and professionagatibns and on reasonable notice and at reasotiatds, you will reasonably
cooperate with Olin and its counsel in connectidtih\any investigation, administrative proceedinditigation relating to any
matter in which you were involved or of which yoaMe knowledge as a result of your employment by.(

Confidentiality of Agreement You agree to keep secret and strictly confi@dtiite terms of this Agreement and further repnesad
warrant that you will not disclose, make knowngcdiss or relay any information concerning this Agneat, or any of the discussions
leading up to this Agreement, to anyone (other th@mbers of your immediate family, and/or your ¢aXinancial advisor or attorney
who has first agreed to keep said information amftial and to not disclose it to others), and yloat have not done so as of or prior to
the Effective Date of this Agreement, as definethBeaph 12 below. The foregoing shall not prohabitestrict such disclosure as
required by law or as may be necessary for theggrda®on of claims relating to the performance dossement of this Agreement or
prohibit or restrict you (or your attorney) fronsponding to any such inquiry about this settleneerits underlying facts and
circumstances by the Securities and Exchange Cosionighe National Association of Securities Desl@rany other self-regulatory
organization. Prior to making any disclosure otihen to your immediate family, tax or financial &br or attorney, you shall provide
Olin with as much notice as possible that you Hzeen requested or compelled to make disclosureisegour best efforts to ensure that
if such disclosure occurs, it does so in a manesigthed to maintain the confidentiality of this Agment to the fullest extent possible.
You shall provide Olin with the notice required thys paragraph in the manner provided for in Paplgrl3 below immediately upon
your receipt of any inquiry or request for informeat concerning this Agreemel

Return of Property and DocumentsYou represent and warrant that you have retyroewill immediately return, to Olin all Olin
property (including, without limitation, any and @llin identification cards, card key passes, coap®credit cards, corporate phone ce
files, memoranda, reports, keys, and softwaregambtherwise provided under Paragraph 2(c) of&ieement, in your possession and
that you have not, and will not, retain any dughsaor reproductions of such iter

Breach of Obligations Any breach of your obligations under the prans of this Agreement shall be considered a nmaltbreach of
this Agreement. Accordingly, it is expressly undeosl and agreed that in the event of such a bredllr than by you challenging your
release and waiver of any potential ADEA claimsspiant to the OWBPA, in addition to any other legaéquitable remedy Olin may
have, Olin shall be released from any obligatiopdg the Separation benefits described in Paragtaghhis Agreemen

Review of Agreement; Revocatit. You shall have the right to consider this Agneat for a period of for-five (45) days followincg
your receipt of the Agreement, although you mayosieato sign the Agreement prior to the expiratibauzh fort\-five (45) day period.
This Agreement shall not become effective untile¢ighth (8th) day following its execution by yohé€t“Effective Date”). You shall have
the right to revoke this Agreement for a periode¥en




13.

14.

15.

16.

17.

(7) days following its execution by giving writtemtice of such revocation tfNAME] by hand or certified mail, return receipt reques
so that such notice is received within the sev@mlgy revocation period.

Notice. All notices, requests, demands and other conwations hereunder to Olin from you or to you fr@fin shall be in writing an:
shall be delivered, either by hand, by facsimileplernight courier or by certified mail, returrcedpt requested, duly addressed as
indicated below or to such changed address asd@lpou may subsequently designe

[INSERT CONTACT AT OLIN

ADDRESS
TELEPHONE NO.
FACSIMILE NO.]

[INSERT EXECUTIVE'S
CONTACT INFORMATION
ADDRESS

TELEPHONE NO.
FACSIMILE NO.]

Any such notice, request, demand or other commtiait#o Olin or you delivered in the manner spegfabove shall be deemed duly
given only upon receipt.

Severability. If, at any time after the Effective Date ofgtfigreement, any provision of this Agreement shalheld by any court
competent jurisdiction to be illegal, void, or uf@eeable, such provision shall be of no force effect. The illegality or unenforceabili
of such provision, however, shall have no effea@nymnd shall not impair the enforceability of, ailger provision of this Agreement,
provided, however, that upon finding by a courtofmpetent jurisdiction that the release or covenanto sue as provided for in
Paragraph 4 of this Agreement is illegal and/omfioeeable, Olin shall be released from any obidgyato make any payment under this
Agreement (or, if such payment has already beerem@lin shall be entitled to recover from you timeocaints already paid under this
Agreement)

