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Brush Engineered Materials Inc.
17876 St. Clair Avenue
Cleveland, Ohio 44110

Notice of Annual Meeting of Shareholders

The annual meeting of shareholders of Brush Engétkllaterials Inc. will be held at The Forum, One
Cleveland Center, 1375 East Ninth Street, Cleveléro 44114, on May 7, 2008 at 11:00 a.m., loicaét for the
following purposes:

(1) To elect three directors, each to serve for a @rthree years and until a successor is electedjaalified;

(2) To ratify Ernst & Young LLP as the independent ségiied public accounting firm for Brush Engineered
Materials Inc. for the year 2008; a

(3) To transact any other business that may properyedoefore the meetin

Shareholders of record as of the close of busioeddarch 10, 2008 are entitled to notice of the tingeand to
vote at the meeting or any adjournment or postp@emtf the meeting.

Michael C. Hasychak
Secretary

March 27, 2008

Important — your proxy is enclosed.

Please sign, date and return your proxy in the acenpanying envelope.
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BRUSH ENGINEERED MATERIALS INC.
17876 St. Clair Avenue
Cleveland, Ohio 44110

PROXY STATEMENT
March 27, 2008

GENERAL INFORMATION

Your Board of Directors is furnishing this proxyatment to you in connection with our solicitatadfrproxies
to be used at our annual meeting of shareholddss teeld on May 7, 2008.

Registered Holders. If your shares are registered in your name, yay wote in person or by proxy. If you
decide to vote by proxy, you may do so by telephorer the Internet or by mail.

By telephone. After reading the proxy materials and with younxy card in front of you, you may call the
toll-free number 1-866-540-5760, using a touch-ttmiephone. You will be prompted to enter your Coint
Number from your proxy card. This number will idént/ou and Brush. Then you can follow the simple
instructions that will be given to you to recorduywote.

Over the Internet.  After reading the proxy materials and with younxy card in front of you, you may u
a computer to access the website www.proxyvoting/bav. You will be prompted to enter your Control
Number from your proxy card. This number will idépntyou and Brush. Then you can follow the simple
instructions that will be given to you to recorduywote.

By mail. After reading the proxy materials, you may maign and date your proxy card and return it in
the enclosed prepaid and addressed envelope.

The Internet and telephone voting procedures haea Bet up for your convenience and have beenrdzbig
authenticate your identity, allow you to give vatimstructions and confirm that those instructibage been
recorded properly. Without affecting any vote poaly taken, you may revoke your proxy by delivierys of a
new, later dated proxy with respect to the sameeshar giving written notice to us before or & #mnual meeting.
Your presence at the annual meeting will not, id ahitself, revoke your proxy.

Participants in the Savings and Investment Plan andr the Payroll Stock Ownership Plan (“PAYSOP”).
If you participate in the Savings and Investnelain and/or the PAYSOP, the independent Trusteedoh plan,
Fidelity Management Trust Company, will vote yolarpshares according to your voting directions. Yimay give
your voting directions to the plan Trustee in ang of the three ways set forth above. If you doratitrn your
proxy card or do not vote over the Internet orddgphone, the Trustee will not vote your plan shaEach
participant who gives the Trustee voting directiants as a named fiduciary for the applicable plasher the
provisions of the Employee Retirement Income Séguéct of 1974, as amended.

Nominee shares. If your shares are held by a bank, broker, teistesome other nominee, that entity will give
you separate voting instructior

At the close of business on March 10, 2008, thercedate for the determination of shareholderdledtto
notice of, and to vote at, the annual meeting, ae dutstanding and entitled to vote 20,672,867eshaf common
stock.

Each outstanding share of common stock entitldsaiider to one vote on each matter brought befoze t
meeting. Under Ohio law, shareholders have cunuglatdbting rights in the election of directors, pided that the
shareholder gives not less than 48 hours notiegiting to the President, any Vice President or$leeretary of
Brush Engineered Materials Inc. that the sharehlaldsires that voting at the election be cumulatvel provided
further that an announcement is made upon the cimyef the meeting informing shareholders thatasot
requesting cumulative voting has been given bysttereholder. When cumulative voting applies, eaelneshas a
number of votes equal to the number of directotsetelected, and a shareholder may give all oflia@eholder’s
votes to one nominee or divide the shareholderfesramong as many nominees as he or she seeslésJ
contrary instructions are received on proxies giteens, in the
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event that cumulative voting applies, all votesespnted by the proxies will be divided evenly aghtre
candidates nominated by the Board of Directorsepkthat if voting in this manner would not be effee to elect
all the nominees, the votes will be cumulated atdiscretion of the Board of Directors so as to iméze the
number of the Board of Directors’ nominees elected.

In addition to the solicitation of proxies by thgeuof the mails, we may solicit the return of pesxin person
and by telephone, telecopy or e-mail. We will resjuokerage houses, banks and other custodiamsnees and
fiduciaries to forward soliciting material to thereficial owners of shares and will reimburse ttientheir
expenses. We will bear the cost of the solicitatbproxies.

At the annual meeting, the inspectors of electigmoénted for the meeting will tabulate the resolts
shareholder voting. Under Ohio law, our articlegnabrporation and our code of regulations, propsigned
proxies that are marked “abstain” or are held inest name” by brokers and not voted on one or rabtke items
before the meeting will, if otherwise voted oneddt one item, be counted for purposes of detengiwhether a
guorum has been achieved at the annual meetingsWathheld in respect of the election of directoils not be
counted in determining the election of directorbs#entions and broker non-votes in respect of Remill not be
considered as votes cast for purposes of detergiimivether this matter is approved.

If you sign, date and return your proxy card bundb specify how you want to vote your shares, yghares
will be voted for the election of all the Directoominees and for the ratification of the appointtragdtihe
independent auditors.
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1. ELECTION OF DIRECTORS

Our articles of incorporation and code of regulagiprovide for three classes of directors whosagerxpire in
different years. There are currently nine directditsthe present time it is intended that proxiel e voted for the
election of Albert C. Bersticker, William G. Pryand N. Mohan Reddy.

Your Board of Directors recommends a vote for thesaominees.

If any of these nominees becomes unavailablejiténded that the proxies will be voted as therBad
Directors determines. We have no reason to betleateany of the nominees will be unavailable. Thre¢ nominee
receiving the greatest number of votes will betelé@s directors of Brush Engineered Materials.

The following table sets forth information concemithe nominees and the directors whose termsficeofill
continue after the meeting:

Nominees for Terms to End in 2011 Current Employment

Albert C. Bersticker Retired Chairman and Chief Executive Officer,
Director since 1993 Ferro Corporation
Member — Audit Committee, Governance and (Paint, varnishes, lacquers, enamels and
Organization Committee and Retirement Plan allied products)
Review Committet

Age— 73

Mr. Bersticker had served as Non-executive Chairpfadglebay Norton Company from May 2003 until Jaryu
2005. Mr. Bersticker was Chairman of Ferro Corgorafrom February 1996 and retired in 1999. He sdras
Chief Executive Officer of Ferro Corporation frofdl until January of 1999 and as President fron8198il
February 1996. He also had served as Secretargsidier and a member of the Board of Directors od@tn’s
Medical Center in Jackson, Wyoming until Januarg=!

William G. Pryor Retired President,
Director since 2003 Van Dorn Demag Corporation
Member — Audit Committee, Governance and Former President & CEO
Organization Committee and Retirement Plan Van Dorn Corporation
Review Committes (Plastic injection molding equipmer
Age — 68

Mr. Pryor was President of Van Dorn Demag Corporafiom 1993 and retired in 2002. He had also skage
President and Chief Executive Officer of Van Dororgdration, predecessor to Van Dorn Demag Corpmrati
Mr. Pryor served on the Board of Directors of OghgiNorton Company from 1997 until January 2C

N. Mohan Reddy, Ph.L Dean and Albert J. Weatherhead I
Director since 2000 Professor of Management,
Member — Compensation Committee and Weatherhead School of Management
Governance and Organization Commil Case Western Reserve Univers
Age— 54

Dr. Reddy was appointed Dean of the Weatherheaddbolfi Management, Case Western Reserve University
effective January 1, 2007. Prior to that, Dr. Relldyg been a professor at the Weatherhead Schidmdigement,
Case Western Reserve University for the past faery. Dr. Reddy is a director of Keithley Instruitsenc.

Dr. Reddy also serves as consultant to firms ireteetronic and semiconductor industries, primdrilyhe areas of
product and market developme
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Directors Whose Terms End in 2009 Current Employment
Richard J. Hipple Chairman, President and Chief Executive Officer,
Age—55 Brush Engineered Materials Ir

In May 2006, Mr. Hipple was named Chairman of ttoeail and Chief Executive Officer of Brush Engineere
Materials Inc. He has served as President sincedf2905. He was Chief Operating Officer from Ma&303 until
May 2006. Mr. Hipple was President of Alloy Prodifiom May 2002 until May 2005. He joined the Compéan
July 2001 as Vice President of Strip Products amdesl in that position until May of 2002. Priorjéining Brush,
Mr. Hipple was President of LTV Steel Company, aibass unit of The LTV Corporation, an integrattbk
producer and metal fabricator. Mr. Hipple was apped to the Board of Directors of Ferro CorporationJune 28,

2007.
William B. Lawrence Former Executive Vice President,
Director since 2003 General Counsel & Secretary,
Member — Audit Committee and TRW, Inc.
Governance and Organization Commil (Advanced technology products and servit
Age — 63

Prior to the sale of TRW, Inc. to Northrop Grumn@arporation in December 2002, Mr. Lawrence senged a
TRW'’s Executive Vice President, General Counsel 8acretary since 1997 and held various other eixecut
positions at TRW since 1976. Mr. Lawrence also agion the Board of Directors of Ferro Corporat

William P. Madar Retired Chairman of the Board
Director since 1988 and Former Chief Executive Officer
Member — Compensation Committee and Nordson Corporatio
Governance and Organization Commil (Industrial application equipment manufactui
Age — 68

Mr. Madar retired as Chairman of the Board of Nord€orporation effective March 2004. He had beeai@an
since 1997. Prior to that time, he served as Viaai@han of Nordson Corporation from August 1996ludttober
1997 and as Chief Executive Officer from Februg@g@ until October 1997. From February 1986 untibAst
1996, he also served as President. Mr. Madar als@s on the Board of Directors of Nordson Corporaand
Lubrizol Corporation
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Directors Whose Terms End in 2010 Current Employment
Joseph P. Keithley Chairman, Chief Executive Officer and President,
Director since 1997 Keithley Instruments, Inc.

Member — Audit Committee, Governance and (Electronic test and measurement products)
Organization Committee and Retirement Plan
Review Committes
Age — 59
Mr. Keithley has been Chairman of the Board of Klely Instruments, Inc. since 1991. He has servethaef
Executive Officer of Keithley Instruments, Inc. saMNovember 1993 and as President since May 198Kaithley
also serves on the Board of Directors of Keithlestluments, Inc. and Nordson Corporati

William R. Robertson Retired Partner,
Director since 1997 Kirtland Capital Partners
Member — Compensation Committee and (Private equity investments)
Governance and Organization Commil

Age — 66

Mr. Robertson retired as a Partner of Kirtland @dgtartners on December 31, 2006. Prior to hieereent, he was
a Consulting Partner since August 2005 and fronmteSelper 1997 through August 2005 he was a ManaganméY
of Kirtland Capital. He was President and a direcfd\ational City Corporation (diversified finamtiholding
company) from October 1995 until July 1997. He @lsoved as Deputy Chairman and a director of NatiGity
Corporation from August 1988 until October 1995. Robertson is a member of the Board of Managetseof
Prentiss Foundation, an emeritus member of thedBoiTrustees of the Cleveland Museum of Art andegas a
director of Hartland & Ca

John Sherwin, Jr. President,
Director since 1981 (Lead Director since 2005) Mid-Continent Ventures, Inc.
Member — Compensation Committee, GovernancgVenture capital company)
and Organization Committee and Retirement Plan
Review Committet

Age— 69

Mr. Sherwin has been President of Mid-Continenttdess, Inc. during the past five years. Mr. Sherisia director
of John Carroll University, an advisor to ShoreB&&veland and a trustee of The Cleveland Cliniarieation.




Table of Contents

CORPORATE GOVERNANCE; COMMITTEES OF THE BOARD OF DI RECTORS

We have adopted a Policy Statement on Significamp@ate Governance Issues and a Code of Condilicy Po
in compliance with New York Stock Exchange and Si¢es and Exchange Commission requirements. These
materials, along with the charters of the Auditn@p@nsation, Governance and Organization and RegimeRlan
Review Committees of our Board of Directors, whidéo comply with applicable requirements, are adé on ou
website at www.beminc.conor upon request by any shareholder to SecreBangh Engineered Materials Inc.,
17876 St. Clair Avenue, Cleveland, Ohio 44110. \i¢e anake our reports on Forms 10-K, 10-Q and 8-&ilakle
on our website, free of charge, as soon as realopizticable after these reports are filed with Securities and
Exchange Commission. Any amendments or waiversitdCode of Conduct Policy, Committee Charters aoict{p
Statement on Significant Corporate Governance $saiiealso be made available on our website. Tiiermation
on our website is not incorporated by reference this proxy statement or any of our periodic régpor

Board Independence

The New York Stock Exchange listing standards megthiat all listed companies have a majority okipehder
directors. For a director to be “independent” urttierNew York Stock Exchange listing standards jtbard of
directors of a listed company must affirmativelyatenine that the director has no material relatigmsvith the
company, or its subsidiaries or affiliates, eitigectly or as a partner, shareholder or officeamfrganization that
has a relationship with the company or its subsiekeor affiliates. Our Board of Directors has atojthe following
standards, which are identical to those of the Newk Stock Exchange listing standards, to assistiis
determination of director independence; a direatitirbe determinedhot to be independent under the following
circumstances:

« the director is, or has been within the last thye&rs, an employee of the Company, or an immethatdy
member is, or has been within the last three y@argxecutive officer, of the Compat

« the director has received, or has an immediatelyamember who has received, during any 12-montfoder
within the last three years, more than $100,00direct compensation from the Company, other thagctir
and committee fees and pension or other forms fefrael compensation for prior service (providedhsuc
compensation is not contingent in any way on caihservice)

« (@) the director or an immediate family member @ieent partner of a firm that is the Companyteinal or
external auditor; (b) the director is a current &yee of such a firm; (c) the director has an imratdfamily
member who is a current employee of such a firmwanal participates in the firm’s audit, assurancéaar
compliance (but not tax planning) practice; ort{@ director or an immediate family member was inithe
last three years (but is no longer) a partner gsleyee of such a firm and personally worked on the
Compan’s audit within that time

« the director or an immediate family member is, @ been within the last three years, employed as an
executive officer of another company where anyhef€ompanys present executive officers at the same
serves or served on that comp’s compensation committee;

« the director is a current employee, or an immedatgly member is a current executive officer, of a
company that has made payments to, or received gratgrfrom, the Company for property or servicearin
amount which, in any of the last three fiscal yearxeeds the greater of $1,000,000, or two pewfesiich
other compar’s consolidated gross revenu

In connection with its evaluation of the indepenzienf directors, the Board of Directors considezadh of the
following relationships:

* In 2007, we donated $12,500 to Manufacturing Adegand Growth Network (“MAGNET”), a nonprofit
organization committed to elevating the presenitength and future of manufacturing. We have also
committed to making similar donations in 2008, 2@@@ 2010. Mr. Keithley is a trustee of MAGNE
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* In 2007, we donated $18,325 to Case Western Retgmversity (“CWRU”) in connection with the
digitization of the papers of Charles F. Brush, &benefactor of Brush Laboratories, a predecessopany
to the Brush Beryllium Co. incorporated in 1931. Wave also committed to making a similar donation i
2008. Mr. Keithley is a trustee of CWRU and Dr. Bgds the Dean of the Weatherhead School of
Management at CWRL

* Mr. Robertson is a minority shareholder and a dineof Hartland & Co. (“Hartland”), a private invesent
consulting firm. In 2007, we paid Hartland approabely $130,000 for advisory services in connectidth
our 401(k) and pension plar

< Mr. Sherwin is a member of the Board of Advisorshte Cleveland operations of ShoreBank Corporation
(“ShoreBank”), a community development and envirental bank holding company. We have a certificate
of deposit with ShoreBank for approximately $126,@8 of February 15, 200

Notwithstanding the relationships described aboue Board of Directors has affirmatively determirtbet
each of our directors, other than Mr. Hipple, isd&pendent” within the meaning of that term asraefiin the New
York Stock Exchange listing standards; a “non-erp@éodirector” within the meaning of that term afirded in
Rule 16b-3(b)(3) promulgated under the SecuritieshBnge Act of 1934 (the “Exchange Act”); and ant&ide
director” within the meaning of that term as define the regulations promulgated under section 1§ 2( the
Internal Revenue Code of 1986.