Choice of Law. The terms of this Agreement and all rights ahliigations of the parties thereto including it§cgoement shall be
interpreted and governed by the laws of the Comneariiv of Virginia, without regard to conflicts @ principles

Modification of Agreement No provisions of this Agreement may be modifialdered, waived or discharged unless such mediéin,
alteration, waiver or discharge is agreed to irtingiand signed by the parties hereto. No waiveeillyer party hereto of, or compliance
with, any condition or provision of this Agreemeatbe performed by such other party shall be deeengdiver of similar or dissimilar
provisions or conditions at the same or at anyrgmicsubsequent timi
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18. Survival of Rights and Obligations The parties’ respective rights and obligatibaseunder shall survive the termination of your
employment to the extent necessary to preserverigiuis and obligation:

19. Entire Agreement; Headin.. This Agreement sets forth the entire agreerbetween the parties hereto, and any and all prid
contemporaneous agreements, discussions or unirgia between the parties pertaining to the stibjetter hereof have been and are
merged into and superseded by this Agreement,dimdubut not limited to the Executive Agreement\pded, however, that this
Agreement does not supersede or affect the padggeements relating to trade secrets, confideinfiaimation, copyrights,
noncompetition, no-solicitation and the like (atted hereto), which shall remain in full force arfiéet in accordance with their terms.
The headings of the sections contained in this &ment are for convenience only and shall not bengéeeto control or affect the
meaning or construction of any provision of thisrégment

20. Disputes/Arbitratior.

a. Inthe event of any claim regarding or dispute dherenforceability of this Agreement, or any ghereof, the parties agree
submit such claim or dispute to binding arbitrat&rOlin’s corporate headquarters in accordanclke thi¢ rules of the American
Arbitration Association then in effect. Each pashall bear the cost of their own representatiotiytling legal expenses. The
arbitrator shall have no authority to amend, modifptherwise change this Agreeme

b.  The provision of Paragraph 19(a) above specificaligersedes the “Disputes/Arbitration” provisiom®aragraph 15(a) and (b) of
your Executive Agreemer

YOU ACKNOWLEDGE AND WARRANT THAT:

a. the payments and benefits provided for by this Agrent exceed anything of value to which you wouldovise be entitled under
any Olin policy, plan, practice and/or procedur@orsuant to any prior agreement or contract betwee and Olin

b. no promises or inducements have been made to yampeas expressly set forth in this Agreem
c. you are not relying upon any promises, inducemeatgesentations or statements not expressly gatifothis Agreemen

d. you have had the opportunity to review and condideforty-five (45) days, the terms and provisions of thisegnent, althoug
you are not prevented from executing this Agreerpeiot to the expiration of said foi-five (45) day period, and you have been
given the opportunity to revoke this Agreementdgreriod of seven (7) days following its executi

e. you have been advised by Olin to consult with aoraey of your choosing prior to executing this égment
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f. you have been informed in writing as to any clasé or group of individuals eligible for this Vaitary Employment Separatic
Program, the job titles and ages of all individweligible for the Program, and the ages and jobstiof all individuals not eligible
for the Program. For additional information, con[NAME] ;

g. you have carefully read this Agreement in its eyirand fully understand the significance of altled terms and provisions; a
h.  you are signing this Agreement voluntarily and ofiyown free will and assent to all the terms amalditions contained herei

THIS IS A LEGALLY ENFORCEABLE DOCUMENT. YOU CONFIRMHAT YOU HAVE RECEIVED THIS DATE A COPY OF
ATTACHMENTS A, B AND C WHICH STATE THE ELIGIBILITY FACTORS, THE JOB TITLES AND AGES OF THOSE ELIGIBLE
AND THOSE NOT ELIGIBLE FOR THE VOLUNTARY EMPLOYMENTSEPARATION PROGRAM. BY SIGNING BELOW, YOU
AFFIRM THAT YOU HAVE READ THIS DOCUMENT AND ALL THEATTACHMENTS, AND ARE SATISFIED WITH THE
INFORMATION THAT HAS BEEN PROVIDED TO YOU, AND YOUAGREE TO BE LEGALLY BOUND BY THE TERMS OF THIS
AGREEMENT.

Olin Corporation

By:

Joseph D. Rup
President and CE!

Dated:

Name

Dated:




STATE OF CONNECTICUT
COUNTY OF FAIRFIELD SS.