Charitable Contributions

Within the last three years, we have made no @idetcontributions during any single fiscal yeaaty charity
in which an independent director serves as an éxecofficer, of over the greater of $1 million 2% of the
charity’s consolidated gross revenues.

Non-management Directors

Our Policy Statement on Significant Corporate Goaece Issues provides that the non-management membe
of the Board of Directors will meet during eachukegly scheduled meeting of the Board of Directéhisesently
Mr. John Sherwin, Jr., is the lead non-managemieattor.

In addition to the other duties of a director untther Corporation’s Board Governance Principles | thad
Director, in collaboration with the other indepentidirectors, is responsible for coordinating thvaties of the
independent directors, and in that role will:

« chair the executive sessions of the independeettdirs at each regularly scheduled mee!
« make recommendations to the Board Chairman regattitiming and structuring of Board meetin

* make recommendations to the Board Chairman conwgthe agenda for Board meetings, including
allocation of time as well as subject mat

 advise the Board Chairman as to the quality, gtyaatid timeliness of the flow of information from
management to the Boa

* serve as the independent point of contact for $lwddlers wishing to communicate with the Board othan
through managemer

« interview all Board candidates, and provide the &oance and Organization Committee with
recommendations on each candid

* maintain close contact with the Chairman of eaahdihg committee and assist in ensuring commuwicati
between each committee and the Bo

« lead the CEO evaluation process; i

* be the ombudsman for the CEO to provide-way communication with the Boar
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Board Communication

Shareholders or other interested parties may coruaienwith the Board of Directors as a whole, #edl non-
management director or the non-management direagoasgroup, by forwarding relevant informatiomiriting to
Lead Director, c/o Secretary, Brush Engineered Neltelnc., 17876 St. Clair Avenue, Cleveland, Ofd.10. Any
other communication to individual directors or coittees of the Board of Directors may be similarideessed to
the appropriate recipients, c/o our Secretary.

Audit Committee

The Audit Committee held six meetings in 2007. Fuelit Committee membership consists of Mr. Lawrence
as Chairman, and Messrs. Bersticker, Keithley,Ruydr. Under the Audit Committee Charter, the Audit
Committee’s principal functions include assisting 8oard of Directors in fulfilling its oversighésponsibilities
with respect to:

« the integrity of our financial statements and doafcial reporting proces

« compliance with ethics policies and legal and otlegulatory requirement

» our independent registered public accounting’s qualifications and independen

« our systems of internal accounting and financialticas; anc

« the performance of our independent registered pagitounting firm and of our internal audit funotc

We currently do not limit the number of audit contte®s on which our Audit Committee members mayeserv
No member of our Audit Committee serves on the tacainmittee of three or more public companies iditah to
ours. The Audit Committee also prepared the Auditn@ittee report included under the heading “Auditr®nittee
Report” in this proxy statement.

Audit Committee Expert, Financial Literacy and Independence

Although our Board of Directors has determined thate than one member of the Audit Committee has th
accounting and related financial management exgeeti be an “audit committee financial expert,tdafned by the
Securities and Exchange Commission, it has nameddkit Committee Chairman, Mr. Lawrence, as thelifu
Committee financial expert. Each member of the AGdimmittee is financially literate and satisfibs t
independence requirements in Section 303A.02 oN#he York Stock Exchange listing standards.

Compensation Committee

The Compensation Committee held seven meeting80i.dn March 2008, a revised charter for the
Compensation Committee was adopted. Its membecsinigists of Dr. Reddy as Chairman, and Messrs. Mada
Robertson and Sherwin. The committee may, in gsrdtion, delegate all or a portion of its dutied a
responsibilities to a subcommittee; provided thihssubcommittee has a published charter in acnoedaith the
rules of the New York Stock Exchange. In particuthe committee may delegate the approval of aertai
transactions to a subcommittee consisting solem@fbers of the committee who are (a) “Non-employee
Directors” for the purposes of Rule 16b-3 of theB#ies Exchange Act of 1934, as in effect fromdito time, and
(b) “outside directors” for the purposes of secti@?2(m) of the Internal Revenue Code. The comnigteencipal
functions include:

 reviewing and approving executive compensatiorlugting severance paymen
< administering and recommending equity and-equity incentive plans
» overseeing regulatory compliance with respect tomensation matter

 advising on senior management compensation
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« reviewing and discussing the Compensation Discasaml Analysis and Compensation Committee Re

For additional information regarding the operatidrthe Compensation Committee, see the “Compensatio
Discussion and Analysis” in this proxy statement.

Governance and Organization Committee

The Governance and Organization Committee heldrfegtings in 2007. In March 2008, a revised chdoter
the Governance and Organization Committee was adophe Governance and Organization Committee
membership consists of Mr. Sherwin, as Chairmad,Messrs. Bersticker, Keithley, Lawrence, Madayo®r
Reddy and Robertson. All the members are indepéndeccordance with the New York Stock Exchangtnlg
requirements. The committee’s principal functiomdude:

« evaluation of candidates for board membershipuitialg any nominations of qualified candidates sutsedi
in writing by shareholders to our Secrete

* making recommendations to the full Board of Diresteegarding directo’ compensatior
* making recommendations to the full Board of Diresteegarding governance matte

» overseeing the evaluation of the Board and manageafiehe Company

« assisting in management succession planning

* reviewing related party transactiol

As noted above, the Governance and Organizationn@tiee is involved in determining compensationdar
directors. The Governance and Organization Comenétiministers our equity incentive plans with respe our
directors, including approval of grants of stockiops and other equity or equity-based awards,raakes
recommendations to the Board with respect to ineemiompensation plans and equity-based plansifectdrs.
The Governance and Organization Committee peritidicaviews director compensation in relation tovquarable
companies and other relevant factors. Any changkr@ttor compensation must be approved by thedBofr
Directors. Other than in his capacity as a direatorexecutive officer other than the Chief ExegutDfficer
participates in setting director compensation. Ftione to time, the Governance and Organization Cidtaenor the
Board of Directors may engage the services of goemsation consultant to provide information regagdiirector
compensation at comparable companies.

Nomination of Director Candidates

The Governance and Organization Committee will m@rscandidates recommended by shareholders for
nomination as directors of Brush Engineered Mal®riany shareholder desiring to submit a candidiate
consideration by the Governance and Organizatianr@ittee should send the name of the proposed catedid
together with biographical data and backgroundrmfttion concerning the candidate, to the Governande
Organization Committee, c/o our Secretary. The @Guece and Organization Committee did not receiye a
recommendation for a candidate from a shareholdehareholder group as of March 10, 2008.

In recommending candidates to the Board of Director nomination as directors, the Governance and
Organization Committee’s charter requires it tosidar such factors as it deems appropriate, cemistith our
Policy Statement on Significant Corporate Govereassues. These factors are as follows:

» broad-based business, governmental, non-proffirafessional skills and experiences that indicdtetiver
the candidate will be able to make a significartt Benmediate contribution to the Board’s discussiod
decision making in the array of complex issuesmia¢he Company

« exhibited behavior that indicates he or she is cidtathto the highest ethical standards and theegatif the
Company;

« special skills, expertise, and background thattadthd complement the range of skills, expertiad, a
background of the existing directo
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« whether the candidate will effectively, consistgntind appropriately take into account and baldhee
legitimate interests and concerns of all our shaldshrs and other stakeholders in reaching decisamd

 a global business and social perspective, persateglrity, and sound judgment. In addition, direstmust
have time available to devote to Board activitied 80 enhance their knowledge of the Compi

The Governance and Organization Committee’s evialmatf candidates recommended by shareholdersriies
differ materially from its evaluation of candidatezommended from other sources.

A shareholder of record entitled to vote in an &decof directors who timely complies with the peadlures set
forth in our code of regulations and with all apphble requirements of the Exchange Act and thes ramel
regulations thereunder, may also directly nomimadéviduals for election as directors at a shardad’ meeting.
Copies of our code of regulations are availabla lbgquest addressed to c/o Secretary.

To be timely, notice of a shareholder nominationdio annual meeting must be received at our prithcip
executive offices not fewer than 60 nor more th@rl&ys prior to the date of the annual meeting. éiaw, if the
date of the meeting is more than one week befoedter the first anniversary of the previous yeanseting and we
do not give notice of the meeting at least 75 dayalvance, nhominations must be received withindeys from the
date of our notice.

Retirement Plan Review Committee

The Retirement Plan Review Committee held threetimgsin 2007. Its membership consists of Mr. Kleigh
as Chairman, and Messrs. Bersticker, Pryor andwshelts principal functions include:

« reviewing defined benefit pension plans as to curaed future costs, funded position, and actuanal
accounting assumptions used in determining beabfigations;

« establishing and reviewing policies and stratefpeshe investment of defined benefit pension plan
assets; an

* reviewing investment options offered under emplog@éngs plans and the performance of those invegtm
options.
Board Attendance

Our Board of Directors held six meetings in 200%.0Athe directors attended at least 75% of thaf8aand
assigned committee meetings during 2007, excepifoBersticker who attended 71%. Our policy istttimectors
are expected to attend all meetings, includingatireual meeting of shareholders. All of our direstattended last
yea's annual meeting of shareholders.

10
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2007 DIRECTOR COMPENSATION

Annual compensation for non-employee director2fid7 was comprised of cash compensation, consisfing
annual retainer fees, and equity compensation,iting of restricted stock units. Each of these pornents is
described in more detail below.

Fees Earned o Stock

Paid in Cash Awards(2) Total
Name ®) ®) ®)
Albert C. Bersticke 54,584(1) 45,03 99,61
Joseph P. Keithle 61,25((1) 45,03 106,28.
William B. Lawrence 59,58: 45,03: 104,61!
William P. Madar 51,25( 45,03: 96,28
William G. Pryor 56,25( 45,03: 101,28:
N. Mohan Redd 56,25( 45,03: 101,28:
William R. Robertsor 54,58: 45,03 99,61t
John Sherwin, Jr 71,25( 45,03: 116,28:

The columns entitled “Option Awards”, “Non-Equitydentive Plan Compensation”, “Change in Pensiou&al
and Nonqualified Deferred Compensation Earnings! ‘&il Other Compensation” to this table have beanitted
because no compensation was reportable thereunder.

(1) Pursuant to the 2006 Non-employee Director Equlip PMessrs. Bersticker and Keithley elected tedef
100% of their compensation in the form of deferstztk units

(2) Values shown here for each director consist of ploation of compensation expense taken by Brush
Engineered Materials Inc. in its 2007 financiatetaents for equitypased compensation grants to that dire
See Note K to the 2007 consolidated financial statgs. These expenses relate to the 1,873 redtatriek
units awarded automatically on the day following #9006 annual meeting to each non-employee diracitr
the 979 restricted stock units awarded automagicallthe day following the 2007 annual meetingaohenon-
employee director pursuant to the Brush Enginebftatdrials Inc. 2006 Nc-employee Director Equity Pla

As of December 31, 2007 the aggregate number ok stwvards subject to forfeiture, and the aggregateber
of stock options outstanding, were as follows:

Restricted

Stock Options Stock Units

Albert C. Bersticke 10,00( 97¢
Joseph P. Keithle — 97¢
William B. Lawrence 9,00( 97¢
William P. Madar 10,00( 97¢
William G. Pryor 9,00 97¢
N. Mohan Redd: — 97¢
William R. Robertsor — 97¢
John Sherwin, < 4,00( 97¢

Annual Retainer Fees

Effective August 1, 2007, non-employee directoceiee an annual retainer fee in the amount of $8D,0
Non-employee directors who chair a committee receivadditional $5,000 annually, with the exceptiorhaf
Chairman of the Audit Committee, who receives aditawhal $10,000 annually. The Lead Director reesian
additional $15,000 annually. Members of the Audin@nittee, with the exception of the Chairman, reeein
additional $5,000 annually. Prior to the increasesugust of 2007, non-employee directors recei@e@nnual
retainer fee of $45,000.
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Equity Compensation

Under the Brush Engineered Materials Inc. 2006 Hmployee Director Equity Plan, (the “2006 Director
Plan™), non-employee directors who continue to sexs a director following an annual meeting of shalders
receive $45,000 worth of restricted stock unitsicltwill be paid out in common shares at the end ohe-year
restriction period unless the participant electg the shares be received in the form of deferi@ekaunits. These
restricted stock units are automatically grantedhenday following the annual meeting. The numbeestricted
stock units granted is equal to $45,000 dividedHeyclosing price of our common stock on the daigrant. In the
event a new director is elected or appointed, comstares will be granted on the first businessfdigwing the
election or appointment to the Board. This grantahmon shares will be equal to $100,000 dividethieyclosing
price of our common stock on the day the direca@lécted or appointed to the Board.

Deferred Compensation

Non-employee directors may defer all or a parhefrtannual retainer fees under the 2006 Direcizmn Bntil
ceasing to be a member of the Board. A director aisy elect to have restricted stock units or otheck awards
made under the 2006 Director Plan deferred indhe fof deferred stock units.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of February 2808, information with respect to the beneficialhanship of
Brush Engineered Materials common stock by eacbopeknown by Brush Engineered Materials to be the
beneficial owner of more than 5% of the commonlistby each present director of Brush Engineeredekitas, by
each named executive officer of Brush EngineereteNas and by all directors and executive officgf8rush
Engineered Materials as a group. Unless otherwidieated in the notes to this table, the sharehslifed in the
table have sole voting and investment power wisipeet to shares beneficially owned by them. Shthedsare
subject to stock options that may be exercisedimib days of February 28, 2008 are reflected énrthmber of
shares shown and in computing the percentage ahBEmgineered Materials common stock beneficiaimed by
the person who owns those options.

Number of Percent

Non-officer Directors Shares of Class
Albert C. Bersticke 35,955 (1)(2) *
Joseph P. Keithle 13,171 (2) *
William B. Lawrence 12,852 (1)(2) *
William P. Madar 27,353 (1)(2) *
William G. Pryor 12,852 (1)(2) *
N. Mohan Redd! 20,435 (2) *
William R. Robertsor 13,141 (2)(3) *
John Sherwin, Jr 20,177 ()(2)(4, *
Named Executive Officers
Richard J. Hipple 107,808(1) *
John D. Gramp 91,415 (1) *
Daniel A. Skoct 88,920 (1)
All directors and executive officers as a grougliding the Named Executive

Officers) (11 persons 444,07¢(5) 2.2%
Other Persons
Jeffrey Gendel 3,040,70((6) 14.9%

55 Railroad Ave., 3rd Floor

Greenwich, C1
Keeley Asset Management Cor 1,053,3647) 5.2%

401 South LaSalle Street

Chicago, IL

* Less than 1% of common stoc

(1) Includes shares covered by outstanding optionisedrie within 60 days as follows: Mr. Hipple 27000
Mr. Grampa 63,000 and Mr. Skoch 57,000; 10,00isth Messrs. Bersticker and Madar; 9,000 for both
Messrs. Lawrence and Pryor and 4,000 for Mr. Shrerile shares for Messrs. Hipple, Grampa and Skoch
also include performance restricted shares issnddrithe 2006-2008, 2007-2009 and 2008-201®s in the
amounts of 63,580; 20,543 and 20,072, respecti@sg.the Compensation Discussion and Analysis
(‘*CD&A™) on page 14 for further discussion of these pl

(2) Includes deferred shares under the Deferred ComafiendPlans for non-employee directors as follows:
Mr. Bersticker 13,675; Mr. Keithley 10,320; Mr. Lasnce 1,000; Mr. Madar 14,501; Mr. Pryor 1,000;
Dr. Reddy 19,456; Mr. Robertson 9,789 and Mr. Shey101.

(3) Includes 500 shares owned by Mr. Rober's wife of which Mr. Robertson disclaims benefiamainership
(4) Includes 1,429 shares owned by Mr. She’s children of which Mr. Sherwin disclaims benefi@anership.

(5) Includes 189,000 shares subject to outstandingmptield by executive officers and directors aret@sable
within 60 days and 104,195 performance restrictettes held by executive office
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(6) According to a Form 4 filed with the Securities &xthange Commission on February 12, 2008, Jeffrey
Gendell had beneficial ownership with respect @18,700 shares due to his positions and/or relsttips
with Tontine Capital Partners, L.P., Tontine Cadpilanagement, L.L.C., Tontine Partners, L.P., Tioati
Management, L.L.C., Tontine Overseas Associatés(L, Tontine Overseas Master Fund, L.P. and Tentin
25 Overseas Master Fund, L.P. Tontine ManagemehiCLis the general partner of Tontine PartnerB, L
Tontine Capital Management, L.L.C. is the genesaatner of Tontine Capital Partners, L.P. and Tan28
Overseas Master Fund, L.P. Tontine Overseas AdsgcialL.C. serves as the investment manager ttirfeon
Capital Overseas Master Fund. L.P., Tontine Overfead Ltd. and Tontine 25 Overseas Master Furil, L.
Mr. Gendell is the managing member of Tontine Mamagnt, L.L.C., Tontine Capital Management, L.L.C.
and Tontine Overseas Associates, L.L.C., and indfwacity directs their operatiot

(7) Keeley Asset Management Corp., a registered invastiedvisor, reported on a Schedule 13G filed whiéh
Securities and Exchange Commission on Februar2d@8, that as of December 31, 2007, it had solegot
and sole dispositive power with respect to 1,053 Sares

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requires ourctiims, officers and persons who own 10% or moreuof
common stock to file reports of ownership and clesrig ownership on Forms 3, 4 and 5 with the Sgesrand
Exchange Commission. Directors, officers and 10%reater shareholders are required by Securitié€anhange
Commission regulations to furnish us with copieslbforms 3, 4 and 5 they file.

Based solely on our review of copies of forms thathave received, and written representations by ou
directors, officers and 10% or greater shareholddrsf our directors, officers and 10% or greakareholders
complied with all filing requirements applicablettem with respect to transactions in our equitusées during
the fiscal year ended December 31, 2007, excepatharm 4 was filed four days late to report theender of
shares to pay taxes upon the vesting of restrtimek for John D. Grampa, executive officer, arktbem 4 reportin
one transaction for Albert C. Bersticker, directogs filed one day late.

EXECUTIVE COMPENSATION

COMPENSATION DISCUSSION AND ANALYSIS
Overview

The purpose of this overview is to explain and tdgrmat a macro level our compensation philosophy,
components, decision makers, and performance sesulR007.

First, the Company has a long-standing compensatidasophy of pay for performance. In addition to
attracting and retaining critical talent, we bedidhat setting preestablished incentive targetshaiding to them is
key. Not only have we had success in attractingratadning valuable executives, but we also hasteraonstrated
record of paying incentives only when significantgress of the business is achieved. In fact, oounal financial
incentive compensation plan has paid out only 56%hetime in the past ten years, and our three-gearlapping
long-term incentive plans have paid out only 40%heftime over the same ten-year period.

Second, our compensation components consist ofg@sean annual cash incentive, stock-based
long-term incentives (a three-year long-term inenplan driven by preestablished performance m&tgtock
appreciation rights and restricted shares), regrgrbenefits, health and welfare benefits and agemguisites.
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The following chart is an illustration of the rélet components, based on initial award valuesttferChief
Executive Officer's (CEO) compensation if the tar(©0%) levels for the 2008 annual incentive @ad the
2008-2010 Long-term Incentive Plan are achieved:

Parquisiles

Ralinement Relatsd 1%
Benafils (7%

Shock Apprescialion Rights
(12%}

Arm sl Incenties Plan
18%)

Third, in order to determine the magnitude of eafcthe compensation components, the Compensation
Committee (the “Committee”) hires a consultant vihperiodically charged with providing the Committeith a
total compensation analysis which compares the Gompo other manufacturers of similar size andth@io
companies for which we would compete for executalent. Using this information, the Committee desidipon th
level of base pay, annual incentive opportunity] Emg-term opportunities for top management. Reddished
targets are the result of the Committee determinihgt level of financial progress would be apprat&ifor payout:
The targets are meant to be challenging and aneulated with input from the CEO regarding businemsditions,
prospects, markets, etc.

Fourth, the Committee has relied on stock grargtead of cash awards in recent years to providg-temm
incentives and encourage officers to build shareeyghip. It has used a three-year long-term incergian with
predetermined financial targets, along with stogfraciation rights payable in shares and restristedes (both
three-year cliff vesting), to serve these objeivigeginning in 2007, the CEO added a seven-yddirgpperiod to
new awards of restricted shares to encourage reteafter vesting.

Finally, the financial performance in 2007 led &yputs from the 2007 annual incentive plan and the
Long-term Incentive Plan (LTIP). On a possible sazl 0 to 200%, the annual incentive plan, based on
preestablished targets, achieved a level of 1728aas based almost totally on an operating prafget, which
was determined to be approximately $64 millionZ607 net of adjustments versus $46 million for 2QG06early
40% improvement year over year. The 2005-2007 Lgefout, on a possible scale of 0 to 150%, paidabthie
150% level, which required exceeding the preesthbll cumulative operating profit of $130 milliom the 2005
through 2007 performance period, a compound argroalth rate of 26% from the $27 million operatingfit in
2004.
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The following chart illustrates growth in adjustgerating profit over the past five years:

T Adjusted Operating Profit

533

B 4

5 2D

£ in rmilllions

2003 2004 ' 2005 ! 2006 ' 2007

20

Note: Adjusted operating profit is shown as defif@dincentive compensation purposes and may diften
total reported operating profit due to certain &dds or deletions because of one-time special roenaes.

Obijectives of Executive Compensation Program

We reward our executives for both team and indi@igherformance in their specific roles within Brusdsed
on improved financial results from one year tornle&t. The objectives of the compensation prograsr(Brto
provide incentives to achieve short-term and snatdée profitability, while generating long-term ualgrowth for
shareholders and (2) to provide a standard, cotiygetiompensation and benefits package that allesm® compet
for the executive talent we need for our long-tewacess.

Total Compensation Philosophy — Pay for Performance

We met the first objective by following a philosgpbf providing a compensation package intendeddoige
above-average total compensation for above-tamgébmnance, and lower total compensation for léssHtarget
performance. We implemented this philosophy by fliog each executive a base pay at or near theandxdise
pay (50th percentile) for similar positions witldrgroup of comparable companies, as described b&l@combine
this median base pay with a coordinated combinaifannual and long-term incentive arrangementsate
intended to give each executive the opportunityam additional compensation based upon improvarfppnance.

The Committee also sets profitability goals andeofinancial targets (described below) above thrkeksh
measures. Among these measures are “targets” éesigrapproximate our average expected performanitkin
the pay philosophy, when those targets are rea&xegutives earn incentive rewards that are dedigmbe part of
a competitive total pay package. The Committee sé$s subjective, but measurable, individual task a
performance goals that, if met, will result in pagmhof another part of the competitive total pagkaae.

Once threshold financial performance is achievieelréwards for the executives accomplishing thgetad
levels of Company, team and individual performandeen combined with their median base pay, wilMute them
total compensation that approximates the mediath (3€rcentile) total pay for similar executive gimsis in
comparable companies. However, if group profitifpodind other financial measures exceed the taggetd set by
the Committee, executives will earn additional redigathat will make their total compensation for yle@ar above th
median for comparable company executives.

At the same time, the Committee designed the cosgiEm program so that executives receive no ingent
pay if performance, as measured by our profitabdit other financial measures, is below the mininamthreshold
expectations. Executives received awards in 2007.
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Along with base salary and incentive plans designdie competitive with comparable employers to ttiee
second overall compensation objective of providirgiandard, competitive compensation and benefitkaye, we
provide executives with retirement and deferredime accrual opportunities and health, life and oltemefit
programs.

Factors Influencing Compensation Decisions

All the members of the Compensation Committee rdependent, non-employee directors. The Committee
makes policy and strategy recommendations to tlegdBand has authority delegated from the Boardchfément
executive pay decisions; to design the base pagniive pay, and benefits for the top thirteen axees, including
the named executive officers and to administereguiity incentive plans. The Compensation Commi@tkarter is
available at www.beminc.com by clicking on the “@orate Governance” tab at the top of the page.

The Committee determines compensation elementpenfiormance goals for the named executive offiCBos.
do this, the Committee relies on several resouinekjding the services of Pearl Meyer & Partnarsjindependent
compensation consultant. In 2006, the consultaribpaed peer company surveys, extracted relevaat fdam
general published surveys and provided generalutiomg advice on base and total pay elements. TérarGittee
also relied on the Chief Executive Officer's recoendations of base, incentives, and total pay ferther named
executive officers and on similar recommendationalbof the named executive officers for the ottesr top
executives who are part of the Committee’s respilitgi In addition, the Committee reviews compidats of
overall compensation element values and totalsydiuolans and financial statements, and managergaotts on
our business activities.

Compensation Consultant and Comparative Survey Data

In 2004 and again in 2006, the Committee retaihedservices of Pearl Meyer & Partners to conduct a
competitive pay analysis for the top Brush exeasj\uncluding the named executive officers. The Gittee
approved upper managementéquest to also use the services of Pearl Meyaigners in a similar competitive |
analysis for the next level of top managers beybinde within the Committee’s direct responsibility doing so,
the Committee determined that providing only thii®éted services to upper management did not imiter
consultant’s independence in its services to the@itee.

In addition to the competitive pay analysis, therBattee retained the compensation consultant tesasthe
effectiveness of the current long-term incentivasnhanagement. The Committee also requested simuefiiom
the consultant for possible alternative designddog-term incentives in the context of (i) curremarket trends,
(i) the implementation of FASB Statement No. 123(Share-based Payment” and (iii) the effect @& dyclical
and sometimes unpredictable nature of our busisess¢he ability to set performance goals that balleffective
over the long term.

Pearl Meyer & Partners based the competitive payyais, used to set base salary and total payttarge two
sources of information. First, Pearl Meyer & Partngurveyed a selected peer group of companie@Qdd and agai
in 2006. Second, the consultant provided infornmafiom published surveys by Mercer Human Resource
Consulting (U.S.Executive Benchmark Database (2006) ), Watson Wyatt Worldwide Top Management
Compensation Survey (2006-07) ), and three other private surveys.

The Committee selected the peer group of compasied in the pay analysis with the assistance of the
compensation consultant by applying criteria tantifg those companies of similar size and compieaitd thought
to be competitors for the executive talent soughte retained and rewarded; reported annual revainue
approximately 50% to 200% of our expected reveou@®07; business-to-business operations, wittsgalether
companies rather than the ultimate consumer; ahdable-goods manufacturing focus, with an oriéntatoward
specialty products and advanced materials, paatiguvith an emphasis on consumer electronics.

The resulting group selected consists of: Carpefgehnology Corporation (CRS); Varian Medical Syste
Inc. (VAR); Novellus Systems, Inc. (NVLS); Lone Bfgechnologies, Inc. (LSS) (recently acquired
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by U.S. Steel Corporation); OM Group, Inc. (OMG)bfaltar Industries, Inc. (ROCK); Hexcel Corporati@iXL);
MEMC Electronic Materials, Inc. (WFR); Linear Teaiagy Corporation (LLTC); Minerals Technologies Inc
(MTX); A. M. Castle & Co. (CAS); RF Micro Devicefjc. (RFMD); Titanium Metals Corporation (TIE); Aman
International Corporation (AMN); Komag, Incorporatt OMG) (recently acquired by Western Digital C9rp
Hutchinson Technology Incorporated (HTCH); Techudjtinc. (TNL); Intersil Corporation (ISIL); AMCOL
International Corporation (ACO); Coherent, Inc. (@R); FLIR Systems, Inc. (FLIR); and KEMET Corporati
(KEM).

The Committee used the information collected onpier group of companies and from the publishedegsr
to determine base salary and both annual and lemmg-@award amounts as part of a competitive totalgaackage.
The target for both base pay and total direct pay the median or the 50th percentile of the congsamgpresented
in the published survey data used by the consulkatddition, the Committee used the median oh p@trcentile of
total pay among chief executive officers and chireincial officers of the peer group of companies/eyed as an
additional checkpoint in determining the approgriamounts of annual and long-term awards withita t
compensation pay opportunity for the executiveddaget or “average” performance.

Management Participation in the Process

Management plays a significant role in the compmsalecision process. The Chief Executive Officer
counsels the Committee regarding evaluation op#réormance of the named executive officers, athan himself,
as well as recommending base salary and stock dewets and performance targets and objectivebdtr annual
and long-term incentives for them. In addition,ta# named executive officers provide similar eatibns and
recommendations for the other members of the tegutive group for which the Committee is directhgponsible.
Furthermore, the named executive officers are mesipte for directly managing the compensation paotg for the
rest of the upper management group beyond thexteguéives and, in turn, for the rest of Brush. Bexis by the
Chief Executive Officer and the other named exe&eutifficers regarding compensation elements anipeance
goals for those other members of upper managememéegewed and approved by the Committee.