On this the day of , 20Ddfore me[NAME] , the undersigned officer, personally appeared , known to
(or satisfactorily proven) to be the person whasea is subscribed to the within instrument and askedged that he/she executed the same
for the purposes therein contained.

In withess whereof | hereunto set my hand.

Notary Public
Date Commission Expires:



ATTACHMENT A
PROGRAM ELIGIBILITY FACTORS




ATTACHMENT B

JOB TITLES AND AGES OF EMPLOYEES
ELIGIBLE FOR PROGRAM BENEFITS




ATTACHMENT C

JOB TITLES AND AGES OF EMPLOYEES
NOT ELIGIBLE FOR PROGRAM BENEFITS




Exhibit 10(v]

w111
501 MERRITT 7, NORWALK, CT 06856-4500

January 29, 2004

George H. Pain. Esqui
38 Old Rock Lane
West Norwalk, CT 06850

Dear George:

This letter agreement (“Agreemensiimmarizes the terms of our agreement and unddistaregarding your employment with Olin followi
the Voluntary Employment Separation Program annedmovember 11, 2003 (“VSP”) and in anticipatioragfossible move of the
Company'’s corporate headquarters. In consider&iothe mutual promises and undertakings set foettein, we have agreed as follows:

1. Participation in the VSP. Olin will accept your request to participate e tVSP, and you will be provided separate noticguch
acceptance. As stated under the terms of the V@R Bxxecutive Agreement dated November 2, 2002 stralain in full force and effect
except to the extent specifically agreed undeM8P documentation. Among other things, you undadsthat the VSP requires that you
execute the VSP Separation Agreement and Releaseyaoir separation from employment.

2. VSP Employment Separation Date.Under the VSP, Olin is entitled to set your saian date. We have agreed that Olin will establish
your separation date under the VSP as July 1, 28@5hat your employment may be extended beyoatdate by mutual agreement. If pr

to July 1, 2005, you provide written notice to Odifiyour decision to resign from Olin (“Notice”)py shall be entitled to all of the benefits
under the VSP (based on your thexisting base salary, bonus standard and LTIP gydmit only if you provide at least six (6) mon#ts/anci
Notice of the date of your separation and onlyé& tlate of separation is on or after January 15.20@& have agreed that if you do not pro

at least six (6) months advance Notice or if ygquasate from employment with Olin on a date priodamuary 1, 2005, you shall not be entitled
to benefits under the VSP. We also have agreedfthati do not provide Notice by July 1, 2005, ¥8P then shall no longer be applicable to
you, and you shall not be entitled to any benefitder the VSP when you separate from employn

3. Dual Residency and Weekend Commuting ExpensedJntil the earlier of (a) December 31, 2006, (¥ tlate that you move your family
to the location of the new Olin corporate headarartor (c) the date of your separation from emplegt from Olin, Olin agrees to pay and/or
reimburse you for:

A. The reasonable cost of housing at the new locatidhe Olin corporate headquarters, including aission fees, mortgage
payments, taxes, routine maintenance, weekly algaanmd utilities, up to a maximum of $4500.00 penth.

B. The reasonable cost of commuting between Norwatktbe new location of the Olin corporate headqusytghich shall include tt
reasonable costs associated with your commutinvgltess well as your spouse’s travel to the cityhef new Olin corporate
headquarters



To the extent these payments or reimbursemenemmed to be taxable income under federal, stdteaklaws and rules, Olin will pay the
federal, state and/or local income taxes and qthgroll taxes owed on the payment or reimburseraertunts (including the tax payments
made by Olin on your behalf).

4. Commuting Flexibility. Olin agrees that you will have reasonable flditibin on-site working hours, especially on Fridagnd Mondays,
to accommodate the weekend commuting. Neverthetésexpected that the commuting will not haveimpact on your ability to carry out
your job duties and responsibilities. It is agréeat you will continue to work a full work week, wther it be at the new location, old locatiol
when traveling.

5. Personal Move to the New Olin Corporate Headarters Location. Notwithstanding anything that might be constrteethe contrary in
the VSP documents, Olin agrees to provide you thighstandard executive relocation package if anehwlou move to the new location,
provided you do so prior to January 31, 2007.

6. Executive Agreement Remains in Effect.Except as specifically provided herein or afagth in the VSP documentation, your Executive
Agreement dated November 2, 2002 shall remainliridice and effect. It is specifically agreed tlia¢ provisions of your Executive
Agreement relating to Governing Law (Paragraphri@) Risputes/Arbitration (Paragraph 15) shall beliapple under this Agreement and are
hereby incorporated by reference.