Timing and Context of Compensation Decisions

Under its charter, the Committee meets as frequasthecessary to carry out its responsibilitide T
Committee met seven times in 2007, all without nggnaent present during executive session.

Compensation decisions generally are finalizedhénfirst quarter of each year, usually in Februbmaddition
to setting base pay, as described below, the Cdaeerétstablishes goals for the Chief Executive @fficonsistent
with our overall business goals, as set by the @aéter a review of performance for the prior year.

Each year's decisions for setting compensatioretarfpr each annual and three-year measuring par@ed
based on our business needs, goals and envirorionghat year. In making those decisions, in additio the advic
and peer company survey provided by its compensatosultant, the Committee may review financigors on
performance versus budget; status reports on asient of objectives; estimated grant-date valugsafosed
stock compensation grants, based on the Black-8shalluation methodology where appropriate; workthe
containing summaries of the total compensatiomefrtamed executive officers, including base satamgual and
long-term cash and non-cash incentives, equity dsygorerquisites and other compensation.

The Committee takes into account specific busiresges identified by the Board, the Chief Execu@féicer
and other members of management in periodic repmttee Board in the setting of specific tasksssue-oriented
goals.

The Committee annually reviews the strategy fonting compensation opportunities based on our néaats
example, beginning in 2007, the form of restricdbdre grants was changed to increase the focusraiark value
growth and to help better ensure the retentiom@itamed executive officers, regardless of
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whether the business cycle is up, but more imptytarhen the business cycle is down. Restrictetssigrants vest
after three years of service with us, with the adstgpulation by the CEO that the net, after-tarber of vested
shares must be held, with limited exceptions, foadditional seven years of service by the namedwive

officers, before they may be sold or transferrdds Bpproach encourages the executives to stagdodoon
maximizing the value of those shares for themsedwekall other shareholders. These grants replaaéof the
value of the stock appreciation rights grants tzat been part of the compensation package in tte pa

The Committee also sets annual performance goatisith coordinated with a targeted payout, the atnoiu
which is based on competitive pay levels determinah both published surveys and independent survey
information described above.

Accounting and Tax Effects

The Committee considers both the financial repgréind the taxation of compensation elements iddtssion-
making process. The Committee seeks a balance betwe best interests, fair treatment of the exeesit
minimizing taxation of the compensation offeredhe executive and maximizing immediate deductihilit

The Committee designed the severance plans fexatiutives, except the named executive officersgedace
amounts payable that otherwise would have beeresutgj an excise tax known as “excess golden patach
payments” as defined under Internal Revenue Cod@se280G. The Committee also is aware that lratern
Revenue Code section 162(m) limits deductions donmensation paid in excess of $1 million. In regegithe
Committee designs much of the total compensatickame of the named executive officers to qualifytfe
exemption of “performance-based” compensation ftoendeductibility limit. However, the Committee eeges the
possibility that it may choose to design and usapensation elements that may not be deductiblemilte rules o
Internal Revenue Code section 162(m), if those etémare in the best interests of Brush.

Total Compensation Mix

As a result of our long-standing pay-for-performapbilosophy and policy of paying at the market imedthe
Committee has set current fixed-cash paymentseifidim of base salary as a smaller part of totalpensation,
especially for the named executive officers. A tgeaortion of the named executives’ total pay tstef variable
pay through both annual award opportunities inMamagement Performance Compensation Plan and ppearta
three-year performance award opportunities in thieg=term Incentive Plans, or LTIPs, and throughglterm
stock-based grants. LTIP grants generally are 5D8teolong-term opportunities offered to the naredcutive
officers each year. Generally, stock grants arether 50% of these long-term opportunities foreRecutives. The
Committee found the mix of fixed pay to variable/ iacentives to be similar to the median of comphlra
companies in the private and published surveys sttt competitive pay analysis discussed aboVEaators
Influencing Compensation Decisions.”

Current and Long-term Cash and Long-term Non-cash Mix

Because of lower stock values in past years, tharfittee believed at the time that cash was a betttivator
and a better means to retain key executives tlomk-$tased programs. As a result, most incentives wesigned to
pay out in cash. Therefore, the LTIP grants pytlate before 2005 provided more cash and cash-based
compensation opportunities. Since then, LTIPs lpaogided a larger proportion of awards that arel fraistock or
paid in cash, but based on stock value. For exartipe2005-2007 LTIP paid in cash, but the amoticash was
determined by stock value at the time the awardemased. The 2006-2008 LTIP is designed to payeifopmance
restricted shares for performance up to target,lewel in performance shares (which are paid ih)cts
performance beyond target. As a result, finan@alits are still required to earn the awards, leivalue of the
awards, whether distributed in stock or cash, lea®ime increasingly dependent on stock values.
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We do not have any ownership guidelines or requerésifor the named executive officers. The Committe
intends ownership of restricted shares to incréasexecutives’ exposure to a loss of value, shthédstock value
fall below that on the date the shares were granted

Other Elementsin the Compensation Mix

In addition to fixed, current cash, variable cutreash incentives, and long-term cash and stoaniies, we
also provide the named executive officers withtiasic life, health and disability benefits providedall other
salaried employees. Beyond those mash benefits, we have provided other discretioaanual cash awards in i
of a supplemental retirement benefit plan for camed executive officers, explained later under tidéAwards.”

Severance Payments

The compensation package of each named execufigeradlso provides for special payments and acatsd
vesting of other compensation opportunities upomiteation of employment or in specified circumstasthat
result in a significant reduction of duties or cgas in working conditions. If the executive resignis
employment is otherwise terminated (other tharcérse) at any time up to one month after the ansavg of a
change in control, he will receive three-year samee benefits, as described below under “Othemfiatd®ost-
employment Payments.” The executive also will ree¢hese severance benefits if the Board deterntiadsis
duties have been significantly reduced or thatrothanges have occurred negatively affecting higlepment
conditions within that same time period. The exieudlso receives these benefits if any such ermpéoy change
occurs during discussions with any third party tlesults in a change in control.

Aside from a change in control, each named exeeutficer also is provided with two-year severaheaefits
in the event of the executive’s involuntary terntioa of employment by us, other than for causerosg
misconduct, or if he resigns as a result of a rédndn his salary or incentive pay opportunityoyided that such a
reduction in salary or incentive pay opportunityat part of a general reduction in compensatiguoojinity for all
officers. This agreement was adopted at a timeaosition to a new CEO. The objective was to helfuse the
continued employment of each named executive offt®ugh and beyond this time of change.

The Committee believes these agreements are antanppart of the total executive compensation mix,
because they protect our interest in the contirauiiy stability of the executive group. The Comreittdso believes
that the change in control agreements reduce theugixes’ interest in working against a potentizmege in control
and help to keep them focused on minimizing inf@iians in business operations by reducing any aoiscihey
may have of being terminated prematurely and witltause during any ownership transition. In excleaegch
executive agrees not to compete while employedmtvwfo years after an involuntary termination ofpgoyment;
not to solicit any employees, agents, or consudtémterminate their relationship with us; and totect our
confidential information. Each executive also assitp the Company any intellectual property rightany
discoveries, inventions or improvements made wénitgloyed by us or within one year after his emplegm
terminates.

A new agreement feature, for a change in contriyl,avas adopted by the Board in February 2007 apdin
“gross up” provision for the “parachute tax” undlee Internal Revenue Code section 280G. The “patadiax”
applies to separation compensation beyond a detedwiap as defined under 280G. In calculating #ipe average
W-2 compensation for the prior five years is udede to the fact that the CEO is new to his role @edcap would
be determined by his compensation in a lesser @gpand since the Company had been in a turnarsitndtion
for the prior five years, it was decided that aosg up” feature was appropriate. However, based tips logic, the
Board also adopted the “gross up” feature so thabuld automatically end five years after adoption

Setting Goals and Performance Measures

The Committee has designed our compensation progriamarily to reward efforts of the executives thegult
in improved financial success for us.
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The Committee sets performance targets that aireast to be competitive in the market for the augnyear
and designed to meet shareholders’ expectationsufofinancial performance. Beyond that, the Cortenisets
levels at and beyond which the executives will ieeenaximum rewards for the measurement period.

Goals have been focused on annual and cumulateeatipg profit and management of return on invested
capital for the past few years. The Committee lveBahese goals are the key factors for our suatdhss time.
Although the Committee makes its best effort inisgtthese goals for the next year and three-yedogs, the
volatile nature of the uncontrollable external Es@ffecting our business environments, such aal metrkets and
certain regulatory and legal matters associateld @t business, make it difficult to assess théabdity of
achieving those goals from one year to the next.

In addition to our financial goals for both annaab long-term incentives, the Committee sets inidiad, job-
specific goals for the Chief Executive Officer. Bhegoals are intended to focus the individual etveewn tasks
important to our success that must be accomplishedme degree in the next year. The accomplishofahese
goals is a measurable, objective result. The valdbe reward for accomplishing the goal is detewdiat the
discretion of the Committee, subject to consultatioth the Governance and Organization Committée T
Committee’s determination is based on the quafithe accomplishment of the tasks and the valubetasks, as
accomplished, to Brush.

The 2007 individual goals for the named executiffieers included: improved shareholder value, peddly
increasing the size of the Company, improving sssio® planning and organizational developmentgiasing our
Asian business base and improving corporate-wid&ensys.

Reported financial results considered to be fimal @onclusive for determining eligibility for andentive
payout are based on the financial statements albjt@ur independent registered public accountimg. f
Executive Compensation Elements

To meet our objectives and reward executives faralestrating the desired actions and behaviors, we
compensate our executive officers through:

* base salary

« Annual Management Performance Compensation Plamg@atg;
« Long-term Incentive Plans paymen

« stock-based compensation grar

« discretionary awards and bonus

* pension benefits

» special awards

» Savings and Investment Plan contributic

» Executive Deferred Compensation Plan Il contritsi

« health and welfare benefits, such as medical experisbursement, health and life insurances, ekecut
physicals, and disability benefits; a

 perquisites, such as club dues and financial pransérvices

The following is an explanation of the reasons gaahelement is included in the total compensabackage
of an executive; the intended value, targeted coithgelevel and targeted portion of total compeiwafor each
pay element; the reasons behind that targeted vednepetitive level and proportion of total paydahe interactior
if any, of each pay element with the other pay elets
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Base Salary

Effective January 1, 2008, the Committee incredsest salary for 2008 by 4% from $655,000 to $681f20
Mr. Hipple, as Chairman, President and Chief Exgeudfficer; from $330,000 to $343,200 for Mr. Graa as
Senior Vice President Finance and Chief Financféit€r; and from $315,000 to $327,600 for Mr. Skpak Senior
Vice President, Administration, to approximate aadrase salary increases for similar positiongtetro
manufacturing companies.

Base salary directly affects the determinatiorifefdnd disability benefits, which are set as atipi@ of base
pay, and is taken into account in the pension ligioemulas and is the base for deferral and matgleiontribution
calculations for retirement benefits. Base salagl$o used as the basis for calculating annuahihe awards, as
described below, and in calculating payments thet be paid upon a change in control, as describihhin
“Other Potential Post-employment Payments.”

Management Performance Compensation Plan

Annually, we establish performance goals for thenbgement Performance Compensation Plan for the
following year. These goals are generally aggresdiiese goals have not always been met, resifting awards
being paid out in some years.

The Committee set both objective quantifiable gaald subjective goals for 2007. Objective goalshased
solely on financial measures, and payouts are ledtmlias a percentage of base salary, which Viayiesecutive.
The target payouts as a percentage of base p2p@arwere 65% for Mr. Hipple, 45% for Mr. Grampadal0% fo
Mr. Skoch. Results were weighted 90% on achievamgeted levels of operating profit for the enti@n@any and
10% on return on invested capital. Payouts for 208 at 178% of target, based on operating paofit 119% of
target for return on invested capital, for a comblipayout of 172%.

The 2007 maximum (200%) operating profit goal weeeptablished at $65.8 million, which was an
improvement of 45% over the operating profit in @0The adjusted operating profit achieved was $68l8on,
40% over the operating profit in 2006. The targgtEaD%) return on invested capital was 11.1%, areimse from
the 2006 return on invested capital of 10.3%. Tdjasied return on invested capital for 2007 wagd%l.These
numbers are occasionally adjusted at the discrefitine Committee due to special circumstancesnane-time
events, and can be either increases or decreasesdported numbers.

Awards for subjective goals are payable only ie#rold financial performance is achieved. Oncehheshold
financial performance for Brush is achieved, attaént of subjective goals may result in awards etpuap to 14%
of base salary and vary relative to the resporis#slof the executive involved and the performafoais desired fc
the year. For example, goals for the named exexufificers might include profitably increasing thiee of the
Company, improving corporate systems and proceesganizational development, growing new markdts, e
Whether and to what level these goals are met drad reward should be assigned to these goalsesndieted at th
discretion of the Committee.

For 2007, by decision of the Committee in consigdtatvith the Governance and Organization Committiee,
Chief Executive Officer received an individual adaf 14% and the other named executive officerseveevarded
12%. These annual awards are considered part @btheensation taken into account in the pensioefiten
formulas and are the base for deferral and matatomgribution calculations for other retirement efts. They also
may affect calculation of payments that may be p@ain a change in control or other potential sevaggayments,
as described below in “Other Potential Post-emplkayhiPayments,” but generally are not designedfexathe
value of any other compensation elements of theedaewecutive officers.

Long-term Incentive Plans

Each year, we establish a three-year performaragetplpromote the long-term goals of our busingssating
units and the cooperation of those units towardeadtg the overall Brush goals. The rewards fori@ghg results
under these overlapping LTIPs vary by each three-period and by named executive officer. For eaatutive,
however, the LTIP award is designed to provide loalk-of the long-term incentive
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opportunity for target performance for the measypariod. The other half of the long-term incentb@oortunity is
intended to come from stock-based grants, discusskedv under “Stock-based Compensation Grants.”

In 2005, the Committee established an overlapgingetyear LTIP using performance shares under @@/ 1
Stock Incentive Plan with management objectivegtbas cumulative operating profit with a performaperiod
from January 1, 2005 through December 31, 2007 .atheal cumulative operating profit for the 2008otigh 2007
performance period exceeded the maximum (150%gtafg$130 million cumulative operating profit. Agesult,
the participants earned the maximum number of pedace shares originally granted at the beginnfr2p65.

In 2006, the Committee established another oveitgpihree-year LTIP using both performance restdct
shares and performance shares under our 2006 Bimehtive Plan, which we refer to as the 2006 Rhth
management objectives based on cumulative operptofy for the period from January 1, 2006 through
December 31, 2008. Payments under this LTIP wiliMaele based solely upon performance results fdiuththree-
year LTIP period, with ni“banking” of amounts for interim results. Payoutdl tve determined for performance
measured through 2008, payable in early 2009. Tdrerfittee designed the awards so that, once taget |
performance is attained and the performance restirighares are earned, results above the targatednill be
rewarded with cash earned from performance sh@ihesintended result is that the cash realized owvedarget
performance may be used to help pay income taxesiased with the performance restricted shareseéatn this
way, the Committee has provided the opportunitynfiore of the shares earned to be retained by theutixes, afte
taxes are paid on the total incentive awards earned

In 2007, and again in 2008, the Committee estaddisiverlapping three-year LTIPs using both perforcea
restricted shares and performance shares und@006rPlan, with management objectives based on lativei
operating profit for the period from January 1, 2@0rough December 31, 2009 and January 1, 2008ghr
December 31, 2010. Payouts, if any, will be payabkarly 2010 and 2011, respectively. The Committesigned
the awards so that, once target level performameagtained and the performance restricted shaeesagined, results
above the targeted level will be rewarded with perfance shares. A preestablished cumulative opgrptofit
threshold must be met before any payout is attaided/ever, should the cumulative operating prdifieshold not
be met, and Brush'’s stock performance during theetlyear performance period is in the top quactimpared to
the Russell 2000, then a payout can be made, bypabthe threshold (25% of target) level.