7. No Effect on Compensation. Except as specifically provided herein, this Agreent shall have no effect on your compensatiarding
the amount or frequency of increases in base sddanus standard and LTIP standard and any awarduhder.

8. No Employment Right. Nothing in this Agreement is intended or shoutdcbnstrued to provide you with any right to conéd
employment with Olin.

Very Truly Yours,
OLIN CORPORATION

/ s/ JosepHD. RupPpP
Joseph D. Rupp
President and Chief Executive Officer

Agreed:

[ s/ G EORGEH. PAIN
George H. Pain




EXHIBIT 12

OLIN CORPORATION AND CONSOLIDATED SUBSIDIARIES
Computation of Ratio of Earnings to Fixed Charges

(Unaudited)
Years Ended December 31
(In millions)
2003 2002 2001 2000 1999
Earnings:
Income (loss) from continuing operations beforeetaxdiscontinued operations ¢
cumulative effect of accounting chan $ 5 $(27) $(13) $131 $ 27
Add (deduct)
Equity in income of nc-consolidated affiliate (8) — — 2 —
Dividends received from non-consolidated affiliates — — — 1 —
Fixed charges as described be 31 36 29 27 27
Total $ 28 $ 9 $ 16 $157 $54
Fixed charges
Interest expensed and capitali: $ 2C $ 26 $ 18 $ 16 $16
Estimated interest factor in rent expense 11 1C 11 11 11
Total $ 31 $ 36 $ 29 $ 27 $27
Ratio of earnings to fixed charges — — — 5.8 2.C

(1) Amounts represent those portions of rent experedeatie reasonable approximations of interest ¢

(2) Income (loss) from continuing operations beforeetpdiscontinued operations and cumulative effeatoounting change was
insufficient to cover fixed charges by approximgi®8 million, $27 million and $13 million for thesars ended December 31, 2003, 2002
and 2001, respectivel



Exhibit 21

SUBSIDIARIES OF OLIN CORPORATION 1
(as of December 31, 2003)

Company % Ownership Jurisdiction

(Direct/Indirect)

A.J. Oster Caribe, In 100 DE

A.J. Oster Foils, Inc 100 DE

A.J. Oster West, Inc 100 RI
Bridgeport Brass Corporaticn 100 IN

Bryan Metals, Inc? 100 OH
Chase Industries In 100 DE
Chase Brass & Copper Company, lhc. 100 DE

Hunt Trading Co 100 MO

LTC Reserve Corp. 100 DE
Monarch Brass & Copper Cor 100 NY
Monarch Brass & Copper of New England Cdérp. 100 RI

New Haven Copper Compar 100 CT

Olin Aegis partnershi| 100 DE

Olin Benefits Management, InE. 90 CA

Olin Engineered Systems, Ir 100 DE

Olin Environmental Management, Irfc. 90 DE

Olin Far East, Limitec 100 DE

Olin Financial Services In 100 DE

Olin Sunbelt, Inc 100 DE
Ravenna Arsenal, In 100 OH
Sunbelt Chlor Alkali Partnersh 50 DE
Waterbury Rolling Mills, Inc53 100 CT
Nutmeg Insurance Limite 100 Bermuda
Olin Asia Pacific Pte. Ltd 100 Singapore
Olin Australia Limited 100 Australia
Olin Brass Japan, In 100 Japar
Olin Canada Inc 100 Canadz
Olin Global Services Mexic 100 Mexico
Olin Hunt Specialty Products S.t 100 Italy

Olin Industrial (Hong Kong) Limitel 100 Hong Kong
Olin Luotong Metals (GZ) Co., Ltc 80 China
Olin Mexico S.A. de C.V 100 Mexico
Olin (UK) Limited 100 United Kingdom
Reductone Brasil Ltd: 100 Brazil
Yamahi-Olin Metal Corporatior 50 Japar

1 Omitted from the following list are the names ofta@ subsidiaries which, if considered in the &ggite as a single subsidiary, would not
constitute a significant subsidial

d/b/a“Olin Brass, Indianapol’” and“Olin Brass, Indianapolis Facil” in CA, IL, IN, NJ, NC, OH, PA, Rl and T>
d/b/a“Bryan Metals of Ohi” in NJ.
Indirect subsidiary, whol-owned by Olir's wholly-owned subsidiary, Chase Industries |