At target levels of performance, the Committee giesil these awards to provide approximately 35%0% df
total compensation for each executive officer far year in which the performance period ends. Thesmunts are
taxable when paid and may be part of the compeanrstdken into account in the pension benefit foamw#nd used
as the base for deferral and matching contributedoulations for other retirement benefits. Gergr#éhey are not
included in compensation for purposes of deterngiginy other benefit amount, except that they méscaf
calculation of payments that may be paid upon agééan control or other potential severance paymers
described below in “Other Potential Post-employnteagments.”

Stock-based Compensation Grants

The 2006 Plan was approved by the shareholdersrgridmented in 2006 to replace the 1995 Stock ltieen
Plan. To provide the greatest planning flexibiligyants under the 2006 Stock Incentive Plan mag vakious form:

As with the 1995 Stock Incentive Plan, restrictbdre grants and stock appreciation right granteutick 200¢
Plan generally will be made in February each yedrwill be used to provide one-half of the namedaexive
officers’ total long-term opportunity. As noted afeg the other half of the long-term award oppotiuxalue is
provided through performance-based grants unddrThes, pursuant to the 2006 Plan.
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For 2007, 25% of the overall long-term opportunitys in grants of stock appreciation rights and &6 in
restricted stock shares. These restricted shaikgest in 2010 after three years of service, lith added stipulatic
by the CEO that the net after tax shares be hetiddypamed executive officers while they are emgdofpr an
additional seven years before the shares may deosttansferred.

Said differently, the total long-term opportunityr ieach officer is comprised of 50% LTIP (performoan
restricted shares and performance shares), 25% appreciation rights and 25% restricted shared afirthese
components are pursuant to the 2006 Plan.

Grants pursuant to the 2006 Plan are part of thahla compensation that is an essential elemettiteofotal
compensation package of the named executive affidére Committee intends the grants to serve antives to
the executives both to increase the value of aagksand to remain in our service.

The number of stock-based grants currently helddmh executive is not always taken into considamati
making new grants to that executive. The relatiziei@s of base salary and total compensation amamgarable
companies in the survey data used, as discusse@,adr@ the greater determining factors in settiegong-term
incentive amounts, along with consideration ofékperience and responsibilities of the executive.

Generally, restricted shares and stock appreciaitrts are not included in compensation for pugsosf
determining any other benefit amount, except they tmay affect calculation of payments that mapdid upon a
change in control or other potential severance ays as described below in “Other Potential Pogiteyment
Payments.”

Discretionary Awards and Bonuses

The Committee considers that special discretioaargrds in stock or cash may be useful in the chse o
extraordinary events or to reward extraordinanfqrerance beyond the events anticipated in goalarsidtr the
Management Performance Compensation Plan and tig-iteom Incentive Plans.

Pension Benefits

The primary vehicle for providing retirement compation to all employees is the Brush Engineerecehids
Inc. Pension Plan, which we refer to as the qulifiension plan and is a defined benefit planttinamed
executive officers participate in the qualified pem plan as part of their competitive total comgaion package.
Before June 1, 2005, the benefit formula was 50%naf average earnings over the highest five contsee years
minus 50% of the annual Social Security benefihwlite result prorated for service less than 35syd#fective as ¢
May 31, 2005, we froze the benefit under the pisomula for all employees including the named exieewofficers.

Beginning June 1, 2005, the qualified pension fdamula was reduced for all participants including
Messrs. Hipple, Grampa and Skoch to 1% of eachsyeampensation, as defined in the qualified pemgian. The
retirement benefit for these individuals will beuadjto the sum of that earned as of May 31, 20@bthat earned
under the new formula for service after May 31,208owever, because the amount of compensationtagntbe
included in the formula for calculating pension bfits and the amount of benefit that may be accatedl|in the
qualified pension plan are limited by the InterRalvenue Code, the named executive officers willaotive a
benefit from the qualified pension plan equal to dRtheir total pay.

The limitation of the qualified pension plan bebefiay be taken into account by the Committee in@simg its
discretion on the determination of any amountsidéel to supplement retirement income for the naexedutive
officers, such as the discretionary monetary awgrdated for 2007. The benefit accumulated undeqtralified
pension plan does not affect any other elemenbwipensation for the named executives, except testtent it is
included in the calculation of payments that may#iel upon a change in control or other potengsksance
payments, as described below in “Other Potentiat-employment Payments.”
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Special Awards

As mentioned above, the named executive officellswi receive a full benefit from the pension plagcause
the amount of compensation that may be taken ittount and the amount of benefit that may be actatetliin thi
qualified pension plan is limited by the Internavenue Code. We do not provide a contractual soppiéal
retirement benefit to our named executive officétsts December 3, 2007 meeting, the Committeeaiged its
discretion to authorize special awards in lieu stipplemental retirement benefit plan for Mr. Hpl the amount
of $163,750, for Mr. Grampa in the amount of $62,88d for Mr. Skoch in the amount of $88,625, &livbich
were paid in January 2008.

The amounts of these payments, which were the sartteose authorized in 2006, were derived by making
assumptions regarding future anticipated earningsaatuarially calculating a present value beregfitivalent to
what would have been accrued if we had a suppleahesttrement benefit plan in effect. This calcidatused the
reduced pension plan formula for all service dffay 31, 2005. The Committee added an additional yiears of
service to the calculation as part of Mr. Hippleigerall compensation package upon his becomingfEsiecutive
Officer. No obligation exists for future special aws of any type.

These payments may be taken into account in caileglfuture supplemental retirement amounts, if argy
awarded. They also may affect calculation of payisidmat may be paid upon a change in control cergtiotential
severance payments, as described below in “OthenkRal Post-employment Payments,” but generakyrant
intended to affect the amounts of any other comgutaas element for the named executive officers.

Savings and | nvestment Plan

Another vehicle for providing retirement compensatio all employees is the Brush Engineered Mdtehe.
Savings and Investment Plan, which we refer thhast01(k) plan and which is a defined contributitam. All of
the named executive officers participate in thaphs part of their competitive total compensagiackage.

The 401(k) plan offers the executives and all o#raployees the opportunity to defer income. In thoidj we
make a matching contribution to each employee epua% of the first 6% of compensation deferredhsy
employee. However, the compensation that may be ins@pplying any deferral election or matching teitaution
percentage is limited by rules in the Internal RexeCode. In 2007, that limit was $225,000.

This compensation element is tax-deferred andtisntended to affect the value of any other compé&or
element, but the amount of contributions that maynade under the 401(k) plan may affect calculatigpayments
that may be paid upon a change in control or gbloégntial severance payments, as described belt@ther
Potential Post-employment Payments.”

Executive Deferred Compensation Plan || (EDCP 11)

In 2004, the Committee established the EDCP lepace the Key Employee Share Option Plan (*KESOP”)
which is described in the section entitled “200hwalified Deferred Compensatiob&low. The EDCP Il provide
an opportunity for the named executive officergléfer a portion of their compensation. The EDC&4b provides
a nonelective deferred compensation credit to Xeewive’'s account from us in an amount equal tod3%he
executive’'s annual compensation above the qualffiad limit. The limit for 2007 was $225,000, asetenined
under the Internal Revenue Code. The Committeeiderssthis contribution part of a competitive total
compensation package and intends it to be a rapkefor the loss of any 401(k) plan matching dbuotion that
otherwise would have been attributable to the excempensation over the required limit. Earningscaedited to
each executive’s account based on that executii@Ee of investment options from a list providscdtie
Committee.

This compensation element is tax-deferred andtisntended to affect the value of any other compé&aos
element.
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Health and Welfare Benefits

As part of their competitive total pay package, éiecutives participate in the group life, healtld disability
programs provided to all of our salaried employ&esept for periodic executive physicals, no otsecial health
or welfare benefits are provided for the named etiee officers.

Almost all of the value of these benefits is natatsle and does not affect the value of any otremehts of
compensation for the named executive officersiiey may affect calculation of payments that maypde upon a
change in control or other potential severance gays; as described below in “Other Potential Pogtleyment
Payments.”

Perquisites

We pay for financial planning services, to a maximaf $5,000 each year, and annual dues for vadtus
memberships for the named executive officers. @heinberships are subject to Committee review. Thar@ittee
believes that such memberships provide the namecluéxe officers with important contacts within thesiness ar
local community and provide a controlled and pesiplace for business entertainment needs.

These benefits are included in taxable income dandot affect the determination of retirement béseT hey
are not expected to affect the value of any otlements of compensation for the named executivieesH, except 1
the extent that they may affect calculation of paxits that may be paid upon a change in controfrargotential
severance payments, as described below in “OthtenRal Post-employment Payments.”

Stock-based Compensation Grant Procedures

The Committee generally awards grants of stockdbasenpensation in the first quarter each year, llysim
February. Exceptions to this would be grants mammshareholder approval of a new stock-based@lgnants as
part of a total compensation package to supportitireg or promotion of a key executive.

Among these grants, stock options and stock apgtienirights are granted only to our top thirtezaaaitives,
who include the named executive officers and whoasgributions and skills are considered criticabtw long-term
success.

The Compensation Committee is solely responsibi¢hi® grant of stock-based awards. In Februar00¥2he
Committee adopted the following Stock Award Admirdasve Procedure Guidelines related to the varfouss of
stock award grants approved by the Committee.

Stock Award Administrative Procedure Guidelines

1. All stock option grant exercise prices, stock apjaton rights or the price used for a grant offpenancerelatec
common shares shall be approved by the SeniorRfiesident, Administration and Vice President, Tueaisand
Secretary

« The date of grant and pricing shall be in accordamith the underlying stock ple

« The fair market value price shall be the closinggas quoted in the Wall Street Journal or if\fthall Street
Journal is not available on Yahoo! for the datefthievalue is determine

« If a particular stock plan provides for a methogud€ing other than the closing stock price thechsother
method must be used in accordance with that

» The Board resolution for a particular grant sha# the plan, date and source of pricing ¢

2. The list of recommended options, stock appreciatigints, restricted shares, performance restrisketes and
performance shares to be awarded by individuahfmroval shall be submitted through the Senior Wicesident
Administration.

« The Senior Vice President, Administration shallsar the list to the Committee for appro
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« The Senior Vice President, Administration shall eakich changes to the list as discussed and agpbgve
the Board and will provide the final list to thecetary of the Company for filing as an Exhibith@ minute:
of the meeting

» The Treasurer shall prepare the form of agreenfentsach individual with an awal
» The Treasurer shall reconcile the agreements tBdlaed Exhibit prior to distributio

3. The Secretary shall maintain a permanent reabtice above for each series of awards.

COMPENSATION COMMITTEE REPORT

We have reviewed and discussed with managememmtbgoing Compensation Discussion and Analysis.
Based on our review and discussion with managemenhave recommended to the Board of Directorsttieat
Compensation Discussion and Analysis be includebigproxy statement and in our Annual Report on
Form 10-K for the year ended December 31, 2007.

The foregoing report has been furnished by the Gorsgtion Committee of the Board of Directors.
N. Mohan Reddy (Chairman)
William P. Madar
William R. Robertson
John Sherwin, Jr.

Notwithstanding anything to the contrary as sethfan any of our previous filings under the SedastAct of
1933, as amended, or the Securities Exchange A4, as amended, that incorporate future filimgduding this
proxy statement, in whole or in part, the foregoBmmpensation Committee Report shall not be incared by
reference into any such filings other than our AadriReport on Form 10-K for the fiscal year endeaddmeber 31,
2007.

2007 SUMMARY COMPENSATION TABLE

The following table sets forth information concemithe compensation of our Chief Executive Offiaed our
other named executives who served in such capaditigng the fiscal years ended December 31, 26672806
(the “Named Executive Officers”):

Change in
Pension
Non-Equity Value and
Incentive  Non-qualified

Stock Option Plan Deferred All Other

Name and Salary(1) Bonus(2) Awards(3) Awards(4) Compensi Compensation Compensatior Total

Principal Position Year ($) ($) $) ($) tion ($)(5) Earnings ($)(6' ($)(@) ($)

Richard J. Hipple 2007 649,05¢ 163,75( 592,97¢ 252,35! 1,512,03 14,94¢ 67,48¢ 3,252,61.
Chairman, President and Ch 200€ 448,61' 163,75( 386,63! 101,44: 702,18° 14,547 225,39t 2,042,571
Executive Officel

John D. Gramp 2007 328,47 61,88. 187,88. 85,471 829,08( 20,19¢ 41,42¢ 1,554,40!
Sr. Vice President Finance a 200€ 289,41¢ 61,88: 186,26t 36,36¢ 369,83¢ 18,61« 260,00¢ 1,222,39:
Chief Financial Office

Daniel A. Skoct 2007 314,04¢ 88,62t 192,43: 84,47¢ 788,58( 24,54¢ 47,99« 1,540,70:.
Sr. Vice Presiden 200€ 289,41¢ 88,62t 187,17( 36,36¢ 377,62: 23,97( 288,12. 1,291,29:

Administration

(1) “Salary” includes deferred compensation to the Kpplan in the amounts of $18,500; $13,500 and SXD,
for Messrs. Hipple, Grampa and Skoch, respecti\

(2) In 2007 the Compensation Committee again exerdiseatiscretion to authorize special awards in béa
supplemental retirement benefit pli

(3) This column represents the dollar amount recogrfiaefinancial statement reporting purposes witkpect to
the 2007 fiscal year for the fair value of perfonoa restricted shares (PRS), performance sharg¢a(ieS
restricted stock (RS) granted in 2007 as well & fiiscal years, in accordance w
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SFAS 123(R). Pursuant to SEC rules, the amountsrsleaclude the impact of estimated forfeituresteslao
service-based vesting conditions. At the time ef2B06 grant, the Fair Market Value was definedheyplan as
the average of the high and low of Brush Engine&atkrials common stock prices on the date of gréim
first amendment to the 2006 Stock Incentive Plaanged the definition of Fair Market Value to thesthg price
of the common stock. For the 2007 grant of PRSRfaidthe fair market value was determined by thsimdp
price of Brush’s common stock on the date of griot.additional information, refer to Note K of the
consolidated financial statements in the Form 1f@#khe year ended December 31, 2007, as filed ththSEC.
See the “Grants of Plan-Based Awards” table foorimfation on awards made in 2007. These amountctdfie
Company’s accounting expense for these awardsgamdt correspond to the actual value that will be
recognized by the named executiv

(4) This column represents the dollar amount recogrfiaefinancial statement reporting purposes witkpect to
the 2007 fiscal year for the fair value of the &tappreciation rights (SAR) granted to each ofrtamed
executive officers in 2006 and 2007 in accordanitk 8FAS 123(R). Pursuant to SEC rules, the amounts
shown exclude the impact of estimated forfeituetated to service-based vesting conditions. Foitiaddl
information on the valuation assumptions with respe the 2007 grants, refer to Note K of the cdidsted
financial statements in the Form 10-K for the yemded December 31, 2007, as filed with the SECti8ee
“Grants of Plan-Based Awards” table for informatimm SAR granted in 2007. These amounts reflect the
Company’s accounting expense for these awards ametdcorrespond to the actual value that will be
recognized by the named executiv

(5) The amounts represent the payments made in Fel20a8/for the Management Performance Compensation
Plan (MPC) and th2005-2007LTIP as follows:

2007 200£-2007

MPC LTIP Total
Richard J. Hipple $823,99( $688,04¢ $1,512,03
John D. Gramp 295,02( 534,06( 829,08(
Daniel A. Skocf 254,52(  534,06( 788,58

(6) Amounts in this column represent the change inipanglue for the year 2007 and earnings in exoéss
120% of the long-term applicable federal rate fieefduring 2007 for the KESOP and EDCP Il plans
discussed in detail starting on page 34 of thixypsiatement

(7) For all the named executive officers, “All Otherm@eensation” for 2007 includes the Company matdhéo
401(k) plan, reimbursement of club dues and a Compantribution to the EDCP II. For Mr. Hipple, blu
dues were $18,331. In addition, “All Other Compeiuse includes financial planning fees paid for
Messrs. Hipple, Grampa, and Skoch, group ternpliéamiums for Messrs. Hipple and Grampa and the
Compan’s contribution to the Health Savings Account for. Bkoch.
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2007 GRANTS OF PLAN-BASED AWARDS

We currently are utilizing three incentive planatthrovide executives opportunities to earn casstark
compensation. The MPC provides cash compensatiemitual performance. The 2006 Stock Incentive Plan
provides opportunities for equityased compensation for service and performangeefdods of more than one ye
The LTIP annually provides a series of performamstricted share and performance share compensation
opportunities, each of which are for performanaepferiods of three years.

The following table sets forth information concexgiannual incentive cash awards, grants of SAR, &RIFP<
to the named executive officers during the fisedryended December 31, 2007 as well as estimatae foayouts
under those incentive plans. See the CD&A for frritiscussion of these incentive plans and thgsestgf grants
and the reason for these types of grants startiqgpge 22.

All Other
All Other Option
Stock Awards: Grant Date
Estimated Future Payouts Estimated Future Payouts Awards: Number of Exercise or Fair Value
Under Non-Equity Incentive Under Equity Incentive Number Securities Base Price ¢ of Stock
Plan Awards Plan Awards(1) of Shares Underlying ~ Option  and Option
Grant Threshold  Target Maximum Threshold  Target Maximum of Stock Options Awards Awards
Name Date ($) ($) ($) (#) (#) (#) or Units #)(2)  #(3) ($/Sh) (9)(4)
Richard J
Hipple 2/15/200° — 471,60( 943,20( 4,96 19,85( 29,77¢ 9,92¢ 15,00( 44.7: 535,98
John D.
Grampa 2/15/200° — 171,60( 343,20( 1,50( 6,00( 9,00( 3,00(¢ 4,55( 44.7: 162,12
Daniel A.
Skoch 2/15/200° — 148,05( 296,10( 1,43% 5,73( 8,59¢ 2,86¢ 4,40( 44.7: 155,19¢

(1) Under the 2007 - 2009 LTIP, performance restricieales and performance shares were granted. The
performance shares will be paid in cash if defimasthagement objectives have been attained at adetwée
the target and maximum levels of achievem

(2) This column shows the RS granted in 2C

(3) This column shows the SAR that were granted in 208ése SAR become fully exercisable and vest 100%
after three year:

(4) These numbers represent the full fair market vafitbe grants made in 2007 to each named execofiioer.
They are calculated in the same manner our finaat@éement expense for those grants is calculateldr
SFAS 123(R). That expense value will be spread thevesting period of the grant, if time-basedywer the
expected life of the grant, if performance basetriaf explanation of how the rules of SFAS 123(Yye
applied in calculating this value can be found wté\K of the consolidated financial statementdia t
Form 1(-K for the year ended December 31, 2007, as filed thithSEC

Executive Employment Arrangements

None of the named executive officers has an empdoyragreement. However, each named executive office
has a Severance Agreement that provides the exeawith three-year severance benefits upon ternoimatr
significant change in the duties of the executis@aesult of a change in control as defined irafreement, and
two-year severance benefits in the event of centaioluntary terminations. Discussion of the pagoprtovided for
under various termination situations is set forthhie section “Other Potential Post- EmploymentrRayts” below.

Base Salary

The Compensation Committee annually reviews andstglpase pay, in keeping with the overall objestiv
pay philosophy and relative position with compagatimpanies, all as discussed in more detail iICD&A.

Bonuses

Bonus compensation in 2007, as shown in the “2Q07r8ary Compensation Table,” consisted of discretipn
amounts paid in lieu of supplemental retirementeligs) as discussed in more detail in the CD&A urttie section
entitled “Special Awards.”
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Non-equity Incentive Plan Compensatior

Non-equity Incentive Plan Compensation paid for266nsisted of the annual incentive compensatidthipa
cash under the MPC and LTIP. Annual incentive camspion paid under the MPC was based on predetedmin
financial targets (operating profit and return owdsted capital), along with individual goals. ®an-out of
performance awards under the LTIP plan was badetysim predetermined financial targets tied toragiag profit.
The MPC and LTIP are discussed in more detail n\GD&A.

For 2007, base salaries and bonuses (including aisideferred to the 401(k) plan) as a percentagetaif
compensation shown in the “2007 Summary Compensatble”, were 25.0% for Mr. Hipple; 25.1% for
Mr. Grampa; and 26.1% for Mr. Skoch.

Stock Awards

Stock-based awards under the LTIP and the 200& $toentive Plan during 2007 were made as SAR, PRS
and PS. Descriptions and the reason for these bfpgrsints are in the CD&A.

Grants of RS, PRS and PS, the SFAS 123(R) expenseéhich is disclosed in the “2007 Summary
Compensation Table,” were made in 2004, 2005, &6 2The RS vest after three years from the datgasft and
the PRS and PS vest after three years subjece tacthievement of specified performance criterianfagative
operating profit), as discussed more fully in tHe&A.
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2007 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR -END

Option Awards Stock Awards
Equity
Incentive
Plan
Awards:
Equity Market or
Incentive Payout
Market Value Plan Value of
Number of of Shares Awards: Unearned
Number of Securities Number of or Units Number of Shares,
Securities Underlying Shares or of Stock Unearned Units or Other
Underlying Unexercised  Option Units of That Shares, Units Rights
Unexercised Options (#) Exercise  Option Stock That Have or Other Rights That Have
Options (#) Unexercisable Price Expiration Have Not Not That Have Not Not Vested
Name Exercisable 1) $) Date Vested (#)(2) Vested ($)(3) Vested (#)(4) $)@3)
Richard J.
Hipple 9,00( — 17.07%  2/3/201:
10,00( — 17.6¢  2/8/201*
8,00(C — 14.1C 4/29/201!
— 38,70( 24.0:  5/2/201¢
— 15,00( 44,72 2/15/201°
9,92¢ 367,38t
73,45¢ 2,719,34.
27,00( 53,70(
John D.
Grampa 8,00( — 15.97 2/1/201(
10,00(¢ — 22.4:  2/6/201:
15,00( — 12.15  2/5/201:
15,00( — 17.07%  2/3/201:
15,00( — 17.6¢  2/8/201:
— 14,00( 24.0:  5/2/201¢
— 4,55(C 44,72 2/15/201°
3,00(¢ 111,06(
24,19( 895,51
63,00( 18,55(
Daniel A.
Skoch 12,00( — 22.4:  2/6/201:
15,00( — 12.1¢  2/5/201:
15,00( — 17.07% 2/3/201:¢
15,00( — 17.6¢  2/8/201*
— 14,00( 24.0:  5/2/201¢
— 4,40(C 44.7; 2/15/201°
2,86¢ 106,02!
23,78t 880,52:
57,00( 18,40(

The column entitled “Equity Incentive Plan Awar8ikymber of Securities Underlying Unexercised Unedrne
Options” to this table has been omitted becausawards were reportable thereunder.

(1) These numbers represent the SAR that were gramt2@0i6 and 2007. These SAR vest 100% after thraes)

(2) Restricted shares were granted to Messrs. Hippken@a and Skoch on February 15, 2007. Shares bjecsu
to forfeiture if these executives are not contiralpemployed for a thre-year period from the date of gra

(3) Amounts in these columns were calculated usin@eember 31, 2007 Brush Engineered Materials Inc.
common stock closing price of $37.02 times the nemnab shares in the preceding colur

(4) These awards represent the performance restricldsand performance shares that were granted tinede
2006- 2008 and 200- 2009 LTIPs.
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2007 OPTION EXERCISES AND STOCK VESTED

Option Awards

Stock Awards

Number of Number of
Shares Acquirec Value Realizec Shares Acquirec Value Realizec
Name on Exercise (#) on Exercise ($ on Vesting (#) on Vesting ($)
Richard J. Hipple 11,500() 461,70: — —
John D. Gramp 9,000(;) 323,36t 2,00( 65,32(
Daniel A. Skoct 22,500() 697,23t 2,00( 86,44(

(1) Mr. Hipple exercised these stock options on Felyr@dr 2007
(2) Mr. Grampa exercised these stock options on M&0d7.
(3) Mr. Skoch exercised 15,000 stock options on Felgr@dr 2007 and 7,500 stock options on May 2, 2

2007 PENSION BENEFITS

Number of Present Payments

Years Creditec Value of During Last

Service Accumulated Fiscal Year

Name Plan Name (#) Benefit ($) $)

Brush Engineered Materials Inc.

Richard J. Hipple Pension Plai 6 82,71 —
Brush Engineered Materials Inc.

John D. Gramp Pension Plai 9 171,75 —
Brush Engineered Materials Inc.

Daniel A. Skoct Pension Plal 24 436,69: —

Assumptions:

* Measurement Date: 12/31/20

* Interest Rate for Present Value: 6.5

« Mortality (Pre-commencement): Nor

« Mortality (Pos-commencementRF-2000Mortality Table (separate male and female ra

« Withdrawal and disability rates: Noi

* Retirement rates: None prior to Age 65, except@géor Mr. Skock

« Normal Retirement Age: Age 65, except age 64 for 8koch as explained in the narrative be
» Accumulated benefit is calculated based on credigedice and pay as of 12/31/2(

« All results shown are estimates only; actual bésé&fill be based on data, pay and service at tiime o
retirement

The Brush Engineered Materials Inc. Pension Plgodlified pension plan”) is a defined benefit plarder
which Messrs. Hipple, Grampa and Skoch are cugr@titruing benefits. Effective as of the close udibess on
May 31, 2005, the benefit under the prior formwaNessrs. Hipple, Grampa and Skoch (50% of finerage
earnings over highest 5 consecutive years minus &@anual Social Security benefit, the result ated for servic
less than 35 years) was frozen. The frozen anraradfiis as of May 31, 2005, payable beginning at@gas a
single life annuity, for Messrs. Hipple, Grampa &lach are $9,855; $17,252 and $54,856, respegti@etdited
service for pension benefit purposes as of May2805 for Messrs. Hipple, Grampa and Skoch is 3162,
respectively.

Beginning June 1, 2005, the qualified pension fdamula was changed for Messrs. Hipple, GrampaSiath
to 1% of each year’s earnings. The retirement hefugfthese individuals will be equal to the sufitltat earned as
of May 31, 2005 and that earned under the new ftaifiau service after May 31, 2005.
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The “2007 Pension Benefits” table shows for Meddipple, Grampa and Skoch the number of years of
credited service, present value of accumulatedftiema payments during the last fiscal year urtberqualified
pension plan. We do not sponsor any other qualdredonqualified defined benefit plan that providbesefits to
Messrs. Hipple, Grampa and Skoch.

The “Present Value of Accumulated Benefit” is thep-sum value as of December 31, 2007 of the annual
pension benefit that was earned as of Decembe2(R, that would be payable under the qualified jpenglan for
Messrs. Hipple, Grampa and Skoch for life beginrahtheir normal retirement age. The normal reteatage is
defined as age 65 in the qualified pension plamtafeassumptions were used to determine the lumpaslue and
to determine the annual pension that is payablenbagy at normal retirement age. Those assumpaoasiescribed
immediately following the “2007 Pension Benefitabte.

If the participant terminates employment before plating 10 years of service, the annuity may noheceence
prior to age 65. If the participant terminates emgpient after completing 10 years of service, theuég may
commence as early as age 55 and is reduced 6.679@quebetween ages 60 and 65 and 3.33% per ybeede
ages 55 and 60 based on the particigaagje at commencement, if the benefit commencestprnormal retiremet
age. An unreduced benefit is available commencdiraga 62 for those participants who terminate aftgr 55 with
at least 30 years of service. At year end 2007,9%och had attained early retirement eligibilityldiessrs. Hipple
and Grampa had not attained early retirement diityioMr. Skoch is the only named executive whoynieecome
eligible to commence his benefit on an unreduceikhjarior to age 65. Assuming continued uninterdpt
employment with the Company, Mr. Skoch would re@@tyears of service at the end of the month in ihie
attains age 64.

Benefits provided under the qualified pension @esbased on compensation up to a compensatidrulirder
the Code (which was $225,000 in 2007). In additmmmefits provided under the qualified pension play not
exceed a benefit limit under the Code (which wa80$100 payable as a single life annuity beginningoamal
retirement age in 2007).

Compensation is generally equal to the total amthattis included in income (such as regular batag,
incentive compensation under any form of incentiempensation plan, sales commissions and perforenanc
restricted shares of stock at the time these slaaesimcludable in the participant’s gross incomeHederal income
tax purposes), plus salary reduction amounts useletions 125 and 401(k) of the Code. The annuatysahd bont
for the current year for Messrs. Hipple, Grampa 8kdch is indicated in the “2007 Summary Compeaogdliable’”
Each year's compensation for the qualified penpian is limited by the compensation limits undex @ode.

Generally, a participant’s years of credited serdce based on the years an employee participates i
qualified pension plan. However, in certain caseslit for service prior to participation in theadjfied pension pla
is granted. Such cases include employment witlCthrapany in a position that is not eligible for papation in the
qualified pension plan and service with a predemressiployer. The years of credited service for Meddipple and
Grampa are based only on their service while diditr participation in the qualified pension pldme years of
credited service for Mr. Skoch include servicetfor period June 29, 1983 through December 1, 188Bgiwhich
time he was covered under The S.K. Wellman Corgiréteent Plan for Salaried Employees. All S.K. Wedh
Corp. salaried employees who had transferred tstBWwellman Inc. as salaried employees prior to KlaiQ86 ani
were still employed after May 4, 1986, receive @rztiservice under the qualified pension plan etué#heir
credited service under The S.K. Wellman Corp. Ratgnt Plan for Salaried Employees at the time if thansfer.
Mr. Skoch received a lump-sum payment during Jani@87 in lieu of the benefit he had accrued ferpleriod
June 29, 1983 through December 1, 1985 under TKiev®ellman Corp. Retirement Plan for Salaried Emples.
Mr. Skoch’s accrued benefit under the qualifiedgiem plan has been offset for the benefit for whietreceived
this lump-sum payment.