Indirect subsidiary, whol-owned by Olir's wholly-owned subsidiary, Monarch Brass & Copper Ci

o o B~ WN

Class A shares, all of which are held directly ardirectly by Olin Corporation, have the right tiee 4 directors. Class B shares, none of
which are held directly or indirectly by Olin Comadion, have the right to elect 1 direct



Exhibit 2

INDEPENDENT AUDITORS’ CONSENT
The Board of Directors and Shareholders of Olinpdaation:

We consent to incorporation by reference in theifegion Statements No. 333-101027 and No. 33329Dbn Form S-3 and Nos. 33-
28593, 33-00159, 33-40346, 33-41202, 333-05097,13%29, 333-18619, 333-39305, 333-39303, 333-71893,67411, 333-67086, 333-
35818, 333-54308, 333-56690, 333-72244, 333-97333,98193, 333-88990, 333-110135 and 333-1101360om S-8 of Olin Corporation
of our report dated January 29, 2004, except ast® “Subsequent Events,” which is as of FebruaB3084, relating to the consolidated
balance sheets of Olin Corporation and subsidiasesf December 31, 2003 and 2002, and the retatesblidated statements of operations,
shareholders’ equity, and cash flows for each efyibars in the three-year period ended Decembe&8B, which report appears in the
December 31, 2003 annual report on Form 10-K afl Gbrporation. As discussed in note “Accountingi¢tes” to the consolidated financial
statements, Olin Corporation in 2003 adopted tlwipions of the Financial Accounting Standards BtaGtatement of Financial Accounting
Standard No. 143, “Accounting for Asset Retirem@btigations.”

/sl KPMG LLP
KPMG LLP

Stamford, CT
March 9, 2004



Exhibit 31.1
CERTIFICATIONS
[, Joseph D. Rupp, certify that:
1. | have reviewed this annual report on FornKl@-Olin Corporation (the “registrant”);

2. Based on my knowledge, this report does nietain any untrue statement of a material fact oit torstate a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statementd other financial information included in treport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant’s other certifying officer ahare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#he registrant and we have:

a) Designed such disclosure controls and proesdor caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

b) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséantbd report our conclusions about the
effectiveness of the disclosure controls and proresias of the end of the period covered by tiientébased on such evaluation; and

c) Disclosed in this report any change in théstegnt's internal control over financial reportititat occurred during the registramthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer ahidave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which are
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that inxed management or other employees who have aisagtifole in the registrant’s
internal control over financial reporting.
Date: March 9, 2004

/sl JosepHD. Rupp
Joseph D. Rupp
President and Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS
[, Anthony W. Ruggiero, certify that:
1. | have reviewed this annual report on FornKl@-Olin Corporation (the “registrant”);

2. Based on my knowledge, this report does nietain any untrue statement of a material fact oit torstate a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statementd other financial information included in treport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant’s other certifying officer ahare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#he registrant and we have:

a) Designed such disclosure controls and proesdor caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

b) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséantbd report our conclusions about the
effectiveness of the disclosure controls and proresias of the end of the period covered by tiientébased on such evaluation; and

c) Disclosed in this report any change in théstegnt's internal control over financial reportititat occurred during the registramthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer ahidave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which are
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that inxed management or other employees who have aisagtifole in the registrant’s
internal control over financial reporting.

Date: March 9, 2004

/sl  ANTHONY W. RUGGIERO
Anthony W. Ruggiero
Executive Vice President and
Chief Financial Officer




Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Olin Coration (the “Company”) on Form 10-K for the periatted December 31, 2003 as
filed with the Securities and Exchange Commisstbe (Report”), |, Joseph D. Rupp, President ance€Bikecutive Officer and I, Anthony W.
Ruggiero, Executive Vice President and Chief Fimgr@fficer of the Company, certify, pursuant tolW&.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A20602, that, to our knowledge: (1) the Reportyfulbmplies with the requirements of
Section 13(a) of the Securities Exchange Act of41@®d (2) the information contained in the Refairty presents, in all material respects,
financial condition and results of operations & Gompany.

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyéll be retained by the
Company and furnished to the Securities and Exah&ammission or its Staff upon request.

/s/ JosepHD. Ruprp
Joseph D. Rupp
President and Chief Executive Officer

Dated: March 9, 2004

/sl ANTHONY W. RUGGIERO
Anthony W. Ruggiero
Executive Vice President and Chief Financial Office

Dated: March 9, 2004