Lump sums are available under the qualified pengian only for the portion of the participant’s lefihthat
was accrued prior to July 1, 1992. Mr. Skoch igible to elect to receive the portion of his benéfat was accrued
prior to July 1, 1992 as a lump sum with the refmgjmportion of his benefit payable in the form of anuity with
monthly benefit payments. Messrs. Hipple and Graarpaeligible only to have their benefits payablé¢hie form of
an annuity with monthly benefit payments.
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The qualified pension plan was designed to protagequalified pension benefits for most of our eaygles.
Benefits under the qualified pension plan are faole an irrevocable tax-exempt trust. An execusveenefits
under the qualified pension plan are payable frioenassets held by the tax-exempt trust.

2007 NONQUALIFIED DEFERRED COMPENSATION

We maintain two nonqualified arrangements for exees, the Key Employee Share Option Plan (*KESOP”)
and the Executive Deferred Compensation Plan IDCP 117). A primary purpose of each is to providenefits in
the event a participant’s compensation exceedarttmint of compensation that may be taken into atdon
deferring income and matching contributions untierBrush Engineered Materials Inc. Savings andsimrent
Plan (“401(k) plan”).

Key Employee Share Option Plan

The KESOP was established in 1998 to provide ekexsutvith options to purchase property other than o
common stock (in this case, options to purchasmicemutual fund shares as further described belatvich
options replace a portion of the executive’s conspéon. The options cover property with an initialue equal to
the amount of compensation they replace, divided3%g, with an exercise price equal to the diffeesbetween th
amount and the amount of compensation replaceatitier words, 25% of the fair market value of théap
property). Thus, the executive may receive thegase or decrease in market value of the entire anoduhe
property covered by the option, including the elsergrice. Due to the American Jobs Creation A@GH4 which
added section 409A to the Internal Revenue Code“Elode”), the KESOP was frozen effective Decengier
2004. Moreover, options for purchase of propertt thid not become exercisable prior to 2005 undekESOP
and corresponding elections under the KESOP wareetiad. Each participant who had such KESOP optand
elections cancelled received payment in the amoiutiite cancelled deferrals. Eligibility to partieife and the
property (consisting of shares of mutual funds)etttto the KESOP options were determined by then@msation
Committee of the Board. Mutual fund selection waeinded to be the same or similar to that offeredeuthe 401
(k) plan, but was not required. Executives werarped to select among those mutual funds to detertmose
covered by the options obtained by them as a resthieir compensation elections, but generallyenest permitted
to change that selection once made.

Although the KESOP was frozen as noted above, ogtibat became exercisable prior to January 1, 2865
which have not as yet been exercised remain ohdbks for some executives.

The KESOP balance of each executive is equal tonthet recent closing price of the mutual funds uride
options accumulated by the executive as of theoétige year. To obtain the portion of this balabased on any
particular option, however, the executive must {ieey25% exercise price set when the option wastggain
addition to potential gains through changes inntiagket value for the underlying mutual funds, tkeaaitive may
accumulate value whenever any dividends or otheln déstributions are made relative to those mutwads.
Starting with dividends for the year ending Decengie 2004, the value of any such dividends orrithistions is
credited to the executive’s EDCP Il account (seeulision below of the EDCP Il) as part of the camsp&on
deferred under that program.

Unless the amount of mutual funds available undesgion is adjusted as a result of a stock spiérger,
divestiture, consolidation or other corporate teanti®n or unless other property is substitutediermutual fund
shares originally subject to the option, an optiecomes exercisable 184 days after the grant afptien and
remains exercisable at any time after that dati thwet earlier of the fifteenth anniversary of tp@nt or the third
anniversary of the executive’s termination of engpient. If any adjustment in the number of mutualdishares or
any substitution of new property occurs, the exergieriod will be interrupted for 184 days anddbadline to
exercise will be extended by 184 days, but not nfoee 5 years beyond the original exercise deadding option
not exercised by the deadline may not be exercfted that.

The KESOP is unfunded. The options obligation fteexecutive is maintained in a book reserve adcde
are under no obligation to set aside funds spedijidesignated to satisfy this obligation or to
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invest in any of the optioned mutual funds seletigthe executive. However, we maintain a truspaxs of the
general assets of the Company, intended to holgeptp for use in meeting this obligation, unlessheeome
insolvent. In that case, the assets in the trusidvoe available to satisfy our creditors just ag ether general
assets of the Company, before the option propeotyldvbe delivered. In other words, each executargigipating ir
the KESOP is an unsecured general creditor of tragany with respect to the value of the propertyomgd as his
KESOP benefits.

When an option is exercised, the executive payspipdicable exercise price to the Company and Vieetdo
the executive the underlying property, which mayehkeen obtained and held as general assets Gotn@any
before the option was exercised. The value of tidetlying property delivered, less the exercisegpaid, is
treated as taxable income to the executive andust pay the Company for any income taxes or othgrgll taxes
required to be withheld by the Company on thatineoWe may take an income tax deduction for theevaf the
property delivered, reduced by the exercise praid.p

No executive may transfer or sell his KESOP optidmsng his life, except for a transfer, for no @ad only a
approved by the Committee, to a member of the akers immediate family, to a trust for the benefitsuch a
family member or to a partnership consisting orflguch family members as partners. Upon an exegstileath,
his KESOP options will pass to his beneficiariegstate, but they must be exercised before theeaflthe
original deadline or the first anniversary of hath. No other transfers or withdrawals are peeatittnder the
KESOP.

The latest exercise deadline for any existing KE®P#ons is June 30, 2019. As noted earlier, ogtimay
expire earlier, within three years of the execusitermination of employment.

Executive Deferred Compensation Plan |1

The EDCP Il provides executives an opportunity etkendeferral elections generally not permitted uride
401(k) plan. Code section 401(a)(17) limits the amaf compensation that may be taken into accforrdeferrals
under the 401(k) plan. For 2007, that limit was$PPR0. Each executive may elect each year to @difer any
portion of the sum of his Management Performance@msation Plan payouts payable during that ydas,the
portion of his base salary for that year that isxness of the compensation limit under Code sedtid (a)(17). In
addition, we provide a non-elective deferral cutlseaqual to three percent (3%) of his total comgagion in excess
of the Code section 401(a)(17) limit (his “Excesmpensation”) designed to replace the employer mradc
contribution not permitted under the 401(k) placdese of the Code section 401(a)(17) compensativn Credits
in amounts equal to the value of any dividendstbeiocash distributions payable from mutual funpisomed to the
executive under the KESOP (see discussion of the@Eabove) are also added to the executive’'s ED&gtbunt
balance starting with dividends for the year 2004.

The compensation deferrals credited to each execate credited with earnings at a rate equaldéaditurn on
hypothetical investments selected by the exectitora a list of mutual funds identified by the Compation
Committee of the Board. Investment selection ierided to be the same or similar to that offereceutite 401(k)
plan, but this is not required. The executive’seistyinent selection is used only to determine easningdits on the
compensation deferrals under the EDCP Il. We at®bligated to invest any funds in the mutual fuediected by
the executive. Earnings returns will change froraryte year.

The EDCP Il is unfunded. Deferred compensationitsenhd related earnings credits for each execuatige
maintained in a book reserve account. We are umal@bligation to set aside funds specifically deaigd to pay
these deferred income amounts. However, we maiatéianst, as part of the general assets of the @oypntender
to pay these deferred income amounts, unless waremsolvent. In that case, the assets in théwrosld be
available to satisfy creditors of the Company, pstny other general assets of the Company, bitferdeferred
income amounts would be paid. In other words, exetutive participating in the EDCP Il is an unsedweneral
creditor of the Company with respect to the paynoéitis EDCP Il benefits.
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Upon termination of employment for any reason othan death, distribution from the EDCP Il will beade a
a lump sum or installments over three or five yeasselected by the executive when the deferratielewas
initially made. If no distribution election was nedhe benefit will be paid in a lump sum. If theeeutive dies
before his full EDCP Il account is distributed, aeynaining balance credited to that account wilpbl to his
beneficiary in a single lump sum.

Distribution will be made or begin 60 days follogithe executive’s termination of employment (osasn as
practicable after that date), except that in trseaz certain specified executives section 409fefCode requires
that payment not be made earlier than six monties bé separates from service for any reason tiherdeath.
Distribution or withdrawal for any other reasomi® permitted under the EDCP 1.

2007 NONQUALIFIED DEFERRED COMPENSATION TABLE

The “2007 Nonqualified Deferred Compensation Talsledws deferrals to the EDCP Il by Brush Engineered
Materials on behalf of each named executive offioe2007, earnings credited to his EDCP |l accand KESOP
account for 2007, any distributions made from hHEESOP account during 2007, and the aggregate batdrnie
EDCP Il credits and KESOP credits as of DecembefGQ7.

Executive Registrant Aggregate Aggregate Aggregate
Contributions in Contributions in Earnings Withdrawals/ Balance

Last FY Last FY in Last FY Distributions at Last FYE

Name ®A@) ®@ ®E ® ®@
Richard J. Hipple KESOP — — 28¢ — 14,71¢
EDCP I — 36,65¢ 5,64¢ — 64,31
John D. Gramp KESOP — 15¢ — 1,59
EDCP I — 21,61¢ 2,68( — 44,33
Daniel A. Skoct KESOP — 1,691 — 38,49¢
EDCP Il — 21,97: 5,532 — 51,89!

For years before 2006, amounts deferred underrgitha by each executive were not reported seggrfaten his
reported compensation and no above-market earmiagsrealized or reported, but Company contribugtitnthe
plans were included in All Other Compensation ia tBummary Compensation Table(s).”

(1) There were no executive contributions creditedttoee plan in 2007

(2) Amounts in this column are also included in the @ther Compensation column of the “2007 Summary
Compensation Tab!"

(3) These earnings include dividends paid in 2006HerKESOP, which were transferred to the EDCP thin
amounts as follows: Mr. Hipple $191, Mr. Grampaab@ Mr. Skoch $95:¢

(4) The Aggregate Balance as of Last FYE for the KES®Rach of the executive officers listed above
represents the net amount due the participant apercise (i.e., net of the 25% option price duekliadhe
Company).

OTHER POTENTIAL POST-EMPLOYMENT PAYMENTS

The Company has entered into severance agreeminthe/named executive officers to help ensure the
continuity and stability of our senior managemdthte other incentive arrangements maintained byCthrapany
also provide for payments to be made to the namedutive officers upon certain terminations of eoyphent.

Severance Agreements

Basic Severance Benefits.  The severance agreements provide that if theutivets employment is terminated
by the Company or one of its affiliates exceptdause or gross misconduct, or if he resigns asudtref a reductio
in his salary or incentive pay opportunity, sevemhenefits will apply. Severance benefits inclughts to:

¢ alumg-sum payment of two times salary and incentive coragéon;
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e alump-sum payment of two times any special awaid i lieu of benefits under the Company’s former
Supplemental Retirement Benefit Plan for the yravhich termination occur:

« the continuation of retiree medical and life insuo@ benefits for two year

* alump-sum payment of two times the benefit under@ompanys Executive Deferred Compensation Pla
for the year in which termination occu

* alump-sum payment equal to the sum of the presduaé of any bonus he would have received under any
long-term incentive plan

« any retirement benefits he would have earned uthde€ompany’s qualified retirement plans duringribat
two years; an

 reasonable fees for outplacement services, upQ®82 maximum

In addition, all equity incentive awards vest, atidstock options become fully exercisable, if Hewverance benefits
are applicable.

Change in Control Severance Benefits. In the event of a “change in control” of the Canp, as defined in
these agreements, and if the executive’s employmeatminated by the Company or one of its ati@gexcept for
cause, or he resigns within one month after tls &inniversary of the change, or the nature angesobhis duties
worsens or certain other adverse changes occuharoard of Directors so decides (referred tdantable below
as “Good Reason Termination”), the executives atiéled to receive similar severance benefits based three-
year period, plus the cash value of certain otleaelits (such as club dues and financial counse(tajlectively,
the “Change in Control Benefits”). A terminationdemotion following the commencement of discussiwitk a
third party which ultimately results in a changeantrol will also activate the Change in Contra@rngfits. On
February 8, 2007, the severance agreements weadagptd include a tax gross up provision that apiply for five
years under section 280G of the Code. PaymentedEtiange in Control Benefits under the severanmseatent:
are subject to the tax gross up for the first frears and thereafter are subject to a reductiondar to avoid the
application of the excise tax on “excess parachatgments” under the Code, but only if the reductiauld
increase the net after-tax amount received by tkeudive. In addition, the Company must secure garof the
Change in Control Benefits under the severancesagats through a trust that is to be funded uperthiange in
control, and amounts due but not timely paid eaterest at the prime rate plus 4%. The Company pajst
attorneys’ fees and expenses incurred by an execintienforcing his right to Change in Control Bitseunder his
severance agreement.

Nonsolicitation and Noncompetition Provisions. Under the severance agreements, each executieesagpt to
solicit any of our employees, agents or consultemterminate their relationship with us, to pratear confidential
business information and not to compete with then@any during employment or for a period of (i) tyears
following termination of the executive’s employmdaytthe Company or one of its affiliates exceptdause or
gross misconduct, or if he resigns as a resultreflaction in his salary or incentive pay opportyioir (i) one year
following a termination of employment for any othleason. Each executive also assigns to us ariettiteal
property rights he may otherwise have to any disdes, inventions or improvements made while inemploy or
within one year thereafter.

Amounts Payable Under Severance Agreements. The following table sets forth the amounts pagabider the
severance agreements. Note that this table dogsatatie any benefits payable to the named exeewiificers
under the retirement plan(s) of the Company orsargidiary (see page 32), or any payout to the daxrecutive
officers under the Company’s Key Employee Sharadd®lan or the Executive Deferred Compensation Rla
(see pages 34 and 35). Additional information alleetamounts payable to
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the named executive officers in the event of reteat, death opermanent disability is presented separately &

table.
Richard J. Hipple John D. Grampa Daniel A. Skoch
Involuntary or Involuntary or Involuntary or
Involuntary Not Good Reasor Involuntary Not Good Reasor Involuntary Not Good Reasor
For Cause Termination after For Cause Termination after For Cause Termination after
Termination  a Change in Contro _ Termination  a Change in Contro _ Termination  a Change in Contro

Base Salary/Annual Bont $ 295798 $ 4,436,971 $ 1,250,041 $ 1,875,061 $ 1,140,58' $ 1,710,87!
LTIP Bonus 2,399,78i 2,399,78! 1,096,23 1,096,23 1,086,96. 1,086,96.
Welfare Benefits 26,17( 39,25¢ 26,17( 39,25¢ 24,40¢ 36,60¢
Additional Benefits Under

Retirement Plan 35,29 52,94¢ 44,68¢ 67,02¢ 40,95¢ 61,43¢
SRBP Replacement Benef 327,50( 491,25( 123,76« 185,64¢ 177,25( 265,87!
Nonelective Contribution Crec

Under EDCP Il 73,31 109,96¢ 43,23 64,84¢ 43,94 65,917
Perquisites 20,00( 89,99 20,00( 47,79: 20,00( 61,25(
Annual MPC Bonu: N/A 823,99( N/A 295,02( N/A 254,52(
Stock Options/SAR Accelerated

Vesting 502,71: 502,71: 181,86( 181,86( 181,86( 181,86(
Restricted Stock Accelerated

Vesting 367,38t 367,38¢ 111,06( 111,06( 106,02! 106,02!

Total Without Gross-Up $ 6,710,14 $ 931425 $§ 2,897,04 $ 3,963,80- $ 2,821,99. $ 3,831,33
280G Gros-Up Payment(1 N/A 3,875,13: N/A 1,392,65! N/A 1,293,53

Total With Gross-Up $ 6,71014' $ 13,189,38 $ 2,897,04 $ 5,356,45- $ 2,821,99. $ 5,124,87.

(1) On February 8, 2007, the Board of Directors appdavew forms of severance agreements. The new forms
were updated to include a tax gross-up provisianwhill apply for five years from the date of thgreement
under section 280G of the Internal Revenue C

BENEFITS PAYABLE UPON RETIREMENT, DEATH OR DISABILI TY UNDER INCENTIVE PLANS
Annual and Long-term Cash Incentive Plans

Management Performance Compensation Plan (MPC). The named executive officers are participanthién
Company’s MPC, which provides for annual, singleistash payments that are based on achieving pbéisked
financial objectives and qualitative performancetdes. Generally, an executive must be employetherast day ¢
the plan year in order to receive an award undeMRC. However, if an executive retires under meatent plan o
the Company or any subsidiary during a plan yéwr gixecutive will receive an award pro-rated tolteginning of
the month following the executive’s retirement date

Long-term Incentive Plan (LTIP). The Company established a three-year cash inegplin with management
objectives based on financial measures (cumulaipezating profit) with a performance period fronmdary 1
through December 31. Each of the named executfieeds participates in the LTIP. Generally, an exa® must
be employed on the last day of the performancengén order to receive an award. If an executiveas under a
retirement plan of the Company or any subsidiamnynduthe performance period, the executive willeige a pro-
rated award at the end of the applicable performameiod based on the time employed during theopaence
period. In addition, an executive will receive falhyment of the award for the entire performanaegeat target
level if he should die or become permanently disalduring the performance period. Assuming a teatron of
employment due to death or permanent disabilitipenember 31, 2007, the amounts payable under the wduld
have been $2,043,948; $948,786 and $938,790 fosigledipple, Grampa and Skoch, respectively.

2006 Stock I ncentive Plan

In March 2006, the Company adopted the Brush EmgateMaterials Inc. 2006 Stock Incentive Plan (tb@0¢
Plan™). The 2006 Plan authorizes the Compensatamr@ittee to provide equity-based
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compensation in the form of performance restristeakes, performance shares, performance unitsctedtshares,
option rights, stock appreciation rights and restd stock units for the purpose of providing iroess and rewards
for superior performance.

Performance Restricted Shares (PRS) and Performance Shares (PS). Each of the named executive officers
have received grants of PRS and PS under the 2886 Fhe award agreements provide that all PRS will
immediately vest if the executive dies or beconesnanently disabled while employed by the Compamny
subsidiary during the applicable performance perksbuming a termination of employment due to death
permanent disability on December 31, 2007, theevaftaccelerated vesting of the PRS would have been
$2,043,948; $948,786 and $938,790 for Messrs. djgptampa and Skoch, respectively. In additiothef
executive retires, a pro-rata portion of the PRIBweist at the end of the applicable performanagople provided
that management objectives have been attainednfigga termination of employment due to retirenamt
December 31, 2007, the value of pro-rata accelgnratsting of the PRS would have been $949,748; $68land
$601,698 for Messrs. Hipple, Grampa and Skoch eeisely.

Sock Options and Stock Appreciation Rights. Each of the named executive officers has recajvadts of
stock options and/or stock appreciation rights {heards”) under the 2006 Plan. The Award agreemgenerally
provide that Awards terminate 190 days after teatigm of employment. However, the Award agreematfsgs
provide that all Awards will immediately vest ifetexecutive dies while employed by the Companyngr a
subsidiary or retires under a retirement plan ef@ompany or any subsidiary. At the discretiorhef Committee,
all Awards will immediately vest upon a terminatiofithe executives employment under circumstances determ
by the Board to be for the convenience of the CampAssuming a termination of employment due tatldea
retirement or upon a termination of employment dbsd in the preceding sentence on December 31,208
value of any accelerated vesting of the Awards disve been $502,713; $181,860 and $181,860 for
Messrs. Hipple, Grampa and Skoch, respectively.

RELATED PARTY TRANSACTIONS

In 2002 we entered into life insurance agreemeitts six employees, including Mr. Skoch, and purathlife
insurance policies pursuant to those agreemeneseragreements, and the policies, which are owypnéueb
employees, remain outstanding, and the portionsepremiums we paid are treated as loans to tipogees,
secured by the insurance policies, for financiappses. The agreements require the employees tdaimthe
policies’ cash surrender values in amounts at keqsél to the outstanding loan balances. Mr. Slkeophihcipal
balance, which has not changed since inceptid39s951. Interest on the loans is based on thecajy federal
rate, which is currently 5.0%. Mr. Skoch paid $Z,23 interest for the year.

We recognize that transactions between any of mectirs or executive officers and us can presetsryial or
actual conflicts of interest and create the appearghat our decisions are based on consideratities than the be
interests of our shareholders. Pursuant to itstehahe Governance and Organization Committeeiderssand
makes recommendations to the Board with regar@ssiple conflicts of interest of Board members anagement.
The Board then makes a determination as to whethegsprove the transaction.

The Governance and Organization Committee revidwslationships and transactions in which BrusH as
directors and executive officers or their immedfatmily members are participants to determine wéretiuch
persons have a direct or indirect material intel@st Secretary is primarily responsible for theelepment and
implementation of processes and controls to obtdormation from the directors and executive offewith respec
to related person transactions in order to en&l@léSovernance and Organization Committee to detesnbiased on
the facts and circumstances, whether Brush oraéetperson has a direct or indirect material @stein the
transaction. As set forth in the Governance anch@mgtion Committee’s charter, in the course ofrthéew of a
potentially material-related person transactior,@overnance and Organization Committee considers:

« the nature of the related per’s interest in the transactic

« the material terms of the transaction, includinghweut limitation, the amount and type of transawti
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« the importance of the transaction to the relatadqe
« the importance of the transaction to Bru

« whether the transaction would impair the judgméra director or executive officer to act in the bieserest
of Brush; anc

« any other matters the Governance and Organizationn@ittee deems appropria

Based on this review, the Governance and Organiz&bdbmmittee will determine whether to approveatify
any transaction which is directly or indirectly reaal to Brush or a related person.

Any member of the Governance and Organization Cdteeivho is a related person with respect to a
transaction under review may not participate indbkberations or vote with respect to the appravahtification o
the transaction; however, such director may be tslim determining the presence of a quorum ateting of the
Governance and Organization Committee that corsitiertransaction.

AUDIT COMMITTEE REPORT

The Audit Committee oversees the Company’s findmejgorting process on behalf of the Board of Dives.
Management has the primary responsibility for iharicial statements and the reporting processdirgjthe
Company’s systems of internal controls. In fulfitiiits oversight responsibilities, the Committedewed the
audited financial statements in the annual repdit management, and discussed the quality, nothest
acceptability, of the accounting principles, thas@nableness of significant judgments and thetglafidisclosures
in the financial statements.

The Committee reviewed with the independent regast@ublic accounting firm, who are responsible for
expressing an opinion on the conformity of thosditad financial statements with generally acceptecbunting
principles, their judgments as to the quality, just the acceptability, of the Company’s accountnigciples and
such other matters as are required to be discwetiethe Committee under generally accepted auglgiandards.
addition, the Committee has discussed with thegaddent registered public accounting firm the audit
independence from management and the Companydinglthe matters in the written disclosures reqlbg the
Independence Standards Board, and considered tingatibility of nonaudit services with the auditors’
independence.

The Committee discussed with the Company’s inteanditors and the independent registered public
accounting firm the overall scope and plans forrdspective audits. The Committee meets with ttermal auditor:
and the independent registered public accounting fivith and without management present, to disthessesults
of their examinations, their evaluations of the @amy’s internal controls, and the overall qualitylee Company’s
financial reporting. The Committee held six meesinigiring 2007.

In reliance on these reviews and discussions, trerittee recommended to the Board of Directors (aed
Board has approved) that the audited financiaéstahts be included in the Annual Report on FornKX0r the
year ended December 31, 2007 for filing with theuities and Exchange Commissi

The current Audit Committee charter is availableoon website at www.beminc.com

William B. Lawrence (Chairman)
Albert C. Bersticker

Joseph P. Keithley

William G. Pryor
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2. RATIFICATION OF INDEPENDENT REGISTERED PUBLIC AC COUNTING FIRM

The Audit Committee has appointed Ernst & Young lds?the independent registered public accountmg fi
for fiscal 2008 and presents this selection tostiereholders for ratification. Ernst & Young LLPlivaiudit our
consolidated financial statements for fiscal 2008 perform other permissible, preapproved services.
Representatives of Ernst & Young LLP are expeabeokt present at the 2008 annual meeting. Thesesematives
will have the opportunity to make a statement étlilesire to do so and will respond to appropd@atestions.

Preapproval Policy for External Auditing Services

The Audit Committee has established a policy reigagrdreapproval of all audit and non-audit services
expected to be performed by our independent regstgublic accounting firm, including the scopeanfl estimated
fees for such services. Our independent registaubtic accounting firm, after consultation with nagiement, will
submit a budget, based on guidelines set fortharpblicy, for the Audit Committee’s approval fés annual audit
and associated quarterly reviews and proceduresalytament, after consultation with our independegistered
public accounting firm, will submit a budget, bagedguidelines set forth in the policy, for the Audommittee’s
approval for auditelated, tax and other services to be providedusyralependent registered public accounting
for the upcoming fiscal year. The policy prohitotsr independent registered public accounting firomf providing
certain services described in the policy as prodibservices. The Audit Committee approved alheféstimated
fees described below under the heading “ExternalitAtees.”

External Audit Fees

2007 2006
Audit Fees $1,573,000 $1,659,70!
Audit-related Fee 50,00( 145,10(
Tax Fees 174,60( 150,00(
All Other Fees 0 0
Total $1,797,600 $1,954,80!

Audit Fees

Audit fees consist of fees billed for professiosatvices rendered for the integrated audit of omsolidated
financial statements and the effectiveness ofiralerontrol over financial reporting and reviewtlog interim
consolidated financial statements included in gurtreports and audits in connection with statytequirements.

Audit-related Fees

Audit-related services principally include the auditiofcial statements of our employee benefit planasdue
diligence services for recent acquisitions.

Tax Fees

Tax fees include corporate tax compliance, tax@daind tax planning.

All Other Fees
We had no fees included in “All Other Fees” durk@7 or 2006.

The Board of Directors of Brush Engineered Materiaé unanimously recommends a vote FOR Proposal 2
to ratify Ernst & Young LLP as the independent registered public accounting firm for the year 2008.
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SHAREHOLDER PROPOSALS

We must receive by November 27, 2008, any propafsalshareholder intended to be presented at tb@ 20
annual meeting of Brush Engineered Materials’ shalders and to be included in our proxy, noticenefeting and
proxy statement related to the 2009 annual megtimguant to Rule 14a-8 under the Securities anti&nge Act of
1934. These proposals should be submitted by iegttifail, return receipt requested. Proposals afedfolders
submitted outside the processes of Rule 14a-8 uhddExchange Act in connection with the 2009 ahmeseting
must be received by us on or before the date datethin accordance with our code of regulationthey will be
considered untimely under Rule 14a-4(c) of the Exgje Act. Under our code of regulations, propogeaferally
must be received by us no fewer than 60 and no thare90 days before an annual meeting. Howevéheitlate of
a meeting is more than ten days from the anniveisfathe previous year’'s meeting and we do not gietice of the
meeting at least 75 days in advance, proposals Iseustceived within ten days from the date of atice. Our
proxy related to the 2009 annual meeting of Brusbifieered Materials’ shareholders will give disicnedry
authority to the proxy holders to vote with respecall proposals submitted outside the proceskes o
Rule 14a-8 received by us after the date deternmimadcordance with our code of regulations.

I mportant Notice Regarding the Availability of Proxy Materials for
the Annual Meeting of Shareholdersto be held on May 7, 2008.

This proxy statement, along with our Annual Reporton Form 10-K for the fiscal year ended
December 31, 2007 and our 2007 Annual Report, areailable free of charge at
http://www.shareholder.com/BW/annual.cfm.

OTHER MATTERS

We do not know of any matters to be brought befloeemeeting except as indicated in the notice. Hewef
any other matters properly come before the medtingction of which we did not have notice priorRebruary 7,
2008, or that applicable laws otherwise permit exo vote on a discretionary basis, it is intehthat the person
authorized under solicited proxies may vote ortlaeteon in accordance with his or her own judgment.

By order of the Board of Directors,

Brush Engineered Materials Inc.

Michael C. Hasychak
Secretary

Cleveland, Ohio

March 27, 2008
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1. Election of the

THIS PROXY WILL BE VOTED AS DIRECTED, OR IF NO DIRE CTION IS INDICATED, WILL BE VOTED “FOR” THE PROPOSALS.
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS.

FOR WITHHOLD

FOR ALL

L] [

following Directors:

Nominees:

01 Albert C. Bersticker

02 William G. Pryor

03 N. Mohan Reddy

The Board of Directors unanimously recommends a
vote FOR ALL the above nominees.

Withheld for the nominees you list below: (Write that
nominee’s name in the space provided below.)

Signature

Signature

Change or
Comments

Mark Here
for Address

PLEASE SEE REVERSE SIDE

2. Ratifying the appointment of Ernst & Young as
the independent registered public accounting

firm of the Company.

The Board of Directors recommends a vote FOR the ab

Date

FOR AGAINST ABSTAIN

ove proposal.

NOTE: Please sign exactly as the name appears hereo

n. When signing as attorney, executor, administrato

r, trustee or guardian, please add your title as su

ch.

- FOLD AND DETACH HERE -

WE ENCOURAGE YOU TO TAKE ADVANTAGE OF INTERNET OR T ELEPHONE VOTING,

BOTH ARE AVAILABLE 24 HOURS A DAY, 7 DAYS A WEEK.

Internet and telephone voting is available through

11:59 PM Eastern Time

on May 6, 2008, the day prior to the meeting day.

Your Internet or telephone vote authorizes the name

d proxies to vote your shares in the same manner

as if you marked, signed and returned your proxy ca  rd.

Internet
http://www.proxyvoting.com/bw
Use the internet to vote your proxy.
Have your proxy card in hand
when you access the web site.

You can view the Annual Report and Proxy Statement
on the internet at http://www.shareholder.com/bw/an

OR

nual.cfm

Telephone
1-866-540-5760
Use any touch-tone telephone to
vote your proxy. Have your proxy
card in hand when you call.

If you vote your proxy by Internet or by telephone, you do NOT need to mail back your proxy card.
To vote by mail, mark, sign and date your proxy card and return it in the enclosed postage-paid envelope.




